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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


MUTUAL SECURITY APPROPRIATIONS FOR 1957 


Tuurspay, May 24, 1956. 
STATEMENT OF THE SECRETARY OF STATE 
WITNESS 


HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Mr. PassmMan. We are pleased to have with us this morning the 
Honorable John Foster Dulles, Secretary of State. Also we have 
Mr. Hollister, the Director of ICA, and other members of his 
organization. 

Mr. Secretary, we shall be pleased to hear from you at this time. 

Secretary Duuurs. Thank you, sir. I am appearing here in sup- 
port of our appropriations to implement the mutual security program 
for fiscal year 1957. We do not yet know finally what the authoriza- 
tion legislation will be. The authorizing bill was reported out by the 
Foreign Affairs Committee only yesterday, I think, and we have not 
had time to study it adequately and, of course, there has been no 
floor action, nor has there been any Senate action, nor conference 
action. So I will address myself to the authorizations and appro- 
priations which have been requested by the administration. 

Broadly speaking, the pattern is similar to that of recent years 
and is in the main designed to sustain the existing programs. It 
may, I think, be useful if I divide the program into its large parts. 


PROGRAM FOR COUNTRIES OF THE WESTERN PACIFIC 


There is, first, the portion of the program which is designed for 
the countries of the Western Pacific. I have in mind particularly 
Korea, Taiwan—that is Formosa—and southeast Asia, notably 
Vietnam. In all of those three situations there is a state of ‘‘not war, 
not peace’’—to use the old Russian expression. We have an armistice 
in Korea, but there is no secure peace there because the Chinese 
Communists have refused to carry out the desires of the United 
Nations—a united Korea brought about by free elections held under 
United Nations auspices. So you have hostile forces facing each 
other ac oss the armistice line. 


SITUATION IN FORMOSA 


In the case of Taiwan, there is a situation where there is almost 
daily firing from one side or the other and where the Chinese Com- 
munists still insist upon what they maintain is their right and, indeed, 
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their intention, to take Taiwan by force if they cannot get it in any 
other way. We have been having talks with the Chinese Communists 
at the ambassadorial level at Geneva since the first of August, designed 
for two purposes only: First, to try to get out of jail some Americans 
still held by the Chinese Communists; second, to try to get from them 
a renunciation of the use of force in this area. We have been only 
partially successful in getting the Americans out of China and have 

not yet been succ essful at all in getting from them a meaningful 
renunciation of force; as I say, there is almost a daily exchange of 
shots between the Chinese Nationalists and the Chinese Communists, 


SITUATION IN VIETNAM 


Then there is the situation in Vietnam, where the Republic of 
Vietnam is developing itself in a very satisfactory way to stand as a 
bulwark against Chinese Communist-inspired aggressive tactics. 
There, again, is a situation where there is an armstice but where there 
is no negotiated peace. 

All of those areas I mentioned, together with the Philippines and 
Japan, are covered by security treaties with the United States which, 
in the main, declare that an attack upon these areas would be dan- 
gerous to the peace and security of the United States. Clearly our 
own natioual interests are deeply involved in those situations and 
the holding of them requires either larger United States forces in the 
area or the maintenance of local forces. 

We have elected to follow the way of maintaining substantial local 
forces. That requires us to supply these forces with munitions of 
war and also, to a great extent, to sustain the governments econom- 
ically, because they are not able to maintain, through their own 
efforts, as large an armed force as is deemed necessary by our defense 
people for the security of the area. There are, for example, 21 divi- 
sions of Korean forces, but that impoverished and recently devas- 
tated country cannot maintain them without substantial help from 
the United States. And so it is in the other countries I have described. 

The cost of creating that defense in this way is very much less under 
any mutual security program than it would be if it were done entirely 
by our own efforts. The Chairman of the Joint Chiefs of Staff has 
testified before the authorizing committees that it would be much 
more costly for the United States if this system were not being fol- 
lowed—this mutual security system of helping to maintain “local 
forces by supplying arms and also some necessary economic support. 

Of our total program, approximately $1.5 billion goes to this Western 
Pacific area which I have described. 


PROGRAM OF THE MIDDLE EAST 


Then there is the second area I would pass to; that is the area of 
the Middle East, particularly embracing the four countries of Pakistan, 
Iran, Iraq, and Turkey. Of those 4 countries, 3 of them are actually 
contiguous to the U.S. S. R. and Iraq, the fourth, a close neighbor of 
the Soviet Union. They hold the northern line through that area 
which stretches for about 2,500 miles and which bars the gates to 
Soviet Communist control of the oil resources of the Middle East 
which are vital for the industry and, indeed, the armament of an 
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effective military establishment in Western Europe. Also, of course, 
the Middle East is the gateway to Africa which is an area of extreme 
importance to the West because of its vast raw-material resources. 
Those countries are developing military strength to hold the line there 
in the face of very considerable pressures from the Soviet Union 
pressures which amount in many cases, I would say, to threats. Of 
our program, approximately $800 million will be expended in that 
area next year. 
PROGRAM FOR WESTERN EUROPE 


Then I pass on to the thrid area, which is Western Europe itself. 
There, except in the case of Spain and Yugoslavia, the aid is to our 
partners in the North Atlantic Treaty Organization. They do not 
require and do not receive any economic assistance. They do main- 
tain substantial forces of their own, at their own expense. We 
maintain forces of our own im that area. We have, 5% divisions, or 
thereabouts, mostly in Germany and we attach, of course, the greatest 
value to NATO as a defensive organization. We supply, in addition 
to our own forces, a certain amount of weapons to the NATO forces 
and we assist them to maintain their military equipment through 
providing, in many cases, replacements and spare parts. Also, we 
have a program to provide them with certain new weapons which are 
needed under modern conditions. When I speak of new weapons, 
I do not, of course, refer to atomic weapons because, under our 
legislation, we are forbidden to give atomic weapons to any other 
country. 

PROGRAM FOR SPAIN AND YUGOSLAVIA 


We are supplying a certain amount of assistance to Spain and 
Yugoslavia. In the case of Spain, that is part of the arrangement 
under which we are developing bases in Spain. In the case of Yugo- 
slavia, that is part of our program to assist Yugoslavia in maintaming 
its independence of the Soviet Union—independence which has been 
vigorously asserted and which holds out a hope to other countries of 
Eastern Europe, now satellites of the Soviet Union, that they may 
try to follow the example of Tito in asserting their independence. 
Roughly speaking, for this European situation we plan to spend 
approximately $1 billion next fiscal year. 

The total of those figures which I have given you comes, I think, 
to $3.3 billion. I am speaking primarily about expenditures, and our 
expenditures under this program run to approximately $4 billion a 
year. That leaves about $700 million that is not directly related to 
the military aspects of our program. Of that $700 million approxi- 
mately $460 million goes as economic assistance to countries which 
are either our formal allies under treaty or to countries with which 
we have military assistance agreements. Of the balance, approxi- 
mately $240 million goes to what I might call uncommitted, neu- 
tralist, countries with which we have no treaties or military assist- 
ance agreements. 

That, broadly speaking, Mr. Chairman, is the picture which we 
present to you. 

ANALYSIS OF WORLD SITUATION 


Now you may say—have not world conditions changed so that it 
is not necessary to go along with this program any more? Condi- 
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tions in the world have changed to some extent and, on the whole, 
those changes have been in a satisfactory direction in that they indi- 
cate that the Soviet Union at least is putting less emphasis upon 
violence as a means of implementing its foreign policies. But if this 
change, if this betterment, has occurred, I think we should ask our- 
selves why it has occurred. And I think one of the principal reasons 
why it has occurred is because we have had this program. If we 
want to see developments continue on a basis which give greater hope 
for peace and less risk of war than seemed to be the case a few years 
ago, I suggest it is desirable to continue the policies which have brought 
about the change in that direction. 


RUSSIAN MILITARY AND ECONOMIC CAPABILITIES 


Furthermore, it has to be borne in mind that the Soviet Union, both 
in the military field and increasingly in the economic field, has great 
possibilities; in fact, its economic capabilities to make war have in- 
creased. The Soviet Union is particularly emphasizing the develop- 
ment of modern weapons—atomic weapons, guided missiles, sub- 
marines, heavy bombers and the like—and there is no indication 
whatever that the capability for aggressive war by the Soviet Union 
has diminished. On the contrary, it seems to be increasing and the 
recent announcement of the Soviet Union that it was planning to cut 
by some 1,200,000 the number of men in uniform does not, in our 
opinion, diminish its military potential any more than our reduction 
in numbers of men in uniform has, in our opinion, reduced our military 
potential. 

Furthermore, these men that may be moved to factories and farms 
are all persons who are highly trained. Their period of service is 36 
months. They could very quickly be brought back again. And the 
Soviet Union has not indicated any intention to do away with arma- 
ments that these men would use if they were called back. 

From an economic standpoint, the Soviet Union is increasingly 
developing now as a first-class industrial power. It has its economic 
problems and they are quite serious, particularly the agricultural 
situation has been bad. They are also in need of increased manpower 
for their industries, and, of capital equipment for their industrial base. 
Recently there was an announcement that they were trying to get 
500,000 more men into one of their new areas of industrial development 
in the middle of the Eurasian land mass which they occupy. Cer- 
tainly the Soviet Union has been overextended in many respects and 
I believe the reduction of men under arms, which has been announced, 
was made because they had to make some adjustments somewhere. 


RUSSIAN ECONOMIC ASSISTANCE PROGRAM 


But these adjustments, I emphasize, do not in our opinion, reduce 
its military potential. Certainly we have no way of finding out that 
it has or will. And from the economic standpoint, while there is a 
dire need within the Soviet Union and the satellite countries for more 
consumers’ goods and the like, they are nevertheless keeping a very 
strict woah over what is allowed in the way of consumer goods to go 
to their own people and they are continuing to squeeze their own 
people in order to have the means of waging economic warfare abroad. 
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The Soviet Union within the last few years has given nonmilitary 
assistance to its allies or satellites in the amount of about $4 billion; 
and within the last 18 months have offered in various forms, in the 
way of medium or long term credits to nonallies or noncommitted 
countries, sums which approximate $1 billion. Of the total amount 
offered, somewhere around $700 to $800 million is committed in various 
forms of agreements. 

So they are moving into this field, particularly into the economic 
field, we believe with predatory intent, because a nation which itself 
is as short of consumer goods as the Soviet Union does not deprive its 
own people in order to assist other peoples unless it has a penngens 
purpose. And that, indeed, is announced by the Soviet rulers them- 
selves who speak of their continuing purpose to assure that commu- 
nism will be victorious throughout the world. 


NEED FOR CONTINUATION OF MUTUAL-SECURITY PROGRAM 


Under those circumstances, we believe the sums we have asked for 
are needed if we are to carry forward a program which has so far 
achieved very considerable success in reducing the danger of war and 
in maintaining all of the vigor and vitality and unity of the free 
nations whose welfare is very ciosely identified with that of our own. 
We are told in the Bible, “Hold fast that which is good.” We believe 
this program has proved good and I believe we should hold fast to it, 
but make the adjustments needed in the light of conditions which are 
changing daily. 

The broad areas of interest which I have described to you continue 
to be of vital concern to the United States. There is still some menace 
of hostile attack, of open, armed aggression, or subversion. Any 
action which would look like we were abandoning our defenses against 
such threats, or thought the danger was past so that we could appre- 
ciably reduce our efforts, could have quite catastrophic effects through- 
out the whole area of the free world and could lead our allies to drop 
their guard. As a result of thet, we could perhaps lose what we have 
so hardly saved and won over recent years. 

You may say—is this program going to have to go on forever? I 
do not know. It is going to have to go on as long as the danger exists. 
There are some encouraging signs that the danger may be receding. 
It has not receded yet; but there are signs within Russia that forces 
are at work there which could, in the course of some years, perhaps, 
change materially the character of the Russian Government, making 
it a less despotic Government, making it more responsive to intelligent 
and restrained public opinion. What has happened recently in rela- 
tion to the demoting of Stalin, amounts to giving assurances of a 
greater personal security within the Soviet Union, to permitting greater 
freedom of thought, greater choice to labor as to how and when it will 
work. All of those things are indicative of forces which are beginning 
to move within Soviet Russia. 

If we can hold strongly to the policies which have proved successful 
in the past while forces of liberalism which constitute a ferment 
within Russia continue to work, I believe we can see the possibility 
of a genuine change in the Soviet Union which would permit us mate- 
rially to alter our policies. But that is something, as I say, that is 
not for this year or next year; it may be another 10 years. We have 
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been through the first postwar decade and now we are in the second 
postwar decade. I believe there is ground for hope if we stand firm 
that at the end of the second decade—and, of course, I am only ap- 
proximating the time—we may see a real change in the world picture; 
but if we come to the conclusion prematurely that the change has 
already occurred, that could be a prelude to a great disaster. 

I thank you. 

Mr. Passman. Thank you, Mr. Secretary. 

I would like to say for the record that it is not unusual for this sub- 
committee to hold hearings prior to the enactment of authorizing 
legislation. I think we have a precedent for it going back to the 83d 
Congress. We thought it would be best to get started now, inasmuch 
as the new fiscal year starts on July Ist and Congress expects to ad- 
journ shortly thereafter. 

Secretary Duties. May I say I am very happy this committee is 
taking this matter up because time presses, as you point out. I al- 
luded to it only because, since there is no definitive authorizing bill at 
the present time, I was addressing myself to the administration’s pro- 
posals rather than, say, to the Foreign Affairs Committee report of 
yesterday. 


EFFECT OF REDUCTION IN FISCAL YEAR 1956 APPROPRIATION REQUEST 


Mr. Passman. Mr. Secretary, this committee, the House, and 
later the conference reduced the request last year by approximately 
$500 million. Has that reduction handicapped the program for 
the present fiscal year? 

Secretary Du tures. I believe it has handicapped the program 
primarily in terms of the procurement of what might be called long 
lead-time items of equipment. The effect of cuts is not immediate, 
because there is, as you know, this question of what is in the pipeline 
and the lead time which is involved. Therefore the effect of cuts, 
particularly insofar as relates to the military aspect of the program, 
is not actually felt for a couple of years or more and sometimes 3 
years after the cuts are made. 

It does oftentimes involve reprograming and I would think the 
witnesses who appear before you who are familiar with the military 
aspect of this matter more than I am can indicate what, if any, 
reprograming has been necessitated. I know in some respects at 
Jeast that we are materially behind in our deliveries. Whether that 
has been due to the reprograming or other delays, I do not know. 
But when I was in some of the areas of Asia that I visited, notably 
Pakistan, there was considerable complaint that we were behind on 
our schedule there. 

I would say this, Mr. Chairman, that I believe that the cut last 
year did deplete the pipeline situation to such an extent that the 
military people felt it necessary to ask for more this year in order to 
make up to some extent at Jeast the cuts made last year. 

Mr. Passman. At the proper time, I wonder if you could indicate 
for the benefit of the committee just where the program has been 
hurt by the reduction made last year. Please pinpoint what items 


you _— had to cancel. I think it would help the committee very 
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Secretary Duuurs. I believe the representatives of the Defense 
Department and the Joint Chiefs will be much more qualified than 
I am to answer on that business, because I am sometimes confused 
by the extreme complexity of the methods which are required for 
dealing with those funds which have to be committed several years 
in advance. All of the questions about lead time, obligating, and 
so forth, are a good deal of a maze for a person like myself who is 
primarily qualified in political matters. And I think a firsthand 
report from the defense people would be better than a secondhand 
report from me. 

Mr. PassMaANn. | appreciate that. 

Now do you recall reading in the paper a day or two ago where 
the Air Force had some $400 million? There was some argument 
with respect to that particular amount. Are you familiar with that? 

Secretary Duties. Only what I read in the papers. I read there 
was a report, | think maybe by someone from the Comptroller’s 
Office, was it? 

Mr. PassMAN. Yes. 

Secretary Duties. Someone from the Comptroller’s Office felt 
that a certain sum of the general magnitude you mention should have 
been returned to the Treasury Department. But what the merits 
are of the matter, I do not know. 

Mr. PassMaANn. I mention that simply because last year we had an 
item of $300 million plus that was tossed around just before we 
marked up the bill. I certainly hope there is no repetition of that. 


MANAGEMENT ECONOMIES EFFECTED 


Last year, Mr. Secretary, when you appeared before the committee 
you said: 
T think we may be able to effect some management economies in some areas 


where there is, perhaps, at present duplication between the State Department 
and the FOA work, particularly in the economic field. 


What results can you refer the committee to at this time, Mr. 
Secretary? 

Secretary Duties. I do not recall the context of the remark. 
Was I speaking then from the organizational standpoint? 

Mr. PassMan. It is on page 5 of the hearings. 

Secretary Duties. That refers to management economies and I 
would say that had been accomplished to an appreciable extent; 
that a certain amount of overlapping has been cut out. I think that 
is reflected in the Department’s budget for this year. It is not 
pees reflected, however, in the mutual security program itself, 
yecause those are management economies which are reflected in the 
budget for internal purposes of the Department of State and Mr. 
Hollister’s organization, ICA. 


USE OF OTHER BRANCHES OF THE GOVERNMENT 


Mr. PassmMan. You also stated— 


* * * IT hope we will be able to eliminate, perhaps, some of the other responsi- 
bilities that can be farmed out, parceled out, to other permanent branches of 
the Government. 
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What results have you obtained on that phase of the program? 

Secretary Dutuss. I believe there has been, to some degree at 
least, a greater use made of the services of the Department of Com- 
merce, the Labor Department, and certain avoidance of duplication 
in those areas. Mr. Hollister is here, and he can testify with more 
precision about that than I can. 

Mr. PassMan. Well, we will talk about it later. 


RUSSIAN AID TO MIDDLE EAST COUNTRIES 


I think we have all read in the press about the aid Russia is giving 
to certain countries, especially in the Middle East. I wonder if the 
State Department could tell us how much Russia has actually ex- 
pended either in grants or loans to Egypt and other countries in the 
Middle East. 

Secretary Duties. I have information here which in the main 
comes from classified sources and, in view of the confidential nature 
of the information we get—in fact we canaot get it in any other way— 
I would like to have this off the record, if that would be agreeable. 

Mr. PassMan. Without objection, it will be off the record. 

(Discussion off the record.) 

Mr. PassMan. May I say that is extremely encouraging. It is very 
encouraging to me to know of those very small amounts 

Mr. Taser. Would you have an idea as to the total? 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Without objection, we will ask Mr. Rooney if he 
has any questions to ask the witness. 

Mr. Rooney. Mr. Chairman and gentlemen, I am grateful for the 
opportunity to break in at this time. 


MANAGEMENT ECONOMIES EFFECTED 


First, with regard to the matter referred to awhile ago by the chair- 
man, Mr. Secretary, your testimony last year at page 5 of the hearings: 

I think we may be able to effect some management economies in some areas 
where there is perhaps at present duplication between the State Department and 
the FOA work, particularly in the economic field. 

How do you account for the fact that your administrative expenses 
in the coming year are higher than they have been in the past year? 

Secretary Duties. I would suppose that that is because the 
problem has, during the year, become considerably complicated by 
the type of Communist activity I referred to. That evolution of 
economic warfare has occurred very largely within the year and to a 
considerably greater extent than had been anticipated last year. 

Mr. Roonry. Then you wish you had not said this a year ago, is 
that a fair summation of what you now say? 

Secretary Duties. No; because I feel I should testify to this 
committee as frankly as I can in the light of all facts I know. I do 
not pretend to be able to foresee everything that is going to happen, 
and if things happen that I do not foresee I am perfectly willing to 
be condemned for lack of prevision, in the sense that the rapid fluctua- 
tions which have occurred within the Soviet Union were, I think, not 
fully foreseen by anybody at that particular time; and if the situation 
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changes so as to throw greater burdens on us in some respects than I 
anticipated, I do not regret having testified as best I could in light 
of the facts then known to me. 

I am perfectly willing to say as regards my testimony of last year— 
and I will say the same with regard to the testimony this year—that 
in all probability there will happen during this year events which I 
do not now foresee and which may require us to spend more money, 
or perhaps I would hope spend less money, than now seems called for. 


UNOBLIGATED BALANCES IN MILITARY FUNDS 


Mr. Rooney. Mr. Secretary, has the military obligated all the 
funds they have in the current year? 

Secretary Duuuzs. I believe that most of them will be obligated 
but I do not have the details. All but $200 million I am told. 

Mr. Roongy. Does the military now contemplate that that $200 
million will be obligated by June 30? 

Secretary Duuuzs. I do not think so, no. 

Mr. Rooney. Any part of it? 

Secretary Duties. No, I understand that is the situation as it 
will be at the end of the fiscal year. 


ASWAN DAM 


Mr. Rooney. With regard to the proposed Aswan Dam in Egypt, 
what is the present and latest thinking with regard to that? 

Secretary Duties. There has been no change in the situation for 
some weeks now. The problem has become complicated with the 
question of the availability of waters. The Egyptians have indicated 
that they want to have some agreement with the Sudan for the parti- 
tion of waters. Indeed that is a very prudent step. 

Mr. Roonry. Am I to understand this is still a live matter and 
has not as yet been abandoned? 

Secretary Duties. It has not as yet been abandoned. 

Mr. Rooney. Is there any money in the instant budget in con- 
nection with that dam? 

Secretary Duties. You mean in this mutual security program we 
are asking for? 

Mr. Rooney. Yes. 

Secretary Duties. There is a certain amount of money which 
could be used for that purpose, yes. 

Mr. Roonry. How much? 

Mr. Ho.ustrer. The situation is this. Off the record. 

Mr. Rooney. | want this on the record. I merely want a figure 
at this point. 

Mr. Houurstrer. There is nothing specifically in the 1957 budget 
but there are funds that were tentatively earmarked for this purpose 
in the 1956 money. 

Mr. Roonry. How much? 

Mr. Houuster. Fifty-four point six. 


SHIPMENT OF TANKS TO SAUDI ARABIA 


Mr. Roonry. What is the thinking of the Department of State 
with regard to this situation: About 2 months ago a shipment of 
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tanks to Saudi Arabia was permitted to proceed from the United 
States, tanks, weapons of war, whereas here within the past week or 
so a shipment of halftracks to Israel was stopped? 

Secretary Duties. The shipment to Saudi Arabia was part of an 
operation which was undertaken or committed last August, I believe. 
It was testified to very fully in public hearing by Mr. Hoover before 
the Senate Foreign Relations Committee. There are approximately 
$16 million of licenses outstanding since last August for military 
equipment to the whole area. Of that, as I recall, about $8 million 
were licenses for Saudi Arabia and this shipment of about $1 million 
was part of what was testified to as covered by licenses which have 
been agreed to last August. 

The question of the halftracks is purely a question of compliance 
with the licenses. There had been issued to Israel a license to ship 
certain spare parts. They had applied for a license for the completed 
halftracks and that license had not at that time been granted. 

Mr. Roonry. Why not? 

Secretary Duties. The halftracks were sought to be shipped under 
a license for spare parts. The mistake was recognized by the Govern- 
ment of Israel and it has not complained about the action, having 
admitted that the shipment did not comply with the license. 

Mr. Roonry. Are we to understand that the action has been ap- 
proved by the Israeli Government? 

Secretary Duties. The action of our customs people in unloading 
the equipment has been recognized as correct by the Israeli Govern- 
ment; yes. 


UNOBLIGATED AND UNRESERVED BALANCES IN MILITARY ASSISTANCE 
FUNDS 


Mr. Passman. Mr. Secretary, this should be cleared up for the 
record. Mr. Rooney asked the question a moment ago about the un- 
obligated balances in the military part of this program. You stated 
there would be unobligated approximately $200 million of the 1956 
appropriation. 

Do you mean unobligated or do you mean unreserved? 

Secretary Dues. It apparently means either obligated or reserved. 

Mr. Passman. It could be you could have millions of dollars in the 
reserve? 

Mr. Houustrer. That is not the figure. As of today, the Depart- 
ment of Defense estimates that all but about $200 million of military 
assistance appropriations will be either obligated or reserved as of 
the close of this fiscal year. 

Mr. Passman. There could be a large sum in that reserve category 
which could later be canceled and reobligated? Is that understanding 
correct? 

Mr. Houuister. Yes. 

Mr. Passman. We could be misled about what is actually obligated. 
It could be over in the reserve column such as we have had in the 
past. Is that correct, sir? 

Mr. Ho.utsrer. Yes. 
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ASWAN DAM 


Mr. PassmMaAn. One other question about the money for the Aswan 
Dam. Referring to the hearings of last year, I do not recall that 
you made any particular case for $54,600,000 for the Aswan Dam. 
Yet you stated a moment ago that you had that much money ear- 
marked. Will you clear that up for the committee? 

Mr. Houtisrer. That is the reason why a certain amount of flexi- 
bility is being asked for with respect to these funds. If we could 
possibly be so clever at estimating all the things that may happen 
around the world, it would obviously be a very fine thing, but un- 
fortunately in these days of fast-moving matters, things come up 
which you cannot possibly predict and when this Aswan Dam matter 
came up it seemed wise to do what we could to help get it under way 
and we were able, with a good deal of difficulty and only by taking 
funds out of other programs to get together the $54.6 million to make 
this first bite in the Aswan Dam program. 

While it was mentioned in last year’s presentation it was not pre- 
sented to the Congress as part of the program for Egypt, but that is 
the reason we are hoping that the Congress will give a certain amount 
of flexibility because, in order to conduct a program of this kind in 
these days, that is absolutely essential. 

Mr. PassmMan. Many Members of Congress feel you have too much 
flexibility now. When did you specific aie earmark that money for 
Aswan Dam? 

Mr. Houutster. It is a matter of what is meant by earmarked. 

Mr. Passman. The hearings do not indicate that last year you made 
any case for the Aswan Dam. 

Mr. Houuister. When you say specifically earmarked, perhaps the 
term is not exactly descriptive of what we try to do. I had certain 
reserves established, I had a certain amount of money in the Presi- 
dential fund of $100 million and we set aside tentatively rather than 
specifically earmarked a certain amount from this fund to be applied 
to this $70 million which was the first bite in the Aswan Dam plan. 
That was done, I forget how many months ago but it was done, | 
would say, in the fall, perhaps around Christmastime. We can verify 
that. It has been held pending the approval or the finalizing with the 
Egyptian Government, in case that time ever came, of this whole 
project. That has not yet been reached. 

Mr. Passman. Then the committee would assume that this is one 
of the obligated or reserved items. 

Mr. Houursrer. No, sir; quite the contrary. It is not obligated. 

Mr. Passman. Is this item reserved? 

Mr. Houuister. No, sir; and we do not reserve in ICA. 

Mr. PassmMan. How could it be earmarked? 

Mr. Houutster. Mr. Chairman 

Mr. PassMaANn. It was under a different program, but if it has been 
earmarked, how could you keep it out of the obligated column? 

Mr. Houuister. If you let me explain—— 

Mr. PassMan. Proceed, sir. 

Mr. Houuistrer. English has to be used and sometimes different 
terms mean different things. On the economic side of the program 
we do not reserve; we obligate. We do not say a thing is obligated 
until there is agreement with the country for that amount of money 
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to be turned over for a certain purpose. No reservation. We use 
other terms. 

In making out a plan of operation you have to, for your own pur- 
poses, state that certain things will be allocated for certain purposes 
and in deciding what we will do in Ecuador or Pakistan, and so forth, 
we lay out a program and do our best to tell the Congress in the 
presentation what we think we are going to do. It is perfectly obvious 
that as things change during the year, certain changes must be made. 

Now you see, whether I talk about tentatively setting aside or 
earmarking, all I mean is that as these programs develop and new 
things come up we try to find the funds for the purposes we think are 
most essential and put them aside. We have made no obligation 
whatsoever with respect to this Aswan Dam money. Because the 
year is coming to an end and we have not obligated this money, we 
have reprogramed that Aswan Dam money into other matters. And 
L will be glad to go into details on that if you care to have me do it. 

Mr. Passman. I ask this question simply because the record will 
indicate that you said that you had earmarked $54.6 million. Now, 
if you earmarked that money, then of course it will have to be in re- 
serve. Otherwise the money would be spent and when Egypt is ready 
to consummate a contract it would not be spent. 

Mr. Houuisrer. It is not obligated and you will find no official 
mention in any of our papers of the word ‘“‘earmark.’’ We know what 
obligations are and know what appropriations are and expenditures. 
There is no technical development of the word ‘‘earmark” and if I 
used the wrong term I apologize. 

In working out a program of this kind we must set aside certain 
funds for certain projects tentatively. If the time comes that they 
cannot be used we switch them to something else. 

Mr. Passman. For the time being would you spend that $54 million 
plus or would you retain it, waiting for some action from Egypt? 

Mr. Houuisrer. As far as 1956 is concerned, most of that money 
will be obligated—I am talking about obligated—for other things. 

Secretary Duties. Mr. Chairman, could I make an observation on 
the general question of flexibility to which you referred? 

Mr. Passman. Yes, Mr. Secretary. 


NEED FOR FLEXIBILITY IN PROGRAM 


Secretary Duties. I would like to say this: This money we are 
asking for here is in essence ammunition to use in a cold war which we 
still have to fight. If we were in a hot war and we asked for money 
for ammunition and if we said we expect we are going to have to 
fight this battle or that battle, we would give our best impression to 
Congress as to where this ammunition is going to be used. But if 
we are tied down only to shoot the ammunition in a certain direction, 
at a certain spot, at a certain hill, and if, in fact, the enemy evacuates 
that and the hostile forces are gathering somewhere else, we would have 
to be free to shoot that ammunition in the new direction. If we were 
so tied that we can only shoot our ammunition in the place where it 
seems we will need it most at the beginning of the year, we may 
either be wasting the ammunition or not using it where it will do the 
most good. 
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I would like to emphasize as strongly as I can that what we are 
asking for here is, in effect, ammunition to fight a cold war in defense 
of the United States and if we are so tied that we cannot use that 
where it will do the most good and can only use it perhaps where it 
will not do very much good in the light of changing conditions, this 
program will not serve to best advantage its intended purpose or pro- 
tecting the United States. 

Mr. PassMan. Mr. Secretary, you believe that the program should 
be more flexible than it is at this time? 

Secretary Duuuus. I do. 

Mr. Passman. Mr. Secretary, is it going to be the policy of our 
Government to outpromise the Russians every time we see in the 
press that they have made a commitment to help some country we are 
now aiding? 

Secretary Duties. That will not be our purpose. Any such pro- 
gram would be folly because it would require us at every point to meet 
paper offers of the Soviet Union and if they can require us to dispense 
our funds merely by making paper offers they would spend nothing 
and we would have to spend everything, and that, obviously, would 
be a policy of folly whic “h we do not intend to embark upon. 

We do intend to use this money to bolster up positions which seem 
to be weakening and where the continued maintenance in power of 
free and friendly governments is important from the standpoint of the 
United States. We cannot be sure absolutely in advance where that 
situation may develop, where weaknesses may unexpectedly develop 
or where strength may happily develop. 

Mr, Passman. Mr. Secretary, one of the reasons for asking the last 
question is this: Going back to the hearings last year and “the year 
before with respect to “Aswan Dam, it was passed over rather lightly. 
I do not know about other members of the committee, but I got the 
impression that we were not going to give any further consideration 
to money to KE gypt for the construction of the first phase of the Aswan 
Dam, About 3 days later I saw in the press we were going to make a 
grant to accomplish part of the same work. That is exactly why I 
asked that question. I wonder if those two stories conflict with each 
other, 

Secretary Duties. Off the record, please. 

Mr. PassMan. Yes. 

(Discussion off the record.) 


PROPOSED SHIFT IN NATO OBJECTIVES 


Mr. Passman. Mr. Secretary, what is the status of NATO? Has 
emphasis changed from a military to economic and political alliance? 

Secretary Duturs. We are giving a great deal of active thought to 
trying to make either NATO, or what you might call the Atlantic 
community, somewhat more of a politically united organization than 
purely a military organization. So far the emphasis in NATO has 
been almost primarily, almost exclusively, on the military aspects of 
the situation. I think it must be conceded that there does not exist 
today in Europe the same degree of fear that existed in 1949 and 
1950 and 1951 when the original plans were made. There is a feeling 
and I am very happy to say I think it is a justifiable feeling—that 
there is less danger of war than before. 
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That opinion does not mean that the military organization of 
NATO should be dismantled. The military goals of NATO are 
modest and in my opinion ought to be maintained. It does, however, 
mean that the concern of the NATO countries should not and will 
not be devoted to military matters as exclusively as it was before and 
there is the time and opportunity to think about developing along 
other lines. 

Now, the great weakness of what we call the West or Atlantic 
community has been its own division. For a thousand years and 
more there has never been any real challenge to the West from with- 
out, not since the days of the challenge of Islam in the year 900 or 
thereabouts. But the great weakness of the West has been its own 
internal division, its inability to agree among itself, and the fact that 
out of the western countries came recurrent war. The First World 
War, the Second World War, and many wars that preceded them 
were wars of the western countries among themselves. 

If we want to preserve the West and western civilization and all 
the fine values for which it stands, it is, in my opinion, imperative 
that the western countries should find ways to settle their own differ- 
ences. When there is an imminent and present peril, nations tend 
to submerge their differences and they tend to huddle together, you 
might say, to get strength. As the external peril seems to diminish 
they feel they can afford to fall apart. 

The west cannot afford to fall apart because out of that falling apart 
has come two great wars and if we fall apart again, we may get the 
third and last war. 

In my opinion—and this is a matter upon which I have felt very 
strongly for a considerable period of time, going back before we were 
even in the Second World War I wrote about it—in my opinion one 
of the great tasks of postwar statesmanship must be to try to bind 
together the western countries so there will not be a reoccurrence of 
war, a repetition of this cycle which has so weakened the West in 
terms of manpower and in terms of economic strength and in terms of 
moral authority that it, for the first time, can be seriously challenged 
by an alien and atheistic philosophy. 

As the unity of the West weakens under the impact of the new 
Soviet policies which profess to be those of peace and not of violence, 
it becomes increasingly important to develop on more of a solid basis 
than heretofore the means whereby the West will hold together, par- 
ticularly in terms of settling the political differences which arise as 
between its members. 

We have an example today in the case of Cyprus of a situation 
where three members of NATO are at odds with each other and there 
has been no effort, and there is none in contemplation, to try to settle 
that difference through the processes of the North Atlantic Treaty 
Organization. It has never been deemed up to now that the Organi- 
zation was intended to serve such purpose. 

I believe it is very important that we should develop this other 
aspect of NATO, although I do not believe that should be in replace- 
ment of the present military program which, as I say, I consider to 
be a modest one having regard to the value of the industrial plant that 
exists in Europe, the military traditions of these countries, and their 
capacity to defend it. I believe they ought to have under present 
circumstances a force in being such as is now contemplated, but we 
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also need the political unity without which the West may again fall 
apart and destroy itself. 

Mr. PassMan. Mr. Secretary, this applies to Europe. If you should 
lessen the amount for military aid, you would, of course, increase the 
economic and political aid, is that the answer? 

Secretary Dulles. I did not mention economic. 

Mr. Passman. That was my question. ‘That is why | had to reach 
conclusions as to what effect it would have on the economic and politi- 
cal aid if you should lessen the military. 

Secretary Duuuss. Perhaps 1 did not understand it or pay close 
enough attention. 

Mr. PassMAn. May I ask the question again? What is the status 
of NATO? Has emphasis changed from a military to an economic and 
political alliance? 

Secretary Duties. There has as yet been no change of emphasis. 

Consideration is being given actively to the development of addi- 
tional emphasis which the United States believes should be primarily 
in political terms. I would say that some of the NATO members 
believe that there should also be new activities in the economic field 
but it is the view of the United States that we have enough economic 
organizations at the present time. You have the OKEC, Organiza- 
tion for European Economic Cooperation; EPU, European Payments 
Union; GATT, and other organizations of that sort which we believe 
adequately cover the economic field. So that the view which we are 
taking in this new look at NATO relates primarily to political rather 
than to economic evolution. 


PROPOSAL FOR ECONOMIC AID THROUGH NATO 


Mr. PassMANn. Mr. Secretary, one final question at this time. Cer- 
tain members of NATO, of course, are advocating less military and 
more economic aid in the program for Europe. Is such a program in 
the making, or at least are some member nations of NATO considering 
or recommending or discussing that? 

Secretary Dutirs. The only request for economic aid that ] am 
aware of that is coming from any NATO member is from Italy and 
it has so far not requested that aid through NATO. It has a program 
for the improvement of economic conditions, particularly in the south- 
ern part of Italy, which has been informally presented to us on a 
bilateral basis. I believe it also has been discussed within the OEEC 
but has not been presented to NATO. 

Mr. PassmMan. But certain NATO nations are advocating, are they 
not, lessening of the military and strengthening of the economic? 

Secretary Duuuns. There has been a suggestion that economic 
assistance given by NATO members should in some way be pro- 
gramed through NATO. 

Mr. Passman. That is exactly the answer. Thank you very much. 

Secretary Duties. I would like to say that is not a program which 
the United States expects to endorse. 

Mr. PassMan. Thank you very much for that explanation. 
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ADMITTANCE OF RUSSIA AS A NATO MEMBER 


Mr. Secretary, maybe I should ask this question: Has it been sug- 
gested that, or is it being considered that Russia be admitted as a 
member of the NATO nations? 

Secretary Duuturs. No, sir. 

Mr. Passman. It has been mentioned possibly by Russia but not by 
any of the members of NATO? 

Secretary Duties. The Soviet Union has at one time or another 
suggested it might like to join NATO but there has been no response 
to that on the part of the members of NATO. There was an indication 
given at the foreign ministers’ meeting which was held at Geneva last 
October and November that if there should be a reunification of Ger- 
many there would be a treaty of assurance which might be made to 
give the Soviet Union assurance against any aggressive action by 
the reunified Germany; but it has ‘never been considered that the 
Soviet Union would join NATO, at least not by the NATO members. 

Mr. PassmMan. Mr. Secretary, is it true that former Prime Minister 
Churchill stated publicly Russia should be admitted as a member of 
the NATO nations? 

Secretary Dutues. No, sir. That was an impression given by some 
of the interpreters of his speech. I read his speech very carefully and 
I do not think his speech went beyond the suggestion which was 
made by the four foreign ministers at Geneva last year to which I 
have referred; namely, that if Germany should be unified, the Soviet 
Union should be given an assurance that there would not be aggression 
by the reunified Germany. That is my interpretation of his speech. 


POSSIBILITY OF PEACE 


Mr. Passman. You do think improvements are being made in the 
cold war? You think progress is being made, and the possibility of 
peace maybe is greater than it was ayearago? Are changing world 
conditions more favorable than a year ago? 

Secretary Duties. I think, as far as the Soviet Union is concerned, 
that there is less likelihood of a general war originated by the Soviet 
Union than was perhaps the case a year ago. I cannot record any 
comparable improvement as regards Communist China. But there 
are some encouraging developments, as I pointed out, within the 
Soviet Union which makes me feel that if we adhere to the kind of 
policies which have contributed to bringing these changes about, we 
can expect continuing dividends from them. 

I was told at my staff briefing this morning that the Soviet Union 
has brought out for the first time since the revolution a Bible. The 
fact that Bibles can again be printed and sold in Russia is, I think, 
an encouraging development. I believe the Koran is also now 
permitted to be printed and sold. 

Mr. Passman. If conditions are encouraging, and it looks like 
Russia may be to some extent reforming, then why should we be 
asking for more money for fiscal 1957 than we had in fiscal 1956? 

Secretary Duties. More money is asked not to increase the rate of 
spending, but to enable the present rate of spending to be continued. 

Mr. PassMan. In other words, it is related to some extent to a 
long-range program? 
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Secretary Duties. Yes, 
Mr. PassMan. That is all. Mr. Gary? 


RELAXATION OF EUROPEAN DEFENSE EFFORTS 


Mr. Gary. Mr. Secretary, as I understand your testimony, the 
tension is relaxing somewhat in Europe whereas it continues in Korea, 
Formosa, Indo-China and the Middle East. 

Is it not a fact that the relaxing of the tensions in Europe have 
caused our European allies to lessen their defense efforts within the 
last year? 

Secretary Duties. There has been a tendency in that direction. 
Of course, in the case of France, that country has made a total mili- 
tary effort greater than in the past, but that has been diverted mostly 
into North Africa and out of Europe itself. 

The question of the German defense effort is still being debated in 
the German Parliament as to the amount of Germany’s contribution 
and the length of military service that will be required. We do not 
yet know the outcome of that debate. We are very hopeful that 
Germany’s commitments to NATO will be carried out. One of the 
reasons why we should not seem to go back on our contribution to 
the agreed force goals is that such action would have an unfortunate 
impact, I think, in Germany, where it is quite important that the 
German program should be carried out and implemented. 


REDUCTION IN UNITED KINGDOM ARMED FORCES 


Mr. Gary. If I am not mistaken, I saw a statement last night that 
England is going to reduce its manpower. 

Secretary Duuves. I think it may. Whether it will reduce its 

military manpower in terms of its NATO commitments or not I do 
not know. Of course, you know we have reduced the number of men 
in our forces. We do not consider that manpower is a very significant 
index today of the military strength, although we all, I think, feel 
a a certain minimum of manpower is necessary. I think that the 
NATO goal is pretty close to a minimum goal in that respect. 
Mr. Baur. My recollection is that I read last night that some 
responsible source in England, commenting on the proposed Russian 
reduction of manpower, said that England was reducing its manpower 
proportionately as much as Russia. 

Secretary Duturs. I think that is still speculative. I would not 
be surprised to see some reduction in the Umted Kingdom manpower, 
very largely for economic reasons. The economic and fiscal position 
in England is not particularly good and they are striving to find ways 
to keep their economy strong and they may do so in terms of reducing 
somewhat their military forces. But that, at the present time, is still 
speculative. 

Mr. Gary. If they do reduce their military activities to protect 
their economy, does that mean we are going to have to step in and 
make up that deficiency? 

Secretary Duties. No. 

Mr. Gary. Even in the NATO forces? 

Secretary Duties. No. As I say, there is no reason to believe, as 
far as I am aware, that they intend to cut their commitments to 
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NATO. They have obligated their present land and air strength 
to NATO, not only as a voluntary act as we have done, but they also 
have assumed treaty obligations in that respect which are embodied 
in the Brussels Treaty. They cannot, as | interpret that treaty, 
take those forces out of Europe without the consent at least of a 
majority of the council which was established under the Brussels 
Treaty. Whether they will seek that or not I do not know, but we 
have had no intimation that they will seek it. 


SITUATION IN YUGOSLAVIA 


Mr. Gary. What is the situation with reference to Yugoslavia 
now? 

Secretary Du.urs. Yugoslavia is maintaining its role of inde- 
pendence. When I was in Yugoslavia last November I had a talk 
with Marshal Tito at the end of which I made a statement, in which 
he concurred, calling for greater independence on the part of the 
satellite countries of Eastern Europe. Marshal Tito was reported 
to have made a similar statement when he was in Paris last week. 

We believe that the influence which Marshal Tito exerts as one who 
has demonstrated successfully the ability to break away from Mos- 
cow’s rule and maintain independence, is a salutary influence on the 
whole European situation. 


SITUATION IN KOREA 


Mr. Gary. What is our foreign policy now with reference to Korea? 

Secretray Duties. As you know, we have a collective security 
treaty with Korea which commits us to react if there should be an 
attack upon Korea and we intend to be faithful and loyal to that. 
We are always looking for the possibility of bringing about the unifica- 
tion of Korea—looking for any sign that the Chinese Communists, 
who now dominate North Korea, would be willing to have elections 
that would be supervised by the United Nations. 

In other words, we are still seeking the peaceful unification of 
Korea. We are reducing and have substantially reduced our own 
Armed Forces in Korea. We are supporting approximately 21 Korean 
divisions to hold the armistice line at the present time. Of course, 
that strength is backed up by our retaliatory striking power which is 
maintained in the area, notably on Okinawa. 

Mr. Gary. Are we continuing to aid the Koreans in the training of 
their troops at the present time? 

Secretary Dutuzs. Yes. 

Mr. Gary. That program is still in progress? 

Secretary Duuuzs. Yes. 


SITUATION IN FORMOSA 


Mr. Gary. What is our foreign policy with reference to Formosa? 
Secretary Duties. It is somewhat similar to the policy which I 
described in relation to Korea. We have a collective security treaty 
with the Republic of China which covers the islands of Taiwan and 
Peng hu (Formosa and the Pescadores). We are assisting the Republic 
of China with military equipment, aircraft, artillery and the like, and 
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we are assisting in the training of the Chinese troops. We do not 
maintain any ground forces of our own on Taiwan. 

Mr. Gary. I take it we are still bound by the declaration of the 
Congress that we will defend the offshore islands to the extent it is 
necessary for our own defense? 

Secretary Dutuxs. To the extent it is necessary for the defense of 
the treaty area, that is, Taiwan and Penghu, which represent the 
treaty area, and to the extent the President deems that an attack in 
the area is really directed against those islands, we would be authorized 
and expected to use the Armed Forces of the United States. 


POLICY TOWARD ISLANDS OF QUEMOY AND MATSU 


Mr. Gary. There has never been a definite policy announced in 
regard to the islands of Quemoy and Matsu? 

Secretary Duties. There has been no definite policy in regard to 
Quemoy and Matsu. They are not covered either by the treaty or 
the congressional resolution, except as they are deemed, in the language 
of the congressional resolution, to be related areas which would have 
to be defended in connection with the defense of Taiwan and Penghu. 

Mr. Gary. Was there not a statement with respect to those two 
islands? 

Secretary Duties. No, nothing beyond what I have said, that if 
there should be an attack against them which was deemed by the 
President to be a part of the aggression against Taiwan and Penghu, 
the President would expect to use our forces for their defense. 

Mr. Gary. What has been the situation in that area recently with 
respect to the offshore islands? 

Secretary Dutuies. There is a sporadic artillery fire, principally 
between Quemoy and the mainland in the area of Quemoy Harbor. 
There has been a steady buildup of airfields. There has been a cause- 
way built from the main portion of Quemoy across to portions of the 
harbor. [Discussion off the record.] 


SITUATION IN INDOCHINA 


Mr. Gary. What is the present policy with respect to Indochina? 

Secretary Duties. Our policy is to continue to help to strengthen 
Vietnam under Prime Minister Diem. He has proved to be a very 
stalwart and strong person who has done better than could have been 
expected in establishing his authority. 

You may recall when he first came into power the central govern- 
ment had very little authority. There were three principal sects in 
their army, the Cao Dai, Hoa Hao and the Binh Xuyen. Each had 
their own forces and police and collected taxes and did not accept 
any central authority. Now they have been practically liquidated 
as independent forces and the whole area has been fairly completely 
brought under the control of the central government. The authority 
of that government is increasing. I was there last March when they 
convened their first constituent assembly based on elections through- 
out the area. They were going to adopt a constitution and are mak- 
ing excellent progress. Whereas a couple years ago it seemed there 
would be no real strong point to stop the flow of the Chinese Com- 
munists southward after the French defeat at Dien Bien Phu, now it 
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seems there is a strong position in Vietnam and we are assisting them 
in that respect. 
POLICY IN THE MIDDLE EAST 


. Mr. Gary. What is the present policy with respect to the Middle 
ast? 

Secretary Duties. The policy in the Middle East is to support the 
four countries which I named and which constitute the northern tier 
countries. They are the members of the Baghdad Pact, together 
with the United Kingdom. We do not have any present policy of 
joining the Baghdad Pact, but we do have a policy of supporting 
the four countries I have mentioned which stand guard, so to speak, 
over the oil resources of the East, and in the case of Iran and Iraq, 
possess considerable quantities. These northern tier countries 
have immediate contact with the Soviet Union. 

As regards the Arab countries and Israel, our purpose is to maintain 
the peace in the area, primarily by putting reliance on the United 
Nations, and we believe that considerable progress was made through 
the recent mission of Secretary General Hammarskjold to the area. 


EFFECT OF FURNISHING ARMS TO ISRAEL AND ARAB COUNTRIES 


Mr. Gary. What is the effect of the furnishing of the arms that you 
mentioned a few moments ago to Israel and some of the Arab coun- 
tries so far as the peace of the area is concerned? 

Secretary Duties. I believe that the shipments that you refer to, 
in the relatively minor amounts that are involved, are, on the whole, 
conducive to peace. We would not make them if we did not believe 
so. We do not believe it would be conducive to peace if the United 
States were to get into a large scale arming of one side against another. 

Mr. Gary. I was speaking of the Russian shipments to the Arab 
countries. Are they jeopardizing the peace of the area? 

Secretary Duties. I believe that the shipments made to Egypt 
from Czechoslovakia have not been in the interest of peace in the area. 

Mr. Gary. We are committed, are we not, to the policy of defending 
Israel from aggression? 

Secretary Duties. We are committed as a member of the United 
Nations, and there is also a statement of policy which is embodied in 
the 1950 Tripartite Declaration which says in the event of aggression 
we would take steps—it does not define what the steps would be—if 
need be outside the United Nations. President Eisenhower said 
about a month ago, I think it was, that if there was aggression in the 
area that the United States would actively assist the victim of 
aggression. 

Mr. Gary. My understanding of the policy thus far, certainly the 
policy of this committee in making appropriations to that area, has 
been that we would make appropriations to furnish such weapons 
as were necessary for internal security, but not sufficient arms to 
encourage aggression by either side in the area. In the last few years 
our appropriations for the area have been largely for economic aid 
rather than for military aid. In other words, we have been trying to 
maintain a balance militarily. If the Russians step in and provide 
arms to change that balance, would it not be necessary for us to 
reconsider our policy in that respect? 
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Secretary DuLLEs. We keep our policy in that respect under con- 
stant study. Of course, as you point out, the United States has not 
been the purveyor of arms to that area, either to Israel or to any of 
Israel’s neighbors. 

The situation is somewhat different in regard to Saudi Arabia, which 
has no common borders with Israel, and the developed area of which 
is separated by vast and almost impenetrable desert wastes from 
Israel. We have the use of an airfield in that area which is important 
to us, and we have had a rather special working arrangement with 
Saudi Arabia which was begun by President Roosevelt and was con- 
tinued by President Truman and is now being continued by Presi- 
dent Eisenhower. We regard the situation in Saudi Arabia as dis- 
tinct from the situation which relates to Israel and the countries 
which have common borders with Israel. 

Mr. Gary. So far as Turkey, Greece, Iran, and Pakistan are con- 
cerned our policy has been to build up the defenses of those countries 
so that they can defend themselves against Russian aggression, and 
there has been no relation between that policy and the policy with 
regard to Israel and the Arab countries surrounding [srael? 

Secretary Duties. That is correct. 

Mr. Gary. But so far as Israel and the nations surrounding it, our 
policy has been to try to maintain peace by not giving either side a 
superiority sufficient to encourage them to start a war? 

Secretary Duties. Yes. That perhaps gives a slightly inaccurate 
impression in that none of those countries have, until very recently, 
sought to obtain arms in the United States because they could get 
what they wanted more cheaply elsewhere, and both Israel and 
Egypt have built up pretty substantial military establishments with- 
out the United States being involved one way or another, primarily 
because they could get what they wanted more cheaply uaithede 
So, largely because of lower prices elsewhere, the United States has 
not been a purveyor of arms to the area. That does not mean arms 
have not gone into the area, because there have been purchases of 
arms by both Israel and its neighbors from other countries, primarily 
in Europe. 

Mr. Gary. I am speaking of our aid program. That has been the 
policy of our aid program. 

Secretary Dulles. We have not used any of our aid program for 
military supplies to the area, and in the case of Saudi Arabia, that is 
not an aid program. They are buying that cash on the barrel head. 

Mr. Gary. But if we are committed to a policy of aiding Israel in 
time of aggression, it certainly is to our advantage to see that those 
neighboring states do not get too strong, relatively, militarily. 

Secretary Duuuss. Yes. 

Mr. Gary. Thank you, Mr. Secretary. 

Mr. Frernanpez. Mr. Secretary, speaking of the $1.5 billion mili- 
tary air to furnish hardware and maintenance to local forces of our 
allies, you mentioned Korea had 21 divisions. Could I ask how many 
men that represents? 

Secretary Dutuss. I would like to have this off the record. 

(Discussion off the record.) 

Mr. Fernanpez. Could I ask the same question off the record/as 
to the nationalist forces in Formosa? 

(Discussion off the record.) 
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Mr. Fernanpez. How much of the $1.5 billion was to help Korea 
and how much to help Formosa? 

Secretary Duties. I would like to have this off the record. 

(Discussion off the record.) 

Mr. Fernanpez. The next question has to do with the Baghdad 
Pact. Off the record. 

(Discussion off the record.) 

Secretary Duties. This can be on the record. 


SOVIET AND SATELLITE AID TO NONALLIED COUNTRIES 


The Soviet and satellite aid to nonallied countries under known. 
credit agreements amounts to approximately $739 million, plus about 
$92 million under contracts which may involve credits, or a total of 
$831 million. 

Soviet bloc offers and contracts reportedly under consideration but 
so far as we know not yet accepted, are an additional $270 million. If 
accepted, these offers would raise the total to slightly over $1 billion. 

Mr. Fernanpez. And these are not to be characterized as paper 
promises? 

Secretary Duties. No; these we believe to be the real goods 

Mr. Wiacieswortu. Did you not also give us another figure for 
loans and grants by Russia to its allies? 

Secretary Duturs. That figure, as far as we are aware, is some- 
where between 3 and 4 billion dollars for nonmilitary assistance during 
the period from 1947 to the present. 

Mr. Taper. Billion? 

Secretary Dutixs. Yes. Mr. Khrushchev, at the 20th party con- 
gress, stated that aid from the U. S. S. R. to its allies amounted to 
21 billion rubles or $5,200 million at the official rate of exchange, but 
we regard that as somewhat of an exaggeration. Our own estimate 
is closer to $4 billion than $5 billion. 

Mr. Frrnanpez. You regard that as a self-serving declaration? 

Secretary Dutuxs. Yes. 

Mr. Fernanpez. That is all. Thank you very much. 

Mr. Cannon. Mr. Chairman, off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Secretary, in duscussing the contents of this 
document, I do not think there has been anything mentioned about 
outright gifts or grants. We have been discussing loans all the way 
through, is that correct? 

Secretary Duties. Most of the amounts to which I have referred 
are in the form of loans. However, in general, the loans are short or 
medium term, with low interest rates, and often provide for repayment 
in goods which the loan recipient produces and is unable to sell else- 
where. 

Mr. Passman. I wonder if we could ascertain the amounts of out- 
right gifts and grants. So far as loans are concerned, there have been 
loans made to those nations from time immemorial. We want to 
know about grants and gifts which they will not pay back. 

Secretary Duties. There is very little of what I gave you that does 
not at least purport to be a loan. As I say, there is an element of 
gift _ that the repayment terms are favorable and the interest rates 
are low. 
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Mr. Passman. Thank you, Mr. Secretary. Notwithstanding the 
facts the interest rates are very low and the price charged is very low, 
if there have been any gifts or grants this committee would like to 
know, and we would treat it in utmost confidence. We would like to 
know the total of those gifts or grants. We read in the papers that 
the Russians are matching our gifts or loans, but we want to know 
what they are giving. 

Is there any way we can get that information? 

Secretary Dutues. It would be very difficult to get that information 
because almost all that I have referred to purports to be a loan and, 
as I say, the grant or gift element is in terms of repayment in com- 
modities, of low interest rates, and the like. It is not their policy, 
generally speaking, to make what appear to be outright grants and 
gifts. It is their claim that for a country to accept an outright gift 
puts it under political obligation, so in order to maintain a pretense of 
not creating a political obligation, they cast practically everything 
they do in the form of a loan. 

Mr. PassMan. Then there is no record of grants or gifts. Is it a 
matter of making concessions in the way of low prices and low interest 
rates, principally low interest rates? 

Secretary Duuuns. Yes, sir. 


OBLIGATED OR RESERVED FUNDS 


Mr. Denvon. Last year the testimony was that there was $8.7 
billion from previous appropriations in obligated or reserved funds. 

According to the newspapers there is $5.8 billion in military aid that 
is obligated or reserved, and $1.2 billion in economic aid that has been 
obligated. 

Would it be possible for us to get a list showing when these various 
funds were appropriated, the purpose for which “the ‘y were obligated 
or reserved, and how far the contract is toward being fulfilled or if it 
is dormant? 

Secretary Duties. Would that be feasible? 

Mr. Houuister. I think it would be almost impossible to find out 
how close a certain contract is to completion. I guess the military 
men could give you some idea on their side, but on “the economic side 
it would be pretty hard to say, in regard to obligations, how close it 
was to actual delivery. 

Mr. Denton. How can we pass on this request unless we have that 
information? 

Mr. Ho.utster. I think if you have the unexpended balances over 
a year or two—— 

Mr. Denton. For instance, if there were so much for airplanes for 
England—— 

Mr. Houuisrer. You are talking about the military side. I would 
rather have the military people answer that. 

Mr. Denton. We asked for that last year. I believe the reason 
the appropriation was cut by the Foreign Affairs Committee was 
because there was that large balance. If you do not have that figure 
I do not see how we can pass on your request. Every other agency 
gives it to us. 

Mr. Houuister. Let me suggest this: 
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Mr. Denton. We asked for it repeatedly last year and could not 
get it. 

Mr. Hou.isrer. There is on page 40 all the unexpended balances 
on the military side. You want to know whether there is an unex- 
pended obligated amount, and how near it is to fruition? 

Mr. Denton. I would like to know when it was appropriated, the 
purpose for which it was obligated or reserved, and how far along it 
is. 

Mr. Houuisrer. I think you should ask that of the military people. 

Mr. Denron. Could you give it on economic aid? 

Mr. Houuistrer. No; because it would mean breaking down some 
2,000 projects. I think I could give you, by showing you charts 
which I will have later, what the unexpended balances at the end of 
the year and what the appropriations are, and show we are on an even 
flow of activity so that we get each year just about what we spend. 

Mr. Denton. But you could not give it item by item? This is 
the only agency that cannot. 

Mr. Ho.utsrer. Let me explain the difficulty. Suppose we have 
a university contract in Colombo that runs for 2 years, and we are 
sending a certain number of our people there and bringing a certain 
number of their people here. Maybe in a 2-year program we may be 
in a recruitment stage, we may have the people down there, it is al- 
most impossible to tell. 

Mr. Denron. You could tell us when the money was appropriated 
and when it was obligated and the amount that was obligated. 

Mr. Houuisrer. Yes; but you asked me how near the contract was 
to completion. I could tell you in regard to a powerplant in Taiwan. 

Mr. Passman. Will my distinguished colleague yield? Off the 
record. 

(Discussion off the record.) 

Mr. Denton. You spoke about power. I asked the International 
Cooperation Administration if they could give me the power projects 
that were financially backed by the United States in the rest of the 
world, and after some weeks they sent me a mimeographed list of 
several pages long, but the list was 10 or 11 months old. I asked 
what had been done in the last year and they said nobody in the 
United States could tell me that. 

Mr. Houuister. Who told you that? Was it someone in my shop? 

Mr. Denron. In foreign aid; yes. 

Mr. Houuister. I would like to know who it was. 

Mr. Denron. I have it my file. It was some statistical agency 
over there that sent the list out. But it seemed to me we ought{to 
have that information, certainly on power projects. 

Mr. Houutster. | will see what I can get for you. 

(The information requested is as follows:) 
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TABLE I.—Summary of ICA and predecessor agencies’ obligations for irrigation, 
reclamation (including flood control) and power projects, cumulative, Apr. 8, 1948- 
Dec. 81, 1966 

[Millions of dollars] 


Table in Obligations 











Program which detail | as of Dec. 31, 

is shown 1955 
= he a aimee r —|- — 
IOA and predecessor agencies’ programs, total...............-- ve ~ededt ee! $321.5 
———$$ | —_—_____— 
European industrial projects ae ses Il sista 98.1 
European overseas territory projects. 3 aie i aiienata Biteceuna | 4.1 
nate A ala all Ee An tieternte Nd os ccesenowes voael EV es — 89.3 
Near East, Africa, and South Asia estan liaieaea pisirkaiidiantodioe ‘ Soild eames amined 129.4 
Latin American | ae ened chennn abpecuand| |W BUEN cinigrons | .6 





Source: Office of Statistics and Reports, International Cooperation Administration, May 31, 1956. 


TaBLE IT.—European industrial projects,1 ICA and predecessor agencies’ obligations 


for irrigation, reclamation, and power projects, by country and project, Apr. 8, 1948- 
Dec. 31, 1956 


(‘Thousands of dollars) Cumulative 
total through 
Country and project Dec. 31 
I a a oi gigs die inn dbea ooo _ $86, 115 
Denmark: Steam electric station (60,000 kilowatts) at Knyby--_-----. 3, 317 
Se re a ee he ee bens we eee 17, 896 
Extension of the Office du Niger irrigation project in French West 
I a a ne a ge 1,191 
Thermal electric powerplant at Dechy (120, 000 kilow Sees csp 11, 938 
Boiler for steam electric station at Arrighi (100,000 kilowatts) ___—- 2, 444 
Boiler equipment for steam electric unit at Nantes Chevire (100,000 
IRE EE AED prep tue cse ae ac 1, 801 
Boiler equipment for second steam electric sti ition at Arrighi 
CRM SOON <6 ccc mdivccmaewewensame~nn aie i Sa 522 
nn a la oe Se co ewue bebo 4, 857 
Expansion of hydroelectric plant on Sog River__-.......-.------ 3, 890 
Exapnsion of hydroelectric plant on Laxa River_____--~_-- ee 967 
a eh Nk a Na cl in a ot Sa ws whic 59, 979 
Steam electric station (50,000 kilowatts) at Genoa___..._._-__- - 5, 510 
Steam electric station (60,000 kilowatts) at Palermo-_-—-__.- a 5, 73 
Turbogenerator with 60,000 kilowatts capacity to serve northern 
ed os a ae ce ore ee a mtn ues 6, 092 
Turbogenerator (50,000 kilowatts) at Genoa for Societa E dison, 
Rr Sl Pett auton oe 2h acto pees Ses £ esd a da cme 6,111 
Turbogenerator (50,000 kilowatts) near Turin for Societa Idro- 
electtrica Piemonte eae aero ae naire Stee ean 5, 937 
Steam electric station (60,000 kilowatts) at C ivitavecchia, Rome... 5, 608 
Steam electric station (60,000 kilowatts) at Naples_.........-.--- 6, 014 
Steam electric station (100,000 kilowatts) at Piacenza_.__.______- 10, 357 
Steam electric station (30,000 kilowatts) at Naples_....__--- 3, 280 
Steam electric plant (120,000 kilowatts) near Tavazzano for TSEI. 2,478 
Addition to steam electric plant (30,000 kilowatts) at Turin ~~~ 2, 862 


See footnotes at end of table, p. 26. 
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TaBLeE IT.—European industrial projects 1 ICA and predecessor agencies’ obligations 
for irrigation, reclamation, and power projects by country and project Apr. 3, 1948- 
Dec. 31, 1955-——Continued 

[Thousands of dollars] 


Cumulative 
Country and project—Continued total through 


Dec, 31 
Netherlands: Thermal powerplant (124,000 kilowatts) on the Amer 


a a crease me eatinien ae etes $3, 092 


Portugal: Irrigation and power development in the Sorraia Valley and 


nN SUNN rancid cruihraiaicnsernindiieeh eee adm aigienbikdanain 897 
cinta hails dean at la a sat ation el ert mod em at We Re thease aE apie 7, 500 
Thermal powerplant at Burcens... ..........ccccacccenwcdsseses 3, 750 
Thermal powerplant at Escatron... ......-...- cece cccenencnne 3, 750 
Cal ae ca ea aks i ndnineh seine igalbeh tiie aban 60 
Soil and water resources development.._......-....-.-.---..--- 32 
I aa ales wns i ab a bs bs eng ani tw et os aga 12 
Electric power transmission, distribution and development-.- ---~--- 16 
International: Austro-German hydroelectric powerplant at Braunau 
SE i a ven canicednccunnndedbeteneeobuedaunsaeseasabubd 517 


1 The European projects, except those for Yugoslavia and Spain, were approved under a special ECA 
program for European industrial projects which was active during the fiscal years 1949-52. These were 
projects involving major construction, modification, rehabilitation, or equipping of plants or facilities, where 
substantial amounts of integrated engineering or dollar procurement were required. The Spanish and 
Yugoslav projects were approved in fiscal year 1954-55. 


Source: Office of Statistics and Reports, International Cooperation Administration, May 31, 1956. 
Tan_e IIl.—European overseas territories ICA or predecessor agencies obligations 
for irrigation, reclamation, and power projects as of Dec. 31, 1955 


[Thousands of dollars] 


Cumula- 
tive total 
as of 

Area and project Dee. 31 
European overseas territories, total...........--.-------.----- $4, O84 
Belgian territories: Belgian Congo soil survey...-.--...--.------------ 38 
French territories: French soil conservation program, Algeria _....-.--- 535 
Netherlands territories: ‘‘Eysvoogel plan” land reclamation, Surinam_-.. 1, 084 
er  LumulisndibiinWw win enwe wen auidemaais 2, 427 
ITI ND i lt 2, 203 
Mid-Clarendon irrigation project, Jamaica__...-..--------.------ 175 
Construction of reservoirs, British Somaliland_.......-.------------ 32 
Antierosion and reclamation, Cyprus_..........------.---------- 17 


1 This program, in which ECA utilized European program funds to finance specific projects in the over - 
seas territories of European countries, was active in fiscal years 1950 and 1951. This table shows the status , 
as of Dec. 31, 1955, of the obligations originally entered into during that earlier period. 


Source: Office of Statistics and Reports, International Cooperation Administration, May 31, 1956. 
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i TaBLE 1V.—Far East program ICA or predecessor agencies’ obigations for irriga- 
tion, reclamation, and power proiects by country and type of project June 5, 
1950-Dec, 31, 1955 

Cumula- 

{ Thousands of dollars] tive total 

through 

Country and project Dez. 31 

Far East, total___-_-- SFA Ak ce os Sek aes a aia nie sd aig ercal $89, 317 
Cambodia, Laos, and Vietnam. - - = aston ts tod abt i cement ta eat, a tiie 1, 960 
Irrigation and reclamation_- eer ee eee 1, 364 
Ae OOD 6 se cde cn xeredeeanens nacht wees 596 
I a. 2 acces Werte nantes ae aia abe 197 
Irrigation and drainage development. -.-........-.------.-...-.--- 192 
ina iD ER ili ate cei is ti casas cists wi hh Wises ioe rl 5 
Ching TP GPIIOERD | 6 nnncmudeneasn=a i Sea ae 31, 364 
Tien-leng hydro power station, Taichung._..........-_.---.-.-.-- 446 
Li-wu hydro power station, Hu: vlien, and east-west tie lien 1, 064 
Tung-men hydro power station, near Hualien__._.........------- 1, 200 


Tien-leng (Peaking project) hydro power station. ............----- 1, 200 


Nan-pu steam powerplant, Kaohsiung, thermal............... --- 6, 091 
ae cae de aiecaen aig eae atettaaaet aie aetepicatasie ian iarkshcdbdiehislcbonsin 457 
I al So a oc pn egpashen 1, O89 
BGs SORT 6 oc occ encuueaccmndnaece sd ad aon Bekah ax cab hiatal cai 78 
Caen 58 
I os a ea dnc sen boning medi erate dine 3, 064 
ht eer hate ca delealaiabenienee 3, 755 
a EEN SNe NNO ik ya sn os bon ws MS Shin i wl a oe indo 259 
Power transmission and distribution ____-_- ssoaa'slide sd sais he sedi oe sinaamanile 10, 658 
Sun-Moon peaking hydroelectric project_._..........--.--------- 750 
Water resources survey__....-_---- ha sae ae 160 
Primary system improvement- - --- dct gush na seeatacae ecu ater atria alba 1, 035 
I rie oe a oa, ahs aoe a onder el nnd Saad aw asics Bille es wana emia ebin a hiaie 217 
Sais hah cds asia tm ined os Medal Baa a sand 135 
I ed lc cb As Nis ao tans He Miva onid we Bema aa 82 
cca a aha oh ch oa as eset 0a tia aes Ss den sae enema ae ace 43, 111 
Thermal power developments (Seoul, Pusan, Sanehok) .__-.------ 1 30, 000 
PEAODO DT Oe DONA Geno 5 nc pecnne nnn dn acdc manemenene 6, 383 
Vlood control. a : ai ic oi aso oa sh aed is a ieee wtlerea esata 748 
Irrigation and land reclamation ?____.----.-------------------- 2, 930 
Hydro exploratory survey —--.---- ssesa ia stteais aise ada tie 150 
Power rehabilitation engineering services___........------------ 600 
Thermal powerplant transmission line conne etion- I a ca 2, 000 
re a a ce 7, 555 
Water resources planning development_...........-.----------- 222 
en 2 A FE aad nh neau sadn an ee eaeonn =< 1, 755 
Irrigation -gravity (rehabilitation) .......----- a a a 948 
Irrigation—gravity (new systems) sch ie i ieee at a 4,405 
Electric power survey._------------ Se a ig EN ae 12 
I ac oc ass (as ws ania rab ahieaeiiinabaen a oa 39 
iat sc cg a ls ac lgapieals intpennCeeialaeindd 174 


! Includes $1.0 million technical assistance. 
2 UNKRA field of responsibility prior to fiseal year 1955. 


Source: Office of Statistics and Reports, International Cooperation Administration, May 31, 1956. 
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TasLte I1V.—Far East program ICA or predecessor agencies’ obligations for 
irrigation, reclamation, and power projects by country and type of project June 
6, 1950—Dec. 31, 1955—-Continued 


(Thousands of dollars] Cumulative 
total through 

Country and project Dec. 31 
ete i an ae bk ebaeinnmeemans $4, 913 
i i Os a cndendaceeatetwers cede een naabanee 3, 683 
IO CORREO. 6.60 cnnennaccccncdacdkhdencedueudoads 10 
Power system survey and rural power__-......--.------.-----.-. 949 
i i. ctertddnsetnashohvedhbkeneeeueantebe 55 
IIR nk ne een anciuwnatn ese be Cool cmemeneedune 36 


North East ground water development----.........-.---------- 180 


Taste V.—Near East, Africa, and south Asia ICA or predecessor agencies’ 
obligations for irrigation, reclamation, and power projects by country and type of 
project July 1, 1951-—Dec. 31, 1956 





[Thousands of dollars] 

Cumulative total 
Country and project through Dec, 51 
Near East, Africa, and south Asia, total_.................-.. $129, 383 
Afghanistan: Helmand Valley development_-._.........------------ 977 
I aa a oa op ag aan aire emieaneil: 3, 271 
Speen WNP CNIGN oon a oo nn se cncccicccncupuensecmne 285 
enn eNO So 2 Se ce ox bbe cdekanaaeeos 220 
Drainage investigation improvements _ --_............---------- 29 
ee Sa 5) wereundeaecbaiarneabibesion 51 

Land reclamation and development: 
re COC Oe CAS ni A ines ieibdadaaem ennai 1,719 
I Soe i cnet oe astente apartments 967 
NNER tO re kee A ohn ees hes pin ens aauis etic gistaneaen ouhia 547 
Ian aS TEINS NN a a a 147 
oc a a iclasausla pie wit de sarmanenmnie aie aie martes 400 
NN iD a a i ee On ti Gann wena ~~ 23, 502 


Thermal electric plant in Eubean Gulf territory (80,000 kilowatts) _ 7, 040 
Electric transmission, transformation, and distribution from 


ee ee 198 
Hydroelectric plant (40,000 kilowatts) at Agra on Vodas River-_-- 35 
Electric transmission, transformation, and distribution out of 

a i aie ar er alr lita ai 83 
Electric transmission, transformation, and distribution out of 

I Se a a nell neta hink 129 
Hydroe:ectric plant (5,000 kilowatts) at Louros_.........------ 42 
Electric transmission, transformation, and distribution out of 

I UN ee re ONS a 2 i s or a a 3 
Owner/engineer services to Greek Government on Greek electric 

ONIN UII oo oe ee ce te et 5, 000 
Aliveri (80 000 kilowatts) thermal electric plant. -........------ 10, 972 

a a a la elie ce oma ac it ae 41, 881 
en IIR 520 Ooo oe sala deine enna wee ne aan 19, 530 
Pere anne SenNIIR 25.2 2 Sos oS ene cans ncenme leon am 8, 189 
es Nc occcccemaninsedetepamaneeeeen 4, 050 
nen See NWN 8S nn nos Pees ee eee oes ob Lie 465 
Technical services water resources and power development-_------ 90 
IY PrN ON i a ee ee or ees 7, 844 
SE SIE END hog Sane da a ee mine meee 1, 065 
DCT 1 Tle Ceuct oon strc cadscarteralsvanesubenenace 563 


SINTER Ea To Sr eo ep ie ee 85 
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TaBLe V.—Near East, Africa, and south Asia ICA or predecessor agencies’ 
obligations for irrigation, reclamation, and power projects by country and type of 
project July 1, 1951-—Dec. 31, 1955—Continued 


[Thousands of dollars] 
Cumulative total 


Country and project through Dec. 31 
i ee ee ena a atte aac amen $3, 555 
EE Ee 117 
I a al gS intl a es el ts nn TB 50 
a cscs ae pa een ae eae 200 
Pe rr I IO ood os ein ae Seem diemnn heen eceseuban 158 
Saran ca ha co's cecen er partes nigh midge aod ax Sales pa 143 
a a ia al ae ad av as ws So ied eg slab bs pat ac 207 
RII 08 ore Oe Se eke dee 116 
I i celta entilieimmeioeneeanenen aim 60 
Deep wells—Yezd area (for irrigation) -..........------------- 150 
Development of Khuzistan plains_...............-...-.-.----- 425 
Shiraz powerpient ae gh ae a er Sa ed sh had Seo nah eed ng ch ances oe 450 
ae en, name nennavehona wees 1, 400 
SRNR CHOP ONNINNING Soo cic cman ducsiweaduekocn eeu SeetepesS aia 25 
ie rue ah de Dae ewe nw EnGedeewueedeemeaae 54 
ae ee ee ken cL aden bent Ape a mama sam wa 423 
I i a let at da ct ehh in diet 5 
EPSISMLION GODSIFUCUION GOBIBN . « ... 6k onc cece ccc cecccnncsacus 194 
Irrigation and drainage laboratory__.............-..---------- 4 
Water resources planning irrigation laboratory and ground water 
INNES cant 45. on dened de es benitbntdnabietenels dadnni 170 
an Ot I NN ik ss dy alas aaa aE Ree ein ee 50 
ao aes maace cur weak ccanie herds ste Oka ees aws 79 
er I oot ee PD de cb ee kas ek Ree Sate eek 54 
nee EOIN Sk OO ent nen Uo ade ialeiaaiwds 25 
aah ca res SNe gh a a i ath i tl 7, 691 
Range management and ground water development__------- each 3, 092 
i rr Ts cpkcvn cds enn wnee eek ncinwerdniinwed= 1, 328 
General Wadi development. _._...---.------- spare ts Madea aac 2, 624 
a a ce eis 12 
Cree er IMINO. gS oka cdancccuncweaeddesnidmace 596 
PORURET GG BO COUNT VARIO... «0... noo cent cn cccccccncsecce 39 
NN nl a Ec era ge es i kL 1, 469 
li ae li a a a rl 84 
IRN 120s 2 i ne bias 2 oe aS a Sk Wee 6 hw ec bee wie Bios 746 
I ttt oe willis a bine dink omni 550 
Mr Geen SOOORUNBINSENGO GUPVOV. a... cons cicc cc woccc scans cen cecsccn 89 
a a al a a Rc is iis es wpe teh nnavinie 488 
a i ss ean mete Sika nl Spm anew aha 12 
Sirsia irrigation projects. __..._—-- Plea uk eee escuneewtdos 45 
ON i dk rea gia ad 95 
I i a i isi teh ln 13 
a nwnmcnecemdbwoanen we 79 
ee Vey CE hos oe seul ok wus eavenoedvedas 244 





30 


TaBLe V.—Near East, Africa, and south Asia ICA or predecessor agencies’ 
obligations for is rigation, reclamation, and power projects by country and type of 
project July 1, 1951-Dec, 31, 1955—Continued 


(Thousands of dollars] 
Cumulative total 


Country and project through Dec. 31 

Pakistan Fee si SN re er I a rca inn i tema $25, 298 
Land and water resources _____ ____-_- Vous seer eeee 10, 109 
OE on ceacnane iad cme dada wlid lle 75 
Makhidham reclamation aes as or cea Ee ene eras RE LOE 500 
Ground water exploration and tube welle.. 0102026 Hse 200 
Cn CU INUINOR = ee USE 2, 100 

Soil and water conservation __._........----- cee eS pees 115 
Taunsa barrage. _ _- ae) a 6, 000 

Soil and water conservation Baluchistan (Sailaba) - Ee 185 

Soil and water conservation (range and pasture)... 2.22... -- 55 
Punjab ground water survey__-__-—---- a eerie ss J ES 1, 638 
Water resources advisory phe Use tsa 4 71 
Karnafuli multipurpose (power r and communications) ._________- 4, 250 
Me ee So ee ee tees ee 2 Sseoccuseccges eee “19, 941 
Sariyar hydroelectric power proje > ee stodwgtnunteawdn Sud 12, 606 
Power transmission line from Catalagzi thermal project _ seagate 6, 457 
Bosphorous aerial transmission line... ---......--.--.---.....-. _878 
Overseas territories, NE A___.-_-_- tee NO et Ee Ae eh 261 
Gold Coast: Land planning and soi] conservation... ........----- 229 
CRRETENEE: “SOVRRNENOE SRONINND 2. icici cesdesrsen ae leeS te 32 


Souree; Office of Statistics and Reports, International Cooperation Administration, May 31, 1956. 


TasLe VI.—Latin American program, ICA or predecessor agencies’ obligations for 
irrigation, reclamation, and power projects by country and type of project July 1. 


1951—Dec. 31, 1955 
Cumulative 


through 

[Thousands of dollars] Dec. 31 
Latin Ameninn 400. co. coe een ee ee eS eae ee $580 
I ase ni ce a Se oe tal oo Soe ene Siem tu ee 70 
eee ARERR on Soa ae ee ee ae ween eo wed ees 50 
Peeler rer rennnn, SoS oS. cen ewe ee seaee tna tutun eck been 20 
EN ee eae tare oe ween re on see deteewds seen dec A 505 
Development of Artibonite Valley . . .... 2... 2 coc ccc cc cwc ec sec sce 275 
SParrrUIA TS MONOID” 8-9 bray = Orel Be oo Ho 5 os cht wa ate ae 110 
Irrigation, Cul-de-Sac (Riviere RNY oie ici caw uL Res sae 120 
IN ee i Bak er le a nm in aia mcmama es bee 5 
Re ee I nn os cane pe we tkenaenekenau ae 5 


Source: Office of Statistics and Reports, International Cooperation Administration, May 31, 1956. 


Mr. Denton. One other thing. Somebody handed me a paper 
called Legislative News, and it contained a stetement by the Comp- 
troller General’s office in which he said approximately $400 million had 
been spent by the Foreign Operations agencies which they should not 
have spent. I imagine that was that money that was obligated to- 
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ward the end. And the statement was also critical of the way the 
money had been spent. Are you familiar with that? 

Mr. Houuister. Somewhat, but not thoroughly. 

Mr. Denton. Do you have a copy of that? 

Mr. Houuister. Yes. 

Mr. Denon. Could you supply it for the record? 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. Denron. One other thing, as I understand your statement, we 
are not in the position of bidding against Russia for the favors of other 
countries? That is, when we offered to assist in building the Aswan 
Dam we did not do that because Russia was going to help build it. 

Secretary Duties. That is a fact. 

Mr. Denton. And the fact that Russia is spending money in those 
nations is no reason we should spend more money in those nations? 

Secretary Duties. Not necessarily. 

Mr. Denton. And it is not the policy of the foreign-aid agency to 
try to buy friends? 

Secretary Duutuxs. No, sir; it is not, and we are not asking for any 
greater expenditure this year than last. The actual rate of expendi- 
ture is expected to be relatively constant at a total of about $4 billion. 

Mr. Denton. Possibly when you give money to people you make 
enemies rather than friends of them; do you not? 

Secretary Duties. No. It depends on what you give and the 
circumstances of the gift. Certainly when you are assisting a country 
to maintain a military establishment that it needs and that we need, 
the fact we do make a grant rather than a loan does not make enemies. 

Mr. Denton. You do not feel the person who is the recipient of 
charity might become your enemy? 


NEED FOR MUTUAL SECURITY PROGRAM 


Secretary Duties. Our policy is to try to maintain a friendly 
bulwark of freedom in parts of the world we regard as important to us. 

Mr. Denron. You think we have to give them the money to make 
them friendly to us? 

Secretary Duties. No. We have to give them that to maintain 
the bulwark of freedom. For example, I was in Korea in 1950 before 
the attack. There is no doubt Korea was friendly, but it was not a 
bulwark of freedom. We had to spend billions and suffer 150,000 
casualties to make good that lack. 


KOREA 


Mr. Denton. You believe we should have left the Army in Korea? 

Secretary Dutuss. I do not think we should have left Korea 
unmanned, either by her own forces or our own. 

Mr. Denton. We are spending a considerable amount in Korea 
now. Do you see any relief in that expenditure? 

Secretary Duuuss. I think that can and should decline somewhat 
as the economy of the country becomes stronger as a result of the 
money we are already spending there, and it may be possible to cut 
down somewhat the size of the Korean military establishment and to 
depend more upon the striking power which we have in the area. 


78669—56——3 
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One of the factors in these matters which we have to take into 
account is the morale of the people. They have been through the 
experience of having had no military establishment of their own and 
having our forces withdrawn. I think this should be off the record. 

(Discussion off the record.) 

Mr. Denon. I appreciate your problem but there are a number of 
other danger spots over the world other than Korea. 

Secretary Dutues. Yes, sir. 

Mr. Denton. Do you think the economy of the United States can 
afford to maintain forces like that all over the world? 

Secretary Duuuss. I believe we can support and should support the 
kind of a program that we are recommending here. This is part of our 
total defense program and it is my belief, reenforced by the judgment 
of our military advisers, that if this program were reduced we would 
not save money, but would have to spend more on our own Defense 
Establishment. 

Mr. Denton. What I am trying to get at is that expenditures in 
Korea and China make up about one-third or one-fourth of the 
program. 

Secretary Duties. They make up a good part of it. 

Mr. Denon. If other trouble spots were as great as that our 
foreign-aid program would be greater than it is? 

Secretary Duties. Yes. 


AGE OF CHINESE NATIONALIST ARMY 


Mr. Denron. Is the Army of the Chinese Nationalists getting 
overage? 

Secretary Duties. No; it is being now replaced by forces that are 
recruited from Taiwan. In other words, the original army which 
came there from the mainland of China is, to some extent, becoming 
overage, but they drop out and new people, younger people, are being 
recruited from the inhabitants of the island. 


CHANGE IN PRESENT FOREIGN POLICY 


Mr. Narcuer. Would it be correct to say that the foreign policy 
of this country has radically changed during the past 10 months as 
a direct result of Russia’s new policy and new face that is being 
presented to the world, and that this radical change has reduced the 
military forces of some of our allies? 

Secretary Dutuirs. No; I think that would be an overstatement. 
There is no doubt but that the Soviet moves have had some impact 
upon the thinking of some of our allies, but so far that has not been 
translated into any actual military actions, although I hesitate to 
say that may not be the result. At the last NATO Ministerial 
Conference there was unanimous agreement by the 15 foreign ministers 
there that nothing had happened to justify a relaxing of the military 
forces of NATO. 

Mr. Natcuer. Do you believe that this new change, so far as the 
attitude on the part of Russia is concerned, has diminished the chances 
of brush-fire wars throughout the world? 

Secretary Dutues. I think perhaps there is less risk of a repetition 
of Korea, where, quite openly, the Soviets armed and stimulated the 
attack. I doubt they would do anything in the near future as openly 
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as they did in the Korean war; but there is still, 1 think, some risk 
of what you refer to as brush-fire wars, although perhaps not stimu- 
lated as openly and brazenly as the Korean war was. 

Mr. Narcurenr. Mr. Secretary, assuming in your opinion that there 
is a diminishing of the possibility of brush-fire wars throughout the 
world, has there not been a change in our foreign policy to the extent 
we are now giving more thought to protecting the nuclear striking 
power of the United States and further it is not necessary to maintain 
as large military forces throughout the world with our allies? Has 
there Sean any change at all as a result of Russia’s change in attitude 
in our foreign policy, especially as regards foreign aid? 

Secretary Duties. Quite independently of the Soviet policy, and 
purely in the interest of our own Military Establishment and its 
maximum efficiency at minimum cost, we have ourselves put more 
emphasis on the nuclear weapons and the like, and somewhat less 
emphasis on the actual number of men under arms. 

As President Eisenhower said yesterday, the recent Soviet announce- 
ment, if valid, reflects they are doing about the kind of thing we 
decided to do a couple years ago, a shift of emphasis. I would say 
the Soviets were following us rather than our following them. 

Mr. Natcuer. Mr. Secretary, will you at this point in the record 
file a short statement showing foreign-aid appropriations made by 
this country beginning with the close of World War I and extending 
to World War II, and then from World War II up to the present time? 

Secretary Duties. I think that could be done. 


TOTAL FOREIGN AID APPROPRIATIONS 


Mr. Natcuer. According to the figures that are carried in the 
press from time to time, it amounts to some $139 billion or $140 
billion. 1 am just wondering if that is correct? 

Secretary Duties. Do you want to include the war debts? 

Mr. Natcuer. Mr. Secretary, if you construe that as a part of the 
foreign-aid program, put it in. 

Secretary Duties. We have nothing that is technically known as 
a foreign aid program. We have now a mutual security program 
whereby we try to enhance our own security in this way. I suppose 
that the so-called war loans made during the First World War and 
largely forgiven later were a mutual security effort. I think we can 
approximate what you have in mind. 

Mr. Natcuer. Your statement concerning the name of our pro- 
gram as generally understood by the people. As far as the name of 
the agency is concerned, whether it is mutual security or whatever it 
is, we all know what we mean by foreign aid, so let it be based on 
that point. 

(The information requested may be found in the appendix page 953.) 

Mr. Narcuerr. Mr. Secretary, do you have any complaints through- 
out the world from the people who are recipients of foreign aid from 
this country that we are spreading our foreign aid too thin scientifi- 
cally? 

Secretary Dues. Some of them think it is too thin so far as they 
are concerned. A good many of them do. 

Mr. Narcuer. What about Asia, Mr. Secretary? Do you run 
into any corruption as you go along? 

Secretary Duuturs. In different parts of the world we run into 
different moral standards and things we call corruption are not called 
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corruption in other countries. But we try hard to see we get a full 
dollar’s worth for every dollar that we spend, and I think we are 
reasonably efficient in that respect. 


KNOWLEDGE OF FOREIGN INDIVIDUALS OF UNITED STATES AID PROGRAM 


Mr. Narcuer. Mr. Secretary, I believe you still are of the opinion, 
that people in the countries receiving foreign aid funds from this 
country should know that this money is coming from the United 
States Government. 

Secretary Duties. I think that is useful but not indispensable. 
We are not spending this money to get gratitude. We are spending 
it to get strength and vigor and cooperation in places where they are 
needed in the interest of the United States, and if we get that we are 
not so much concerned with the precise degree of gratitude we get. 

Mr. Narcuer. In France, for mstance, the leadership has changed 
with the changing of the moon. Do you believe it would be a good 
idea, as we go along, to let the people of France know what we are 
doing? 

Secretary Duties. We are not giving any economic aid to France 
at the present time. 

Mr. Narcuer. Assuming we were. Would it not be fine to let 
the people in each country know just what is being done for them? 

Secretary Duties. I think it is useful, but I also think the pursuit 
of gratitude is one of the most elusive things you can undertake. If 
I thought a dollar of this money was being spent for any purpose 
other than to serve the interests of the United States, I would say 
cut it out. I would not give a dollar for gratitude, but if it helped 
the interests of the United States I would give it whether or not there 
was gratitude. 

ASSISTANCE TO INDIA 


Mr. Narcuer. From time to time we hear that one of India’s 
most pressing problems is its poor transportation system. How do 
you feel about foreign-aid money so far as increasing the transportation 
facilities of India? 

Secretary Dutuzs. I believe it is greatly in the interest of the United 
States to prevent communism, which already has control of most of the 
Eurasian land map, and I believe it is in our interest to assist in the 
success of a democratic non-Communist regime in that area if it will 
prevent that Jarge reservoir from falling under Communist control. 

Mr. Narcurer. Thank you. 


RUSSIAN LOANS OR GRANTS 


Mr. Taser. I wonder if these loans or advances that Russia has 
made to these other countries have actually been accomplished or 
whether or not they are just agreements that they will advance or 
loan or give credits for certain things? 

Secretary Duties. Some of them we know are actually accom- 
plished. I mean, things are actually happening. 

(Discussion off the record.) 

Secretary Dutuss. I would think, Mr. Taber, it would be a mistake 
to assume there is not a considerable degree of reality behind the fig- 
ures I mentioned. 
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ATTITUDE OF AFGHANISTAN AND PAKISTAN 


Mr. Taper. I have noticed in the press recently that Afghanistan 
and Pakistan had been having conferences with the Russians. I 
wonder if that means they have jumped over the traces? 

Secretary Duties. As far as Afghanistan is concerned, there is 
evidently a swidbAdeabie amount of Soviet influence in the area. The 
Soviets are paving the streets of the capital, Kabul; they have built 
some grain daavanbre: they are building a pipeline down to Afghanistan 
from the Soviet Union, and the Soviet influence has gained in part, 
at least, because of the controversy which has gone on between 
Afghanistan and Pakistan with reference to the dispute over the so- 
called Pushtunistan issue. I would say there is no evidence whatso- 
ever that Pakistan has ceased to be a loyal ally of the United States. 


PALESTINE REFUGEE PROBLEM 


Mr. Taser. What could you tell us about those Palestine refugees? 
Has that problem progressed any nearer to a solution than it was a 
year ago? 

Secretary Duties. I am afraid I cannot report any good progress 
on the solution of that problem. It is a very, very stubborn problem 
indeed and the number of refugees does not diminish, because while 
some die others are born in these camps, so that the total camp popula- 
tion remains about the same. It has not proved practicable to work 
out any shifting of these people to a permanent base within the Arab 
world, because the Arab contention has been that they should all go 
back again to Palestine, and they do not want to agree to a solution 
that would indicate from the political standpoint that they were re- 
nouncing their claim that those people should go back to Palestine 
The Arab countries have not been disposed thus far to take any major 
steps to liquidate the problem. 

Those people are being kept alive largely on the help provided by 
the United Nations out of funds provided in the main by the United 
States, although others contribute to it. But this is not an easy 
problem for which some solution is near. We have tried in many 
ways to get it solved, but the political problems which underlie it 
seem to have precluded any solution. 


CHANGE IN RUSSIAN FOREIGN POLICY 


Mr. WieeLteswortu. Mr. Chairman, I do not want to detain the 
Secretary. I think he has given us a very helpful picture. 

Just by way of a brief summary, Mr. Secretary, I understand from 
what you have said that, in your opinion, there has been no change 
in the fundamental objectives or strategy of the Kremlin which would 
warrant any relaxation of our efforts. 

Secretary Dutixrs. To the extent there has been any change, it is, 
I believe, due to these policies of ours which in large part so do and, 
in my opinion, if the changes prove anything at all, they prove that 
we should continue these policies. 

Mr. WicGLEeswortH. Would it be accurate to say that, so far as 
we know, there has been no change in the fundamental objectives or 
strategy of the Kremlin but that there has been a change in the 
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methods or tactics, particularly in the Near East and Asia, where the 
emphasis is now placed on the cold war? 

Secretary Duuuzs. Yes. 

Mr. WiceLeswortu. And it has been the success of our military 
programs which have in large measure compelled that shift? 

Secretary Duties. Yes, sir. There is, I think, a change of tactics. 
There is no change, as far as we can observe, in the broad objectives 
of the Soviet rulers to use their own power and the influences of what 
we call international communism to make that communism dominant 
throughout the whole world. 

Khrushchev said last December “They ought to remember once 
and for all that we never renounced and we will never renounce our 
ideas, our struggle for the victory of communism.”’ And their actions 
indicate that is the case. Their tactics seem to have shifted to less 
emphasis upon violence as taught by Stalin and more emphasis upon 
economic methods of subversion—getting technicians into a country 
and measures of that type. 

There is, as I pointed out, the beginning of signs of greater liberalism 
within Russia. I believe if we can stand firm and solid and keep the 
present tactics of the Soviet rulers from gaining any great successes 
which would enhance their authority and prestige at home, these 
liberal forces will gain power within Russia, and we can look forward 
to what we might call a permanent and lasting success. But that is 
not yet within our grasp and will not be within our grasp unless we 
adhere to policies such as those reflected by the mutual security 
program. 

NEED FOR MUTUAL SECURITY PROGRAM 


Mr. WicGLeswortH. You would agree, I assume, that with a view 
to obtaining that objective it is essential not only to maintain sufficient 
military power to deter military aggression, but also to develop 
sufficient strength and firmness to deal effectively with the overall 
threat of the cold war? 

Secretary Dutuns. Yes, sir. You referred to Asia. We must 
remember that in these newly developed countries there is a very 
passionate desire to develop their industry, develop their economy in 
terms of bigger and better powerplants, water power, irrigation, and 
the like. Now, to some extent their ideals perhaps go beyond what 
is practical to realize; but the Soviet Union through its own very 
cruel processes of abusing its manpower has transformed its own 
economy very largely from that of an agricultural community into 
a major industrial power; that fact bas caught the imagination of the 
peoples of Asia and when the Soviets come around and say “We can 
show you how to do it in the same way we did it,” there are many 
people who tend to fall for that. And it would be possible to gain 
through economic measures, through sending in technicians who also 
are trained Communist agents—in that wav for the Soviet rulers to 
gain successes which they have failed to gain in a military way. And 
I think we must be on our guard against that if these areas and peoples 
who are needed as part of the free world are to be saved from. being 
amalgamated into the Soviet bloc. 

Mr. WiccLeswortu. Is it not also true, Mr. Secretary, that if we 
can contribute as friends to a realization of the aims and ambitions of 
those nations to which you refer in Asia, we can thereby help to con- 
struct the bulwark of freedom in the world, as I think you called it? 











awn wait 


a RR Ait tet 


a 


37 


Secretary Duties Yes, sir. The United States itself would be ia 
a relatively far weaker and more vulnerable position if the Com- 
munist world was able to use the resources, the manpower, and 
strategic locations provided by those countries that are now a target 
of the new Soviet tactics. 

Mr. WiaeLeswortH. You have pointed out the danger in terms of 
lessening allied support from any action taken in this country which 
could be interpreted as weakness or abandonment of the program we 
are now considering. Is it not also true that there is a very real 
danger that any such action might result in commitments by Russia 
from which it could not retreat, and which might ultimately make 
a war inevitable—— 

Secretary Duties. I am not quite sure I understand that question, 
sir. 

Mr. Wicecieswortu. Js there not a very real danger that any action 
taken by this country which could be interpreted as weakness or 
abandonment of this program by the Kremlin might lead to commit- 
ments by the Kremlin from which it could not retreat, and which 
might ultimately make war inevitable? 

Secretary Duties. Well, if the Kremlin felt we were weakening, 
they might take on engagements which would commit their prestige 
to an operation which, in fact, they could not pursue without it 
leading to serious friction with the United States. 

Is that the answer to your question? 

Mr. WieeLesworts. | think so. That is all, Mr. Chairman. 

Mr. Fenton. Mr. Secretary, anything we might ask you now would 
probably be repetitious, but I am thinking of our people as a whole. 
In view of the fact that we have so many experts in your field, and 
believing that you are doing a fine job, I wonder if you could give us 
an up-to-date statement to reassure the people of this country that 
this program is really necessary. 

I know, as far as I am concerned, that you have given the answer 
here many times; but in the language of the ordinary person on the 
street in my district, which has a great unemployed population, can 
you assure them by any statement that this program is really necessary 
and we should not go backward? 

Secretary Duties. I am scheduled to make a speech out in 
Ames, Iowa, the first week in June and I am trying to think 
whether I can answer your question in terms of that speech. I do 
not know whether I will succeed, or not, but I am going to try. 

Mr. Fenton. | would certainly appreciate, without divulging any 
secrets, your going just as far as you can to reassure our people. 

Secretary Duties. I may say if you have any concrete suggestions 
to make to me which would help me in my speech writing, I would 
appreciate it very much. 

Mr. Fenton. Of course I have confidence in you, sir, and if I may 
have a copy of your speech I will appreciate it. 

Secretary Duties. If I cannot make it good enough, I may not 
make this kind of speech at all, but I am going to try to, because I 
feel the need of it. 

It is a strenge thing—perhaps not strange, but there is no serious 
question, I think, in this country as to the desirability of spending 
$36 billion, or thereabouts, to maintain our own United States mili- 
tary establishment. There is an extra $4 billion, roughly, which we 
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we spend around the world and which makes that $36 billion very 
much more valuable. If we did not spend the extra $4 billion, the 
value of the $36 billion would be very much less, and we would have 
to add to it very much more than the $4 billion to maintain an equal 
value. 

You take this matter of the striking power necessary to deter ag- 
gressions. If your striking power only comes from one place, it can 
be neutralized. It is the capacity to strike from many places around 
the world, and nobody knows in advance which would be the place 
that creates the great deterrent there. But you cannot have bases 
around the world unless you have them in friendly countries and in 
a friendly environment where the people are going to cooperate with 
you. 

I would say from a purely military standpoint, if we lost the benefits 
which flow from the mutual security program, there would be a crip- 
pling effect upon the Military Defense Establishment and we would 
have to spend a great deal more money to increase its power than we 
would save through the cutting of the mutual security program. 
That is the case presented to you by our military people, and on the 
basis of my own observations, I would say it is an entirely sound one. 
But because our own military power in part increases its effectiveness 
through this program of cooperation, it gets a label of being a “foreign 
aid handout.” If I thought this were a “foreign aid handout,” as I 
said before, I would not favor a dollar of it, because I do not believe 
it is the business of our Government to eive away the taxpayers’ 
money merely to raise the standards of living elsewhere, unless it 
fits in with our program and creates an environment in which our 
people will be happier and safer. That is the test, I believe, that 
should always apply, and I believe this program meets that. test. 
But the problem of getting it across is very difficult because it has the 
label of being just a gratuity to make friends, or to make ourselves 
popular in the world. We do not do it, in my opinion, and should not 
do it for that purpose; but to get it ac ross is very difficult. 

Mr. Fenton. I appreciate that statement, but the statement that 
really impressed me was the statement you made that this program is 
as necessary as ammunition to fight the cold war, as it is a hot war— 
and I believe if you will enlarge on that theme the ordinary person 
will be able to understand it. 

Secretary Duties. Thank you. 

Mr. PassmMan. Let me make this observation here. We ‘are sure 
that the $36 billion that the Congress will appropriate for our own 
national defense, for our own military forces will be spent in the 
interest of security and national defense. But that could not neces- 
sarily be said of this $4 billion, since it is a calculated risk with re- 
spect to some of those nations. We could not say that the $4 billion 
was as safe as investment in the interest of national security percent- 
agewise, as the $36 billion, would we, Mr. Secretary? 

Secretary Duties. No. It involves, as you put it, a certain cal- 
culated risk. But the potential advantages from it are so great 
that I believe we can afford to take some risk. And even if some 
turns out to be lost, I believe that the gain from the rest will be 
sufficient to justify having taken the risk. 
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INCLUSION OF MILITARY ASSISTANCE PROGRAM IN DEFENSE BUDGET 


Mr. Forp. Without condemning this particular subcommittee 
individually or collectively and without extolling the virtues of the 
military subcommittee on appropriations, I have often wondered 
why the military portions of this particular program before us today 
have not been included in the military budget. 

Would you care to comment on that? 

Secretary Dutuxus. That is a matter which deserves to receive and 
has received a very considerable degree of consideration. Undoubt- 
edly it would be much easier to get the money, let us say, if in this 
mutual security program a substantial part—say one-half or more 
were actually iledad in our own defense budget. The disadvantage 
is that this would not be most effective in making the necessary 
arrangements to spend that money and the creation of conditions 
under which the money will be most usefully spent. I have in mind 
the arrangements needed to assure that the military program will 
operate in an environment which is friendly and that the economic 
consequences of the military expenditure will be fully taken into 
account. Those are all matters which can better be handled by the 
civilian branch of the Government than by the military themselves. 
I think they will be prepared to concede that fact, and they have 
conceded it. 

You see, Mr. Ford, the military person can judge that there should 
be so many divisions in X country, or so many divisions in Y country; 
but it is not their business to judge what the impact of creating this 
military force will be upon the economy of that country. We are 
having studies made now to review in a good many respects the impact 
of these military programs. We do not want to get started upon 
military programs which will impose a heavy economic and social 
burden upon the country we are trying to help. The economic impact, 
perhaps, may involve us in a much greater expenditure than straight 
military assistance. The social impact may perhaps create an 
environment where the value of the original military investment may 
be lost. Because, unless you have a friendly environment, you cannot 
maintain our military establishments and equipment with advantage. 
In time of stress it would be neutralized. 

So that there are a great components of this program which perhaps 
are more properly judged by the civilian branch of the Government 
than by the military. It is the interplay of those factors which is 
important, which is being considered, and which I assure you will 
continue to be considered. So far the balance would seem to be in 
favor of submitting all of this mutual security program as a separate 
program which would be, from the policy standpoint, administered 
through the Department of State. But there are many reasons cer- 
tainly from the appropriations and authorization standpoint which 
would make it much easier and better understood if it were done the 
other way. 

Mr. Passman. If my distinguished colleague will yield there, if 
you should transfer the mutual security program—that is, the mili- 
tary phase of it—over to the Defense Department, you would lose its 
identity and deemphasize the fact that it was actually for foreign 
countries; would you not? 

Secretary Dutizs. You might. 








40 


Mr. Passman. There is the possibility of its being completely buried 
in the overall program and losing its identity over a period of time. 
Would you say that is essentially correct? 

Secretary Dutuszs. Yes, sir. 

Mr. Passman. I thank the gentleman for yielding to me. 

Mr. Forp. This whole point has bothered me for some time; 
because in the fiscal years 1953 and 1954, I believe in part in 1955, in 
the Army part of the budget—and I happen to be a member of that 
subcommittee—we had substantial funds that were made available 
not only for military aid but for economic aid for South Korea. And 
in seeing our own military program and how it tied in with what we 
were doing over there, it made a very logical overall program. It 
seems to me by taking it away from the military and putting it over in 
this program you lose some of that impact which is very vital and 

‘important. I do not say you would necessarily have easier going 
in justifying it, but I think it would be more understandable. 

Secretary Duties. Yes. 

Mr. Taser. But would not you get to this situation: That those 
foreign countries would have no limit to their avarice and you would 
have no control over the amount that this sort of thing could get to? 

Mr. Forp. I do not think so, Mr. Taber; because the program we 
now have in Korea, for example, is identical with what the military 
people told us it would be 2 or 3 years ago. So I do not see any dimi- 
nution of the military aspect of the program in Korea today as com- 
pared to what it was when it was under the jurisdiction of the military 
2 or 3 years ago. 

Secretary Duuuss. If I may, I would like to make a statement off 
the record. 

(Discussion off the record.) 

Mr. Forp. Mr. Secretary, in the last 3 hours you have been before 
the committee, you have answered all of the policy questions I had 
in mind. I do want to compliment you on the lucid and helpful way 
in which you have answered the questions of the committee. 

Secretary Duties. Thank you. 

Mr. Cannon. Mr. Chairman, may I ask one question off of the 
record? 

(Discussion off the record.) 

Mr. Passman. Mr. Secretary, I am sure I express the sentiments 
of every member of the committee when I say we are most grateful 
for your appearance. The information you have given us will be 
of great help when we start marking up the bill. 

I am sorry we have detained you as long as we have, but this is an 
important matter and we wanted to get the benefit of your views. 
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AFTERNOON SESSION 


STATEMENT OF DirRECTOR OF INTERNATIONAL COOPERATION 
ADMINISTRATION 


WITNESS 


HON. JOHN B. HOLLISTER, DIRECTOR, INTERNATIONAL COOPERA- 
TION ADMINISTRATION 


Mr. Passman. The committee will come to order. 

We are pleased to have with us this afternoon Hon. John B. Hollister, 
Director of International Cooperation Administration, accompanied 
by several of his assistants. 

Mr. Hollister, the committee will be glad to hear from you at this 
time. If you have a prepared statement you may proceed to pre- 
sent it. 

Mr. Ho.uutster. Mr. Chairman and members of the committee, I 
am appearing before you in support of the President’s request for the 
appropriation of funds to carry out the mutual security program in 
fiscal year 1957. This program, as the President has stated in his 
message to the Congress, and as the Secretary of State has urged upon 
you, is vitally important to our people as a part of our effort for 
national defense and of a consistent and forward-looking foreign 
policy for the United States. 

During the year since my appointment as Director of the Inter- 
national Cooperation Administration, I have attempted to gain a 
proper understanding of the problems with which we are confronted 
throughout the world and of what we are endeavoring to do in order 
to meet them effectively. The visits which I have made to each 
region in which our cooperative program is being carried out, the 
regional meetings which I have held with the chiefs of many of our 
missions, and the day-to-day experience of administering this com- 
plex, global operation have provided me with first hand knowledge of 
the aims and accomplishments of the mutual security program. 


FUNCTIONS OF THE DIRECTOR 


In this program of both military and nonmilitary assistance, the 
Director of the International Cooperation Administration has, by 
Executive order, two separate functions. Under the first of these he 
is the head of ICA, a semiautonomous operating agency within the 
State Department. The agency is concerned with developing and 
administering the nonmilitary aspects of the program. It does this 
through its planning and administrative staff in Washington and 
several thousand field representatives throughout the world. In this 
work I receive policy guidance from the Secretary of State on all 
foreign policy matters. The second function of the Director, delegated 
to him specially by the Secretary of State, is to coordinate the entire 
mutual security program as to both its military and its nonmilitary 
aspects. 
BASIC POLICY ON MUTUAL SECURITY 


As has already been pointed out a number of times in the hearings 
before the Foreign Affairs Committee of the House and the Foreign 
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Relations Committee of the Senate, this whole program is directed 
toward the maintenance of peace and the security of the United 
States. Since these goals require the cooperation of most of the free 
world our effort is properly called “a mutual security program.”’ In 
planning it we must take into account the political, economic, and 
military situation of all the countries with which we have dealings. 
We then attempt to frame a balanced program which will effectively 
accomplish our objectives. 

Thus, in requesting of you the necessary appropriations, we present 
our program as an integrated whole, designed to meet a single under- 
lying problem. After outlining the overall foreign policy, economic, 
military and financial aspects of the program, we propose to present 
the situation and the plans we have developed for each region and 
country through a team consisting of (1) the Assistant Secretary of 
State responsible for the region for foreign policy matters, (2) the 
Deputy Assistant Secretary of Defense directly responsible for the 
administration of the military portions of the program, and (3) the 
ICA regional director responsible for the administration of the eco- 
nomic and nonmilitary aspects of the program in that region. 


BROAD AIMS OF THE PROGRAM 


For nearly 10 years the threat to worldwide peace and security posed 
by the Communists, in their efforts at global domination, has been 
the principal problem faced by our Government and by the rest of 
the free world. In developing the mutual security program as a 
balanced effort to meet this challenge and to build up the stability 
and independence of the free world, we have come to recognize certain 
principles by which we must be guided. 

We must help maintain the defenses of the free world. In light of 
the clear fact that the Communist goal of world domination has under- 
Wie no essential change, it would be folly for us to interpret the recent 
Soviet emphasis on economic penetration as meaning that the danger 
of military aggression is over. The Communists are still building up 
their forces in many parts of the world, and they continue to make 
great strides in the development and distribution of modern weapons. 
We cannot therefore relax our worldwide defense efforts. 

We must continue our affirmative economic assistance programs. 
While we must take Soviet overtures seriously, they serve primarily 
to point up the need for us to persevere in developing, along construc- 
tive lines, well-planned programs of assistance to the nations of the 
free world. The Communist approach in these areas emphasizes the 
need for us to make certain that our aid is well adapted to the needs 
and abilities of each recipient nation. 

We must move quickly and effectively in rendering assistance. 
The tensions and the constantly changing conditions of the world, 
particularly in the Near East and Asia, make it essential that we be 
able to take immediate advantage of all opportunities to achieve our 
long-run objectives. Only through increased flexibility of action may 
we thus advance the cause of free world independence and stability. 


PROGRAM PROPOSED FOR FISCAL YEAR 1957 


I am speaking in terms of the President’s requests for funds, as he 
outlined them in his message to the Congress. The total in newly 
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appropriated funds which we are seeking for the coming fiscal year 
is $4.86 billion. Military assistance accounts for $3 billion of this 
total. The balance for the nonmilitary program is $1.86 billion, the 
larger part of which directly supports the military efforts contem- 
plated by the program. The Department of Defense will administer 
the military assistance funds. The International Cooperation Ad- 
ministration will administer the funds for defense support, develop- 
ment assistance, and technical cooperation. 

Military assistance consists of weapons, equipment, training, spare 
parts, and maintenance. It also now includes what was formerly 
called direct forces support, which involves the furnishing in kind of 
consumable supplies, services, commodities, etc., directly to the 
military forces of our allies. Substantially all of the material and 
services in this category are purchased with dollars outside the re- 
cipient country. 

Defense support is economic assistance furnished to certain countries 
receiving military aid from the United States. All nonmilitary 
assistance (with the exception of technical cooperation) provided to 
countries where there is a substantial military assistance program is 
so designated. Defense support includes assistance to projects and 
activities within the civilian economy which nevertheless directly 
support the military program of the country; examples of this are 
highways, ports, and communications. It includes as well more 
general economic aid, including budgetary support, which allows the 
country to maintain its agreed force vali without serious economic 
or political consequences which might threaten its stability or inde- 
pendence, while primarily intended as a support to the defense effort, 
this type of assistance makes possible progress toward higher living 
standards by helping to strengthen the recipient country’s internal 
economic and political structure. 

Development assistance is the economic assistance, other than 
technical cooperation, which we provide to countries where we have 
no substantial military assistance program. It is provided in the 
interest of free world security and stability to nations with whom we 
do not have military agreements but whose continued independence 
directly affects the goals which we are trying to achieve. 

Technical cooperation consists of the sharing of our technical 
knowledge and skills with other free countries. This is usually ac- 
complished, pursuant to agreements between the United States and 
the individual “host’’ country involved. Similar programs, in which 
the United States participates, are conducted by the United Nations, 
the European Productivity Administration, and the Organization of 
American States. This form of cooperation may involve (1) furnishing 
technicians and experts from the United States or other free nations 
who will serve in host countries to help local efforts at developing 
technical resources for economic and social development; (2) sup- 
porting these technicians by supplies and equipment from the United 
States for demonstration purposes; and (3) bringing foreign nationals 
to the United States and other countries for training or advanced 
study. Much of this technical exchange program is carried on 
through contracts with American universities under which technicians 
and specialists are supplied; all of it is done on a joint and cooperative 
basis with the host country. 
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A comparison of the functional distribution of the appropriations for 
fiscal year 1956 and the requested appropriations for the coming fiscal 
year [chart I] indicates that a substantial increase is now requested for 
military assistance. 

From this chart you can see how much of this new program is 
military as compared with the appropriations for last year. The 
left-hand pie shows last year’s appropriations and the right-hand one 
shows the fiscal year 1957 appropriation request. Can you read them 
from there? 

Mr. Passman. Yes. 

Mr. Houutster. We have copies of all these charts before you. 

Simply stated, the reason for this increase is that in each of the 
last 2 fiscal years, military assistance expenditures have run about 
$1.3 billion to $1.4 billion above appropriations. The program was 
maintained at a satisfactory level only at the expense of a backlog 
built up by prior year appropriations. That backlog must now be 
replenished. The total appropriation requested for nonmilitary pro- 
grams is only approximately one-tenth above the appropriations 
made for fiscal year 1956. 

A comparison of the levels of assistance in each category of assist- 
ance as between last year’s appropriations and the requests for fiscal 
year 1957 (Chari I1) is also useful. ~ 

This chart compares the different functions of the appropriation. 

The second chart, you see, instead of being a pie chart, has bars 
which show the big increase in military assistance, the fact that the 
defense support is up substantially though not large proportionately, 
the fact that development assistance is almost identical, that technical 
cooperation is almost the same, that the Asian fund is the same, and 
that we are asking for the new Middle East and Africa fund of $100 
million. “Other” involves the President’s contingency fund, and 
additional items which I can explain in detail if the committee cares 
to have me do so. 

Mr. Passman. You stated the new request is for $100 million for 
the Middle East and African fund in addition to the $100 million for 
the Far East; is that correct? 

Mr. Houuister. Yes, sir. Last year there was a request for an 
Asian economic development fund of $200 million, all of which was 
authorized and of which this committee appropriated $100 million. 


EFFECT OF CONGRESSIONAL REDUCTION ON FISCAL YEAR 
1956 BUDGRT REQUEST 


Mr. Passman. Did you find the agencies in any way were handi- 
capped by the reduction made by the committee last year? 

Mr. Houuister. It is a little hard to tell. I do not think that they 
were seriously handicapped. 

Mr, Passman. Nothing particularly brought to your attention 
would indicate any damage done? 

Mr. Houuisrer. I do not think it did seriously handicap the work. 
It did slow up certain activities to a certain extent because we began 
to run short of funds in the President’s contingency fund. The result 
was that we had to place tentatively in the Asian fund, which T bave 
tried to keep as a regional fund, a number of bilateral activities which 
I would have preferred to have kept out of it. That slowed us up a 
little. 
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Mr. PassmMan. Can vou give us a list of the specific projects the 
reduction slowed up and to what extent they were slowed up? 

Mr. Houutsrer. I do not think I could. We decided we would have 
to consider certain of them later because we do not want to get 
involved in too many slow-moving projects at one time, but there was 
no material effect on the program by the failure to appropriate last 
year. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Houuisrer. The relative insignificance of the increase in 
economic programs is even more apparent here as the funds are seen 
distributed in their respective categories. 


UNEXPENDED BALANCES 


Representatives of the Department of Defense and of the Inter- 
national Cooperation Administration who work directly with the 
fiscal aspects of the mutual-security program will appear to detail for 
you the status of past appropriations and the unexpended balances 
of prior appropriations anticipated at the end of Seok near 1956. 

Let me interpolate. As you know very well, estimates you make 
one day sometimes change within a month or so. The figures which 
have been presented to you in the presentation books were gotten 
together as of November 30, and there have been substantial changes. 
You have been presented today with a new unclassified volume I, 
which succeeds the volume I we used before the authorizing com- 
mittees, and this brings the matter right up to date within just a few 
days. It is different in a number of cases from the presentation book 
we used before the authorizing committees. 

The other three classified books which you have there contain the 
old figures, so in some cases you will find that this new volume I, 
which is unclassified, does not agree completely with the other books, 
which were too big to redo. We shall have in your hands today a 
memorandum showing each case where this new unclassified volume [| 
differs from the first volume I, which has now been superseded, and 
from the other three volumes which you have there. By using this 
memorandum you will be able to explain any discrepancies which may 
be found. 

OBLIGATIONS AND RESERVATIONS 


Mr. PassMAn. You have some new terminology in this particular 
bill and that is “‘reservations.’”” You have unobligated balances, 
reservations and unexpended balances. Do you find that confusing? 

Mr. Houuster. A little bit, but it is not in the economic field. 
We do not reserve. We obligate. 

Mr. PassMAN. You are testifying for the entire program? 

Mr. Houuister. Yes, but when it comes to the details of the 
figures on the military side of it, I would much prefer that the mili- 
Peas explain what is a reservation and what is a commitment, 

r. Murphy would be glad to do it for you. It is a little out 
of my province. 

Mr. PassMANn. They do operate with your consent, advice, and 
counsel in allocating these funds? 

Mr. Houuster. They do. My job as coordinator of the whole 
mutual security program is to try to see that some reasonable 
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balance is kept ia the economic picture, and that the military does 
not go off by itself and fail to pay attention to the fact that there is 
an economic problem in every country whose defense is involved 
The programs cross my desk for approval and I must approve devia- 
tions in the programs. The Department of Defense operates the 
thing eatirely, and obviously we are not prepared to get into the 
question of what particular kinds of equipment are needed for each 
particular kind of warfare. 

Mr. Passman. But you are responsible for the overall program and 
this request of approximately $4,486,000,000 is under your depart- 
ment? 

Mr. Houuister. It is my responsibility to coordinate it but the 
operation of it is in the hands of the military with respect to the 
$3 billion for military assistance. 

Mr. PassMan. With respect to what would be a firm obligation, do 
they have to consult you on the soundness of it? 

Mr. Houuistrer. The question of whether it is a reservation or 
obligation is within their discretion. 

Mr. Passman. Do you question them to find our whether these 
reservations are firm or whether later many are canceled? 

Mr. Houutster. We can get the data. I think if we found that 
they were arbitrarily reserving without any planning, that would be 
called to my attention, and I would criticize it. 

Mr. Passman. In the past there have been obligations deobligated, 
reobligated, and in many cases reobligated for the third time. You 
would have to accept the criticism if they should uncover some 
irregularities whether intentional or unintentional. 

Mr. Houtister. Let me say this as a generality. As to whether in 
a particular case it ought to be deobligated or obligated again or un- 
reserved, unless there were obvious abuses, we would not go into the 
details. But it must be remembered that in a complicated program 
of this kind, the fact that there are changes and deobligations and 
reobligations and funds reserved and then unreserved is not neces- 
sarily a bad thing, if there is not too much of it. I would expect that 
in the time that elapses from the original planning of some of these 
programs, which in the military side is sometimes 2 or 3 or more years, 
things can change so materially that a program change is absolutely 
essential and some of the things planned ought to be given up and new 
things picked up. 

Mr. Passman. By this system of reserving they could very con- 
veniently prolong the holding of the funds appropriated? 

Mr. Houutstmr. Yes. 

Mr. Passman. And carry it on indefinitely by that process? 

Mr. Houutstrr. I do not know about ‘‘indefinitely.”’ 

Mr. Passman. A considerable length of time? 

Mr. Houuister. As to the details I would rather you question the 
military witnesses. 

UNEXPENDED BALANCES 


Mr. Passman. We shall. Would you prefer to finish your state- 
ment before we ask questions? 

Mr. Ho.tuistrer. Our best estimates as of today are that the balance 
of unexpended military assistance appropriations on June 30, 1956, 
will be $5 billion. This estimated balance, if reached, will represent a 
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decline in the 2-year period since June 30, 1954, of about $2.7 billion. 
It will be about the amount of 2 years of ‘military assistance caine 
tures at the average rate for the fiscal years 1955 and 1956. It appears 
that approximately $195 million of this balance will be unobligated at 
the end of fiscal year 1956. Of this, the Department of Defense will 
seek reappropriation of about $165 million. 

We expect that our nonmilitary unexpended balance at the end of 
the present fiscal year will be $100 million lower than at the end of 
June 1955 and approximately one-half billion dollars below June 1954. 
The balance we anticipate on June 30, 1956, will be $1.8 billion, equal 
to about 1 year’s expenditures at the rate now prevailing. Of this 
balance, the total unobligated at the end of this fiscal year will probably 
be between $165 million and $190 million. The largest items in this 
unobligated balance deserve special mention. Approximately $90 
million of the President’s Fund for Asian Economic Development will 
be unobligated on June 30, 1956; this will be available for two more 
years and this amount is expected to be completely programed and 
obligated in fiscal year 1957. The President has requested the appro- 
priation of the remaining $100 million authorized for the Asian fund. 
Of this amount it is expected $35 million would be obligated in fiscal 
year 1957, leaving $65 million available for obligation in fiscal year 
1958. The Palestine refugee fund is expected to have an unobligated 
balance of $45 million at the end of the current fiscal year; we ask that 
this be carried over. 

The military appropriation requested for fiscal year 1957 (except 
for the advanced weapons program which I shall touch upon shortly) 
is a little greater than 1 year of military assistance expenditures at 
the rate at which we are now actually delivering weapons, supplies, 
and training. The nonmilitary appropriation requested is equal to 
about 1 year of economic and technical assistance expenditures at 
current levels. We are able to function with a much smaller backlog 
of funds in ICA than is the Department of Defense, since the items 
which are the subject of nonmilitary expenditures tend to have a 
much shorter lead time than military items. This chart [chart III] 
shows the levels of appropriation and expenditure for the past several 
years; it also shows the unexpended balances as they were developed 

y these rates of appropriation and expenditure. 

Mr. Chairman and gentlemen, I think this is a particularly good chart 
because it shows the direct effect on the unexpended balances of the 
appropriation and expenditure picture. On the left is the military-aid 
situation. You see that the appropriations went up in 1951 and 
1952 and came down steadily so that in 1955 and 1956 we had only 
about a billion each year. Meanwhile, annual expenditures went up 
very fast, came down again and pretty well flattened out, but because 
of the fact that you were expending more in fiscal year 1955 and fiscal 
year 1956—in 1 year I think 1.3 billion and the other 1.4 billion— 
than was being appropriated, the total unexpended balances came 
from a peak in fiscal year 1953 down to a lower level, and at the end 
of fiscal year 1957 we are hoping that 

Mr. Taser. How was that an embarrassment? 

Mr. Houutster. I do not think, Mr. Taber, it was a great embarrass- 
ment, but if it is not reinstated now I think it will be. 
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Mr. Taser. The committee thought the unexpended balances were 
too big. 

Mr. Houuisrer. I know you did and that is why you cut appropria- 
tions down and that is what brought down the unexpended balances. 
We are respectfully suggesting that they are now to the point where 
the pipeline ought to begin to be filled up again. While it will not 
affect the program for the next year or so, if it is not filled up again 
there will have to be a slowdown in fiscal year 1958 and fiscal year 1959 
if the same situation obtains in the world then that does today and 
for which we are planning. 

Mr. Passman. Notwithstanding the fact that the indication was 
that maybe the program had been affected to some extent by the 
reduction last year, you will close this fiscal year with unobligated 
and unreserved funds. In other words, you will have funds you could 
not even reserve; is that correct? 

Mr. Houutster. It is not a question of not being able to, it is a 
question of change in program or something of that kind. I do not 
think it is proper, merely because you have funds available that you 
could obligate, to dash out and obligate them if the purpose for which 
you asked the appropriation has ceased. I do not consider it to be 
the wrong thing to come to the end of the year with unobligated bal- 
ances as long as they are not too great. 

Mr. Passman. I was not suggesting that. We like that very much. 

, Mr. Houuisrer. I thought you said we were not able to obligate 
them. 

Mr. PassmMan. I was comparing that statement with the prior 
statement that there could have been some embarrassment on account 
of shortage of funds last year. Observing your chart here, you will 
end this fiscal year with unobligated funds as indicated in earlier 
testimony. On our trip last year we asked some rather searching 
questions and we found funds reserved for projects still in the planning 
stage and there were ‘‘ifs” and “ands” and “if certain things happen 
in the future we are committed.’”’ They are in the reservation 
category. 

Mr. Houuisrer. There are several things you stated on which I 
would like to comment. First, in reference to my previous testimony, 
I think all you asked me about was whether the 100 million in the 
Asian fund caused embarrassment. 

One of the difficulties we had this last year was that in my opinion 
there was not enough flexibility or enough available funds in the 
President’s contingency fund to move in some cases where we wanted 
to. But you asked me specifically about the Asian fund, and so far 
as the Asian fund is concerned I do not think there was any real 
embarrassment. 

Now you talk about reservations and projects. 

Mr. Passman. It had to do with military. 


DEFINITION OF “RESERVATION” AND “‘OBLIGATION”’ 


Mr. Taser. I am wondering if you could not give us a definition 
of what ‘reserve’ means. 

Mr. Houutster. [ would like to ask Mr. Murphy to answer that, 
if you do not mind. 

Mr. PassMan. Very well. 
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Mr. Murpuy. Mr. Shaw, the Comptroller of the Office of Inter- 
national Security Affairs of the Department of Defense, is scheduled 
for testimony tomorrow afternoon and he will be able to do this much 
better than I. But briefly a reservation is distinguished from an 
obligation in that it involves the placing of an order with one of the 
service departments—Army, Navy, or Air—by the Secretary of 
Defense. In other words, the Secretary of Defense writes a letter to, 
say, the Air Force and says ‘‘Prepare and deliver X number of airplanes 
for country A.” Say France or Vietnam. At the time he does the 
money to pay for those planes when they are delivered is “reserved” on 
the books of the Secretary of Defense and by law is held in reserve for 
3 years to pay the Air Force when it actually delivers the airplanes. 

An obligation, on the other hand, takes place when the Secretary 
of Defense may ask the Navy Department to contract for the produc- 
tion of a minesweeper for the MDAP program. In that case it is not 
an item that will come from the Navy stocks. The Navy Department 
will let a contract for that construction against the MDAP funds and 
a normal type obligation is incurred. So that in the one case you have 
a contract placed with somebody outside the Government which is an 
obligation and in the other case you have a letter within the Depart- 
ment of Defense between organizational elements which starts a 
procuring operation but which does not represent a contractual 
obligation with a party or organization outside of the Government. 

In the case of the airplanes I used it may be that the airplane order 
was for 50 F-100’s. The Air Force would add this order to other 
F-100’s they were buying for the United States Air Force and they 
might place a contract for 600 F-100’s, 50 of which are for MDAP 
and 550 for the United States Air Force. They contract the whole 
600 against the Air Force accounts and then when they deliver the 
50 off the line to MDAP 2 years later, they get reimbursed from the 
MDAP account which the Secretary of Defense holds in that reserva- 
tion he made 2 years ago, he then pays the Air Force for these F—100’s 
as he actually gets notified of deliveries to the recipient country. 

Mr. Passman. In reality a reservation is not an obligation as we 
have thought of it in the past? 

Mr. Murpuy. No, sir, it is not. 

Mr. Passman. And you have more cancellations under reservations 
than you would under firm contracts where you have actually placed 
the order? 

Mr. Murpuy. That I could not answer. 

Mr. Passman. Do you not think we should have that information? 

Mr. Murpuy. Mr. Shaw can probably answer that tomorrow 
afternoon, but I would not know. 

Mr. Passman. Does that answer your question, Mr. Taber? 

Mr. Taper. Not entirely. 


EFFECT OF INCREASED APPROPRIATION REQUEST 


Mr. Gary. Mr. Hollister, this committee cut the appropriation re- 
quest last year and the cut was a by the House. A part of 
it was restored in conference but there was still a substantial cut. 


As a result of that cut, you spent more of your unexpended funds 
than you would have if you had gotten this additional money. 
Mr. Ho.utster. Yes, sir. 
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Mr. Gary. Therefore, your unexpended funds are down? 

Mr. Houuister. Yes, sir. 

Mr. Gary. You are asking this year that we build them up again. 
If, therefore, we appropriate what you are asking for the fiscal year 
1957 we will be absolutely nullifying the cut we made last year and 
in addition appropriating more than we appropriated for the present 
fiscal year. 

Mr. Houutsrer. I do not quite follow you on that. Why will you 
be nullifying it? 

Mr. Gary. Because we thought you had too much unexpended 
appropriations last year. 

Mr. Houutster. Why would you be nullifying it, though, to rein- 
state again the amount that is needed in order to carry the program 
forward? 

Mr. Gary. We would be nullifying the cut we made last year 
because we intended that you reduce your unexpended balances. 

Mr. Houuister. That has been done. 

Mr. Gary. Yes, but now you are trying to build them up again 
with this request for 1957 appropriations. 

Mr. Houutstrer. Build them up very little. 

Mr. Gary. Only to the extent we cut them last year. 

Mr. Houuster. As I will discuss later, some of this new additional 
money is for advanced weapons which is a new program. That is 
about half a billion dollars in advanced weapons, which is appearing 
for the first time in this program. Outside of the advanced weapons 
it is being asked that something under $2% billion be put back. The 
rate of expenditure in the military side is around 2.2 now. They think 
they are going to step that up. 

Mr. Taser. To what? 

Mr. Houutster. They are talking about 2.45. I would rather let 
them give you the exact figures on that. 

Mr. Taser. If we were going to carry the program along—I do 
not know how much unexpended balances you need—but it would 
probably mean you might be justifying an increase of $250 million 
or something like that, 

Mr. Houuistrer. Of what did you say? 

Mr. Taser. You might be justifying an increase of $250 million or 
something of that magnitude because if you are still going to have 
$2 billion of what you have currently unexpended when you get 
through next year, an increase in expenditures for military purposes 
of $250 million would only require an increase above last year of 250. 

Mr. Houuster. Then at the end of next year you would have 
perhaps less than a year’s expenditures left in the pipeline. 

Mr. Taser. You would still have over 2 years. 

Mr. Houtuister. No, you would not have 2 years. 

Mr. Taser. You would if they do not go any faster than they have, 
except $250 million. That is the way it works out on paper. 

Mr. Ho.uistrer. As to why. they need a certain amount in the 
pipeline for planning for the future, I can give you only the general 
picture. I would prefer that you keep your questions on that for 
the military people and let them justify, as I think they can, why 
they need about 2 years’ worth of current spending at the end of 
a year in order to be able to plan adequately and not have a slowup 











51 


in the whole program 2 years later because they did not have enough 
2 years earlier than that. 

Mr. Passman. Mr. Hollister, I think Mr. Gary asked a very fine 
question a moment ago. The Congress last year appropriated, if 
we may use round figures, $2,700 million for the overall program that 
is under your department. This year your department is requesting 
$4,860 million, or nearly $5 billion. That is an increase in excess of 
$2 billion over what the Congress appropriated last year. Yet we 
have had every indication today we have not hampered the program 
or handicapped you to a serious extent on account of the reduction 
we made last year. 

Mr. Houuister. You say you have had every indication today. 
Do not forget that what we are asking the increase in, except for a 
very small ainount in the nonmilitary side, is in the military side. With 
all due deference, I can see nothing in the evidence today that the 
reductions that were made in appropriations last year, if carried on, 
would not seriously cripple the military program. As to whether or 
not they have slowed it down to some extent I would rather have the 
military people say. It is obvious that if you are spending at the 
rate of substantially more than $2 billion a year, and I am talking 
solely about the military program, and you are having appropriated 
only a billion each year, the time comes sometime when you have to 
start appropriating again. 

The question is: Should the appropriations relate merely to a cur- 
rent rate of spending or has the current rate of spending brought the 
unexpended balance down so far as to slow the program up? It is the 
administration’s position that that latter has taken place and that the 
cuts of the last 2 years were perhaps somewhat more than was wise 
in the light of the whole program. Therefore, the request is now 
made that the appropriation for the coming year be 3 billion, which is 
some 7 or 8 million more than the current rate of spending for the 
coming year. Most of that is in the new weapons field. What we 
are asking for is not much more than 1 year’s expenditures in the 1957 
appropriation. 

Mr. Passman. Would you agree that, on account of the large un- 
expended balances that continue to inerease year after year, some- 
where down the line too much money had been appropriated, money 
you could not obligate wisely? 

Mr. Houutster. I would, 

Mr. PassmMan. We will listen to similar testimony from the military 
as to why they need it. Where will we get actual facts in order to 
reach a sound decision? We will hear the same witnesses and same 
testimony. 

Mr. Ho.utster. They will admit their balances were more than 
was necessary. 

Mr. Passman. How are we going to know they are not asking for 
more than is necessary this time? 

Mr. Houusrer. Only by the force of the logical arguments they 
may present to you. If they do not present a logical case to you they 
are remiss in thier duty. 

Mr, Passman. I think it is up to the committee to consider doing 
a little discounting when we hear the testimony this year on account 
of what happened in the past. That is the prerogative of the 
committee. 
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Mr. Wiecitesworru. In discussing this question of adverse effect 
on the program, it is necessary to keep distinct, (a) the effect on 
spending in the current fiscal year and (6) the effect, if any, in terms 
of obligation for long lead items to be delivered in subsequent years. 

Mr. Passman. That sounds logical and reasonable. 


ECONOMIC ASSISTANCE PROGRAM UNEXPENDED BALANCE 


Mr. Denton. Let me ask about the nonmilitary. 

Mr. Houuster. I was just going to get to that. On the right hand 
side of this chart is the nonmilitary side of the picture. There you 
see that the whole thing is flattened out. The annual appropriations 
and the annual expenditures came down so that there is almost a flat 
line here where the unexpended appropriations, annual expenditures, 
and annual appropriations are on almost exactly the same level. 
The result is that each year you are merely appropriating enough for 
the following year. Does that make it clear? The reason for your 
needing so much more on the military side than you need on the 
nonmilitary to run your program is simply the difference in the lead 
time between the items in the military side of the picture and the items 
in the economic side. 

Mr. Denton. According to the chart you have $1.8 billion in 
carryover funds in that nondefense expenditure, is that correct? 

Mr. Houutster. You mean we expect to have it at the end of this 
fiscal year. 

Mr. Denton. Why is it necessary to carry that much? Your 
expenditures deal with health worth in other countries, with educa- 
tion, with agriculture, with public works— the same things we have in 
our appropriations for expenditures in this country. In none of those 
do we find it necessary to carry over a sum anything bordering on 
this carryover. We do not carry over anything like that if we know 
about it. 

Mr. Hoxursrer. I think that if you ever asked any one of your 
departments whether everything is expended at the end of the year 
you would find that they must carry over a certain amount or they 
could not operate. 

Mr. Denton. We would have to know it was carried over or it 
would revert to the Treasury. 

Mr. Houutster. In the Department of the Interior, for example, 
appropriations are made for a year’s operations. At the end of the 
year, everything is spent, so nothing is in the till. This is so if you 
have current programs. 

Mr. Denton. For instance they will build a lock—they let a con- 
tract that year for so much money. 

Mr. Ho .utster. But you are talking about expenditures and not 
merely obligations. They may make the contract and yet do not 
expend it for the next 2 or 3 years. Iam talking about obligated but 
unexpended funds, not funds that have not been obligated. 

Mr. Denton. Everything in that $1,800 million is obligated? 

Mr. Ho .uistrer. That is correct. It merely has not been spent. 
It takes us about a year. You see, obviously one of the problems of 
this whole program, which I will get into later, is the necessity of 
obligating everything in the last few months of the year. 

Mr. Denton. How much are you asking this year in current 
appropriations? 
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Mr. Houuistrer. $1,860 million. 

Mr. Denton. You are carrying over as much as you are asking? 

Mr. Houuister. Yes. 

Mr. PassmMan. We have always respected the obligated balances. 
The only reason it is not an expenditure is because the manufacturer 
could not make delivery. 

Mr. Houutstrer. Perhaps you think I mean we have a carryover of 
funds unobligated. Thatisnotso. This is all obligated, but not spent. 
We are working our heads off these days making all kinds of arrange- 
ments with these different countries for things we will be delivering 
next year, and all our program for the current year is obligated, but 
at the end of the year we will have about a year’s unexpended balance 
to keep it moving. Otherwise, the whole program stops. 

Mr. PassMan. You are about a year behind? 

Mr. Houutster. We are current, we think. You have to have 
money in the till to be able to operate. We do not feel that we are 
behind. We consider it a minimum to be able to operate with a 
year’s money in the till. 

Mr. PassMan. If we did not give you any money this year vou would 
be all right this year, but not next year? 

Mr. Houutsrer. In a year we would not be able to do anything. 
In the military they are about 2 years behind, and if you did not 
appropriate enough in the military this year, about 2 years from now 
you would have a big gap and would have to slow everything down. 

Mr. Passman. Maybe there would be a slowdown but not a com- 
plete stopping of the program? 

Mr. Houutster. I assume not. 


COMPARISON OF APPROPRIATIONS AND EXPENDITURE IN FISCAL YEARS 
1954 AND 1957 


Mr. Rooney. I want to make sure that I understand this chart on 
the right, the nonmilitary chart. With regard to 1957 fiscal vear, at 
the end there, and specifically with regard to annual appropriations, 
it would appear that in 1957 the figure is just under $2 billion. What 
is the exact figure? 

Mr. Houutster. We are asking for $1,860 million. 

Mr. Rooney. What was the figure 4 years ago, the time of the dip? 

Mr. Houutster. I would have to get those figures. 

Mr. Roonery. Do you have that figure? 

Mr. Mourpny. You mean 1952? Which year? 

Mr. Houutster. The end of fiscal 1953? 

Mr. Rooney. 1954, I should think. 

Mr. Houuister. Fiscal 1954, yes. 

Mr. Rooney. Do you have that figure? While you are looking for 
the answer to this I could propound my next question. 

With regard to annual expenditures as shown to the right on this 
column for fiscal 1957 the amount again is under $2 billion. What 
would that figure be? 

Mr. Houuistrer. Estimated expenditures for fiscal year 1957 are 
about $1.8 billion, almost identical to that of fiscal year 1956. 

Mr. Rooney. Almost the same? 

Mr. Houutster. Yes. 
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Mr. Rooney. What was the figure for annual expenditures in fiscal 
1954 as shown on that chart? 

Mr. Houutster. For fiscal year 1954 it is about $1.5 billion. 

Mr. Rooney. It looks to me as though it was considerably lower. 

Mr. Houutster. Yes, that is correct, it is lower. 

Mr. Rooney. All right. 

Mr. Houutster. And the annual appropriation as well. 

Mr. Murpny. The figure for fiscal 1954 for nonmilitary appropria- 
tion was $1,351,507,000. 

Mr. Rooney. Compared with how much now? $1.8 billion? 

Mr. Houutster. $1.86 billion this year. 

Mr. Taser. The item of defense support is included in the non- 
inilitary? 

Mr. Murpuy. That is right. 

Mr. Rooney. It is included at the present time and was included 
4 years ago? 

Mr. Murpuy. Yes, sir. 

Mr. Forp. It would be helpful, I think, if we could have a tabular 
chart showing the amounts for the last 5 years in the nonmilitary. 

Mr. Rooney. Of course, the gentleman from Michigan knows well 
what I had in mind when I asked those questions. J wanted to pin- 
point a comparison between what is going on now under President 
Kisenhower and 4 years ago. 

Mr Ho .uistrer. You will find that at page 41 of your presentation 
book. ‘There you will find appropriations and expenditures for the 
years 1949 through 1957. 

Mr. Forp. I suggest that those figures be submitted for the record 
at this point. 

Mr. PassmMan. At this point we will insert in the record the tables 
referred to. 

(The tables referred to is as follows:) 


Mutual security program—Summary status of appropriations and expenditures, 
1948-56 


[Millions of dollars] 








| 
Adjusted appropriations | Expenditures 
a ta Ne eal ve ae ee 
Fiscal year l | | 
| Military | Non- Total | Military Non- | Total 
| | military | | military | 
ge eae te ern eh) Oe en ete tes. ae” el Se a eels 
IN i eeedtieibe nece|------------} 6,386.8 | 6,386.8 ]............] 4,549.6] 4,549.6 
hits aceeewrane hkbaeeeeemeun 11,314. 1 3, 859. 1 5, 173. 2 51.5 3, 437.2 | 3, 488. 7 
ed ee Se noel 5, 223. 4 2, 136.0 | 7, 359. 4 | 933. 6 2, 802. 2 3, 735.8 
Seiwa ictededdos oan 5, 267. 2 2,015.1 | 7, 282. 3 | 2, 384. 7 2, 147.8 | 4, 532.5 
NE Ssh denasecin-sc a nchi-k ircs dence aces Seana 4, 097.8 1,914.1 6,011.9 | 3, 956. 1 1, 766. 6 », 122.7 
Re cee Se SS aoe ol | 3,219.4] 21,504.51) 4,723.9) 3,628.5] 1,246.9] 4,875.4 
|, Re ee eee 949.3 1, 855. 2 | 2, 804. 5 | 2, 811. 2 | 1, 953.1 | 4, 264.3 
2006 (estimate; .......<.....+~.- 1,022. 2 1, 681.3 | 2, 703. 5 | 2, 200.0 , 570.0 3, 770.0 
Grand total........-.-.---] $21,098.4 |  21,352.1 | 42, 445.5 | 415,465.6| 19,473.4 | 34, 939.0 
! i 








1 Includes $500 million contract authorization. 

? Includes $200 million transfer from funds available to the Department of Defense as provided in Public 
Law 207, 83d Cong., dated Aug. 7, 1953. 

3 Includes $70.0 million fiscal year 1955, and $317.2 million fiscal year 1956 for direct forces support. 

4 Includes $19.4 million fiseal year 1955, and $143.6 million fiscal year 1956 for direct forces support. 


Mr. Passman. Mr. Hollister, you may complete your statement if 
you desire. 
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MILITARY ASSISTANCE PROGRAM 


Mr. Houutster. You will receive from representatives of the De- 
partment of Defense a detailed description of the military assistance 
program. However, as coordinator of the entire mutual security 
prserens, I should like to comment on several matters which 1 regard 
to be of particular importance. 

When we develop for any country a program of military assistance, 
we consider the entire situation of that country. First, of course, we 
consider the foreign policy of the United States with reference to the 
potential recipient of military assistance. Among the other matters 
we must have in mind are these: (a) The risks confronting the country 
and their effect on the security of the free world; (6) the opinion of 
the Joint Chiefs of Staff as to the defense force base necessary for 
each country; (c) the nonmilitary projects needed to give direct support 
to the military effort; (d) the capacity of the country to obtain and 
pay for the equipment and supplies which its forces need; and (e) the 
extent to which outside aid is necessary in order to prevent injury to 
the country’s economy. 

Almost half a billion dollars is included in the military assistance 
program for a new program to equip with advanced weapons those of 
our allies who can use such weapons effectively in the free world 
defense effort. This program, begun late in the current fiscal year, 
will receive, from the funds requested for fiscal year 1957, the im- 
petus necessary to sustain it in its initial phases. Not only will this 
program provide our allies with a potentiality to counter the growing 
threat of more modern Communist equipment and forces but it will 
also reassure them that we intend to share our scientific resources in 
building an up-to-date defense for our mutual benefit. The funding 
of this advanced weapons program has been varied slightly from the 
proposal outlined in the presentation books in that approximately 
one-fifth of it has been already funded from current year appropriations. 

There is an example of a switch made in certain money available 
in the Defense Department. They have anticipated some of this 
advanced weapons program with 1956 funds and to that extent have 
dropped other planned reservations or commitments that they may 
have had for some of those funds. They deferred these other things 
in some cases, and have, I believe, in a few cases, abandoned some 
minor part of the items deferred. I point out that this has to be a 
dynamic, shifting program and, when it became important to get some 
new weapons activity into it, they did it in 1956 and deferred some 
other things they might have done with that 1956 money. 

Here is my fourth chart. You gentlemen are very familiar with this 
map, but I like to keep looking at it myself because it does give such a 
clear picture of this far-flung activity of ours. The only thing not 
included are some of these colonies where we have minor programs. 
We have minor programs in British Guiana, Surinam, and some of the 
Caribbean Islands, and there are also a few in Africa—the Gold Coast, 
Nigeria, the Federation of Central Africa and a few places where the 
situation is such that we feel we are not merely bailing out the country 
of which they are a colony but actually making a real contribution to a 
place where independence or semi-independence is very close. 

But this map shows most of the places where we are operating. 

Mr. Passman. How about Thailand? 
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Mr. Houustrer. Thailand is here. And here are Cambodia and 
Laos. 

Mr. PassMan. Yes. The map is there. 

Mr. Houuister. This variation, designed to assure timely delivery 
of certain long-lead time items and to effect important economies, 
does not change the total of either the advanced weapons program or 
the overall military assistance request for fiscal year 1957. 


WORLDWIDE COVERAGE OF THE PROGRAM 


The mutual security program proposed for fiscal year 1957 includes 
activities in every area of the free world in which our interests in 
peace and security are most seriously at stake. An examination of a 
map of the world showing the distribution of both military and non- 
military programs clearly indicates the comprehensive coverage of the 
integrated program in all of these crucial lands. 


AMOUNT OF AID TO FAR EAST COUNTRIES 


Forty-three percent of the total program proposed for fiscal year 
1957 will go to seven countries on the periphery of the Sino-Soviet 
bloc, all of whom are of extreme importance to the free world in its 
global defense effort. 

These figures [indicating on chart] are very interesting to show how 
this program ties in with the security of the United States. Forty- 
three percent of the 1957 program goes to Korea, Taiwan, Laos, 
Vietnam, Cambodia, Pakistan, and Turkey. 

Each of these seven is maintaining a defense establishment well 
beyond its capacity to support unassisted without serious injury to its 
economy. We cannot avoid the expenditures proposed in these 
countries without a major risk to free world security. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Houutster. The next chart is almost the same thing. These 
same seven countries are to receive 49 percent of the funds proposed 
for nonmilitary programs in fiscal year 1957. In other words, of the 
nonmilitary program, about half goes to those same seven countries. 


ADMINISTRATIVE EXPENSES 


Mr. Roonry. How do you account for the fact that your admin- 
istrative expenses which we thought a year ago were going to be cut 
down are up in the present request? 

Mr. Houutstzer. One of the reasons, a minor one, is the increase in 
pay of personnel. 

Mr. Roonry. The reason I ask this is that it is awfully hard to 
understand. 

Mr. Houurster. I hope it will not be when I finish telling you the 
reasons. One of the items is the increase in pay of personnel because 
of the salary increase. 

Mr. Roonry. That would not account for too much of it, would it? 

Mr. Hou.ister. Certain items were in the budget, $400,000, I 
think, for educational allowances, in addition to increases in wages; 
and the number of programs and projects has increased over the 
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world; and we have had to go to parts of the world we did not before, 
and all of that increases your administrative cost. 

Mr. Roonry. What countries did you have to go into that you did 
not contemplate going into ‘at the time the Secretary made the state- 
ment we discussed this morning with regard to administrative 
expenses? 

Mr. Houutster. We are in Ceylon now; that is one. 

Mr. Rooney. Where else? 

Mr. Houuister. That is the only new country, but the program 
as a whole has increased. We had to build up our staffs in the Indo- 
chinese states also. We have been understaffed in a great many 
places and still are. 

On the other hand, I have tried my best to cut down as much as 
possible. I have completely closed five missions—The Hague, Oslo, 
Copenhagen, Lisbon, and Brussels. There is a certain amount of 
cleaning up and a few minor activities which have to be done. 

I am also planning to close Paris, Rome, London, Bonn, and Vienna. 

Except for Spain and Yugoslavia we expect to be almost entirely 
out of Europe. Wearenotgiving any moredevelopmentaid to Europe 
since I have been Director of ICA. We have only a few minor tech- 
nical aid programs. 

Those are savings, but unfortunately the savings we are making 
there are more than offset by increases elsewhere. 

Mr. Rooney. Will you tell us what the contemplated savings are? 

Mr. Hotutster. Our estimate for Europe for next year is $700,000 
below what it is this year, although I would like to verify that. 

Mr. Roonry. Where will that $700,000 wind up? In the taxpayers’ 
pocket? 

Mr. Houuister. I am afraid we will have additional expenses in 
different parts of the world and in Washington that will take that up. 

Mr. Rooney. Are you expanding the Washington oifice? 

Mr. Houuister. I have closed up one division; other divisions will 
have to be expanded. I closed the whole Research Division. About 
22 people were in that Division. 

Mr. Roonry. What do we save by that? 

Mr. Houusrer. I do not know. 

Mr. Roonry. What happened to that saving? 

Mr. Houuister. We cannot tell. 

Mr. Rooney. Why abolish it? Why not leave those people there 
if we are not going to save any money? 

Mr. Houuister. You know in any organization you are trying to 
improve all the time, of course, and some places you find you can 
adopt savings and other places you find it will cost you more. If we 
are going to run the kind of program Congress has authorized, we have 
to incur a big administrative cost. I would like to compare our 
administrative cost to that of a similar organization. I think our 
cost measures up pretty well. 

Mr. Rooney. It is disheartening to sit here and hear the word 
“saving” mentioned and invariably when one inquires as to what 
happens to those savings, it is found they never get in the taxpayers’ 
pocket. 

Mr. Passman. You may proceed, then, to complete your statement. 








AMOUNT OF AID TO FAR EAST COUNTRIES 


Mr. Houutster. I have just pointed out that 49 percent of the 
funds proposed for nonmilitary programs in fiscal year 1957 are in 
these same seven countries. They will also benefit from certain 
other increments of aid included in the program. Those in the Far 
East will undoubtedly be helped by activities conducted under the 
Asian fund, and Turkey and Pakistan may benefit from the Middle 
{ast and Africa fund; these two funds make up an additional 13 
percent of the program. The President’s contingency fund— section 
401 of the Mutual Security Act—takes up 5 percent, and our con- 
tribution to various United Nations and other humanitarian programs 
and our necessary administrative expenses account for a further 6 
percent of the nonmilitary program. 

T am pointing all that out to show that the 49 percent is increased 
by several other items if you take all these other things into consider- 
ation. This shows how important these seven countries are in our 
program. 

The 27 percent planned to be spent for the benefit of other nations 
in the free world are expenditures deserving high priority from the 
standpoint of the security interests of the United States. 

A comparison of the nonmilitary appropriation request for fiscal 
year 1957 with the appropriation for the current fiscal vear indicates 
that an increase of about $180 million is sought. 

On the left [indicating on chart] is what you gentlemen appropriated 
last year, and on the right is what we are asking for the current year, 
so you can see the br eakdown does not differ greatly from what it was 
last year. 

Mr. PassMan. A very excellent chart. 

Mr. Houuister. This increase is accounted for primarily by the 
proposed Middle East and Africa fund of $100 million and the increased 
defense support assistance required by certain Asian countries main- 
taining military forces well above their capacity to support alone. 

An examination of the trends in our nonmilitary aid to the various 
regions of the world over a 5-year period clearly demonstrates the 
ereatly reduced emphasis on aid to Europe and the substantial 
increases in our assistance to Asia, the Near East, and Africa. 

That is what you were interested in a while ago, Mr. Chairman. 
This [indicating on chart] is just Spain and Yugoslavia and a little 
money for Berlin. That shows how our program “went up in Asia and 
how it is going up in the Near East. Latin America is about at the 
same level it was a few years ago. 

Mr. Passman. Originally the program was primarily for Europe, 
then we moved to the Middle East and Far East. I wonder if you 
could tell us what improvements have been made, because on the 
surface they seem the same. 


EUROPE 


Mr. Houuister. For the NATO countries of Europe—excluding 
Greece and Turkey, which, for purposes of the program, are treated 
with the Near East—all assistance is military, other than a relatively 
small program for European technical exchange. Apart from the 
advanced weapons program, the fiscal year 1957 program in Europe 
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is largely one of providing spare parts, maintenance items, equipment. 
lost by attrition, and some modernization of equipment. ‘The level 
of the forces in whose equipment we are assisting remains substantially 
as in former years, and the NATO country defense expenditures 
remain at high levels. 

The program also contemplates aid to West Berlin, Spain, and 
Yugoslavia. These last two countries are observers in the Organiza- 
tion for European Economic Cooperation (OEEC). Spain and Yugo- 
slavia have not been reached by European recovery to the same 
extent as other Western European countries, and they have standards 
of living well below the levels of the more industrialized nations. 
From each of them, however, there has been and may be expected an 
important contribution to the security of the free world. 

The air and naval bases furnished to us through the cooperation of 
Spain are of very real value. Yugoslavia, a member with Greece 
and Turkey of the Balkan Pact, maintains its independence and has 
stood aloof from the Communist bloc. Nor can we fail to continue 
our support of West Berlin, standing as it does as a symbol of freedom 
far behind the Iron Curtain. 


NEAR EAST, AFRICA AND ASIA 


In the Near East, Africa, and Asia, we are dealing with a large 
number of new nations, some of them only recently emerged from 
colonial status. In most of these countries, the levels of living stand- 
ards, annual gross national product, industrial capacity, and per 
capita income are extremely low in comparison to the more prosper- 
ous parts of the free world. 

Some of these nations, such as Korea, Laos, Vietnam, Cambodia, 
and Taiwan, have recently suffered from the effects of war or are 
faced by large Communist forces at their borders, or both. Many of 
them are among the nations I have mentioned which need substantial 
defense forces but do not have the resources with which to support 
them. Nevertheless, they and the free world need this military 
effort so that they can remain free of external aggression and can put 
down armed internal subversion. 

These nations also have a security problem apart from the threat of 
ageression and subversion. Many of them have serious economic 
difficulties which may directly affect world stability and peace. They 
are striving to improve their internal conditions and to raise stand- 
ards of living which are now austere in the extreme. They find them- 
selves confronted with poverty and disease. Their peoples, not un- 
reasonably, expect the leaders of these nations to provide them with 
economic opportunities far beyond that which could be expected a 
very few decades ago. If the governments of these countries do not 
make reasonable progress in satisfying these aspirations, the free 
world may be confronted by a type of security problem which is almost 
impossible to cope with. 

it is not only with the nations who have joined with us in an active 
defense effort that we must be concerned. The importance of the 
stability and independence of the so-called uncommitted nations must 
not be overlooked. In including these free nations in the mutual 
security program, our sole purpose is to assist them in establishing 
those conditions under which free institutions can survive and prosper. 
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In giving this help, we do not wish to mterfere with the ways they have 
chosen to live and to govern themselves. We merely wish to assist 
them to advance and prosper in such a way that they cannot be over- 
run or weakened by Communist aggression or subversion. 

We must recognize the danger posed by recent Soviet offers of arms, 
loans, capital voods, and trade to the pe oples of this area. Their 
need for some form of help from some source is too clear for argument. 
The choice inust then be made as to whether the free world will find 
a means to provide such assistance or whether we will require these 
nations to turn elsewhere and to risk their independence and freedom 
of action by accepting Communist offers. 

We do not intend that our mutual security program should become 
part of a bidding contest in which we try to meet the Communists 
offer for offer. Should we yield to any such temptation as that, we 
might be coerced into proposing projects and programs so far beyond 
the capacities of the prospective recipients that the harm we do will 
exceed the good we intend. On the contrary, we must continue to 
develop sound, helpful programs along tested lines, using the ex- 
perience we have ac quired over the years so as to help our friends to 
achieve the highest possible rate of progress. 


NEAR EAST AND AFRICA 


I shall mention briefly a few individual situations in the Near East 
area in order to suggest the nature of our problems there. 

Turkey’s assumption of an extraordinarily large military burden 
merits our continued support. The combination of the demands of 
her defense establishment and the costs of accelerated development 
have brought about serious economic strain, which the Government 
of Turkey is making efforts to alleviate. 

In the Arab States and Israel our programs are designed to accelerate 
desperately needed economic development and to provide a partial 
answer to the plight of the refugees from Israel. It is hoped that they 
will also help in the solution of the bitter controversies that now plague 
the entire Near East. We are prepared to support projects that 
hold promise of constructive progress toward peace and stability, such 
as those relating to the Jordan River and the resettlement of refugees. 


MIDDLE EAST AND AFRICA FUND 


Aggravating the serious tensions which have for some time been 
developing in the Middle East and Africa is the greatly increased 
Soviet activity there. Moreover, severe economic and political crises 
have in the past stricken the area with devastating frequency ; there 
is no reason to expect that this pattern will not continue for some 
time to come. For these reasons, the President has requested that 
a $100 million economic assistance fund be established for the Middle 
fast and Africa to be available for carrying out major country and 
rezional projects which will make a demonstrable contribution toward 
solving economic problems and maintaining peace and stability. 
This fund would not be programed in advance country by country, 
so that we could use it to meet suddenly arising and pressing situations 
without having to divert funds from soundly conceived country pro- 
grams on which the proposed recipients are counting. Such a fund 
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will contribute to the orderliness of planning and negotiating assistance 
for the area. Although it is not intended that preference is to be 
given to regional projects, the intelligent and imaginative use of this 
Middle East and Africa fund may contribute to the solution of some 
of the more serious problems in the area which affect more than one 
nation. 

SOUTH ASIA AND THE FAR EAST 


I shall confine my discussion of this area to a few examples of coun- 
tries whose situations typify the problems of Asia. 

Pakistan, a nation active in the defense of the free world through 
her membership in SEATO and the Baghdad Pact, lies in a position 
to take an important part in protecting Asia from aggression. Sup- 
porting as she does a defense program beyond her capacity to main- 
tain without outside aid, she deserves and needs our continued assist- 
ance. We should, in the interests of free world security, continue to 
assist both her defense efforts and her progress in building economic 
strength. 

The great need of India is for economic development. It is impor- 
tant that we give evidence of our longstanding friendship for the people 
of this free nation by assisting her in the second 5-year plan which she 
plans to initiate this year; we may thus bolster her determination to 
maintain her independence and to make the economic progress which 
is essential to her welfare. 

Korea is an essential part of the free world’s defense perimeter. 
Without material aid from the United States, it cannot continue to 
maintain in the field the largest free world army in Asia, facing a strong 
enemy across a narrow demilitarized strip. Korea is faced as well 
with the most severe economic problems, aggravated by a great influx 
of refugees from the north. She is achieving some progress in her 
efforts to increase the living standards of her people, but she is a long 
way from self-support. 

The three southeast Asian countries of Cambodia, Laos, and Viet- 
nam are faced constantly with the threat of both military attack and 
internal subversion at the hands of the Communists. Their newly 
established independent governments will continue to require sub- 
stantial amounts of economic assistance in order to help them main- 
tain their defense forces and preserve their political independence and 
economic stability. 

ASIAN FUND 


Last year Congress established the President’s Fund for Asian 
Economic Development with an authorization of $200 million. Of 
this amount $100 million was appropriated, and, because Congress 
knew that developing projects involving more than one nation takes 
considerable time, the funds were made available for a 3-year period. 
The President is now requesting that the remaining $100 million be 
appropriated. 

The first major project to be financed from this fund will be : 
regional nuclear research and training center located in the Philippines s 
for the benefit of Asians. A distinguished team from the Brookhaven 
National Laboratory is now carrying on a comprehensive survey, the 
results of which will be the subject of discussions at the ¢ ‘olombo plan 
consultative meeting this fall in New Zealand. Among the other 
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projects which we have under consideration are some involving mineral 
resources development, communications, rail and water transporta- 
tion, and various regional centers. We will not be able to act upon 
more than a few of these if an additional appropriation is not made to 
the fund. 

While under the statute preference is to be given to projects of a 
regional character, the possibility of a need to use this fund for assist- 
ance to individual countries was also foreseen. We have kept such 
situations to an absolute minimum but have found it necessary to 
fund a modest development program for Indonesia and a small part 
of one for Ceylon from the Asian fund. These activities, which 
account for less than 5 percent of the outstanding appropriation, were 
deemed to be of major importance to the accomplishment of our 
foreign-policy objectives in Asia, at a time when there was no other 
readily available source of funds with which to carry them out. 


LATIN AMERICA 


In fiscal vear 1957 we propose to continue our technical cooperation 
activities in Latin America on approximately the same scale as in the 
current fiscal year. In their own development activities the nations 
of the hemisphere are pressing to achieve higher social and economic 
standards and improved living conditions. From my own recent 
observations there, I know that the people are pleased that their 
programs to which we provide technical assistance are cooperative 
efforts in which citizens of our respective lands work side by side. 
Our continued participation in these partnership projects, supported 
by the contributions of both countries, cannot help but be a source 
of genuine good will between this country and the nations of Latin 
America. 

In two countries of Latin America, Bolivia and Guatemala, where 
severe economic crises have arisen, we have been providing emergency 
development assistance in the form of both agricultural commodities 
and assistance in longer-range development programs. It is proposed 
that this form of assistance be continued in fiscal vear 1957, although 
on a reduced basis as to total. 


CONTRIBUTIONS TO OTHER ACTIVITIES 


For a number of years it has been the policy of the United States to 
participate in the efforts of the United Nations and other international 
organizations to deal with special problems of economic development 
and to assist in alleviating the serious difficulties of certain especially 
needy people whose problems are best handled through multilateral 
action. We propose continued support to the U. N. programs at 
levels generally comparable to our contributions in past years, as 
well as to the United States escapee program to assist those who have 
escaped from communism, the work of the Intergovernmental Com- 
mittee for European Migration (ICEM) and the program of paying 
ocean-freight costs on agricultural commodities and donated relief 
supplies. 

NEED FOR ADMINISTRATIVE FLEXIBILITY 


I believe that a major need in the administration of the mutual- 
security program is an increased amount of flexibility with which to 
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deal with the problems confronting us. I should like briefly to 
review for you our planning and programing cycle in order to indicate 
the very real difficulties we now encounter. 

The illustrative programs—this I think is important, gentlemen— 
with which we present Congress each spring are the result of a long 
process of development. A great deal of the planning at the country 
level on the program for fiscal year 1957, now before you, was done 
more than a year ago; similarly this year, the country team for each 
country has for the last 3 months been doing preliminary work on the 
planning for fiscal year 1958. A very thorough screening, in the 
field and in Washington, is given to both the military and economic 
aspects of these country programs. Delivery schedules and priori- 
ties are carefully developed. ‘These projects least useful and with 
least promise, and those which can be postponed for a year or more, 
are eliminated, and program requirements are reconciled with fiscal 
needs. The Bureau of the Budget thereafter participates in extended 
hearings on the programs as developed, as a result of which they are 
further refined. ‘Thus the requests for funds appropriated in the late 
spring or early summer of 1956 for the fiscal year 1957 program, are 
based on planning which started in the early spring of 1955. 

The planning process does not end with the appropriation of funds, 
for the Congress frequently enacts changes in the program. After 
appropriation, a further program review is needed to adjust the pro- 
grams originally proposed to the action of Congress and to any changes 
in the world or country situation which may have taken place since 
the original planning of the program. Additional time is required for 
the allocation of funds to particular programs in accordance with 
proper budgetary and fiscal control procedures. This reprograming 
and allocation of funds is ordinarily completed in November or De- 
cember of the calendar year in which the appropriations are made. 
In the case of military allocations, it is sometimes even later. After 
that, we must begin, both with other governments and with private 
contractors, the ‘long process of negotiation, carefully conducted 
in order to insure that we spend the money appropriated with wisdom 
and frugality. Programs involving loans or the sale of agricultural 
commodities require substantially more time for negotiation since 
such agreements are generally on a “‘package’’ basis for the country 
concerned. 

This circumstance alone imposes on the Department of Defense and 
ICA an extremely restricting time schedule; our problems, however, 
are multiplied by the fact that those who engage in the negotiation 
work are at the same time involved in the planning and preparation 
of the presentation for Congress of the program for the next succeeding 


fiscal year. This presentation requires a great deal of careful prepara- 


tion. The documents which are prese nted for your examination are 
carefully written and checked. There is thorough interdepartmental 
coordination, clearance, and editing. The program and operating 
staffs worked on the documents which you have before you for over 2 
months, and for over 2 additional months they have participated in 
hearings before the congressional committees. Concurrently many 
of the same people have been supervising the obligation of fiscal year 
1956 funds. 

A further complication to the entire picture arises out of section 106 
of the Appropriation Act. This section provides that not more 
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than 20 percent of the funds made available under the act may be 
obligated or reserved during the last 2 months of the fiscal year. 
This means that the early months of the year are a time of feverish 
negotiation and inevitably results in a rush to obligate funds before 
the first of May, for, without contracting operations scattered about 
the world so that we cannot keep precise, up-to-date records of obli- 
gations, we attempt to obligate as much before the May 1 deadline 
as possible in order to avoid an accidental violation of the 20 percent 
limitation and resulting immobilization of some of our funds. 

It is clear, I think, from this review of the planning and programing 
cycle that the time we have available in which to obligate mutual- 
security funds is extremely short. In the interest of sound manage- 
ment, economy in the use of tax money, and efficient conduct of the 
mutual-security program, the President recommends that the Con- 
gress adopt the following improvements: 

(a) Make military assistance funds available on a “no year” basis 
in the manner now applicable to most other military procurement 
funds expended by the Department of Defense; 

(6) Permit at least 25 percent of nonmilitary Mutual Security Act 
funds to remain available until September 30 following the end of the 
fiscal year (i. e., make them 15-month funds) ; 

(c) Eliminate the provision of the appropriation act limiting obli- 
gations in May and June to 20 percent of the appropriations for that 
fiscal year. In practice, I believe it works against economical use of 
funds, rather than helping the cause of economy. I urgently request 
this committee to relieve us of this restriction. 

The enactment of these three improvements will materially facilitate 
the administration of the mutual-security program. 


EXPORT OF AGRICULTURAL COMMODITIES 


An important part of this program over the years has been the 
export of agricultural commodities produced in the United States 
and their donation, barter or sale for foreign currencies. From the 
beginning of the Marshall-plan aid in April 1948 through December 
of al year, approximately one quarter of the total agricultural exports 
of the United States were financed from the mutual-security program 
or its predecessors. These exports have included large quantities of 
cotton, bread grains, coarse grains, tobacco, dairy products and many 
other commodities. 

Exports under the mutual-security program are financed under 
section 402 of the amended 1954 act. An analysis of the program 
during the last 3 fiscal years and that anticipated in the coming 
one shows a decided shift in emphasis away from shipments to 

urope. 

This chart [indicating] is the agricultural surplus chart. We are 
asking that the requirement to have agricultural commodities in our 
programs be reduced to $250 million for the coming year. The 
requirement was $300 million this year and we had great difficulty 
in meeting it. We hope to meet it by the end of the year. Formerly 
conditions were different because Europe took a great deal of our 
agricultural commodities. Now, that the activity has shifted and 
the new countries have agricultural economies, it is not easy to have 
as much of the agricultural surplus in our program as we had before. 
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With this shift, which results from the decreased needs of an eco- 
nomically strengthened Europe, will probably come a decrease in 
agricultural exports, since the areas of Asia and the Near East into 
which most of our economic assistance is now moving are predom- 
inately agricultural and often do not need our surplus “produc ts. 

The next subject is loans, and I know you are all interested in them. 

Mr. PassmMan. Will you ‘furnish for the rec ord a list of the agricul- 
tural commodities, commodity by commodity, and the amount of 
each? 

Mr. Houuistrer. We have it here. 

Mr. Passman. Will you insert that in the record at this point? 

Mr. Houutster. Yes. 

(The matter referred to is as follows:) 


ICA program for sales of surplus agricultural commodities under sec. 402, fiscal year 
1956 through Apr. 30 


Amount in 


Commodity millions 
ON ENS EEL LDL LL RESLGTE ott bene bain $129. 3 
Cotton. ...--.-.- Pak satan R 105. 3 
Coarse grains - - - - See eee ‘ 27. 6 
Dey Cees Sk RES Bw eS) eel gad sew seave 24. 8 
Fats and oils_--- F : ; . re 3 15. 6 
lL scala : parle ai . : 14. 7 
OS a tee pe  Aregeseing : ai J s 5. 0 
Other commodities __ : ee : a : 6. 7 
Ocean freight _ - Jes $; f 20. 2 

ak a Ricci ee ae eciae 349. 2 


Source: Office of Statistics and Reporis, International Cooperation Administration. 
FINANCING OF MUTUAL SECURITY PROGRAM THROUGH LOANS 


Mr. Houuistrer. In administering the mutual security program it 
has been our policy to encourage the financing of the development 
projects and activities of potential recipients of aid by private invest- 
ment or through public lending institutions such as the Export-Import 
Bank and the International Bank for Reconstruction and Develop- 
ment. This policy has been applied in the formulation of the program 
for fiscal year 1957. However, financing of this character has not 
always been available in adequate amounts to meet the development 
capital requirements even in many countries with economies suffi- 
ciently stable to indicate some capacity for repayment. 

We have, under the mutual security program, provided our assist- 
ance in the form of loans rather than grants whenever this was con- 
sistent with the attainment of the objectives of the program. We 
have attempted to see that our loans did not take the place of those 
which might be available from the public lending institutions or 
replace potential private capital investment, if any such possibility 
exists. We have, therefore, restricted the use of loans under our 
program to situations in which the project could not be carried out at 
all except on terms substantially more liberal than those available 
from the public lending institutions. Our efforts this year to increase 
the volume of loans made under the program have had somewhat 
disappointing results. We have found that the use of a loan rather 
than a grant is frequently, for either political or economic reasons, 
inconsistent with the attainment of our objectives, unless the loans 
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are so “soft’’ (i. e., their terms are so liberal) that they constitute 
partial grants. 

I have tried, through this summary of my views on this vast pro- 
gram, to explain my strong feeling that we need such a program as this 
now more than we ever have. The threat with which we are con- 
fronted is essentially unchanged, but our opportunity to meet and 
neutralize it has never been greater. We must act with firmness and 
with imagination. 

_During the coming 2 weeks we shall attempt to give you a full 
picture of every aspect of the program. We believe that you will find 
it soundly conceived to deal with the challenge which we face. 

Mr. Passman. Mr. Hollister, I want to commend you for making a 
very forthright statement. I would like to state at the beginning that 
I have never known of any witness to appear before this committee 
who made any more forthright statement than you did when you said: 

We have found that the use of a loan rather than a grant is frequently for 
either political or economic reasons, inconsistent with the attainment of our objec- 


tives, unless the loans are so “‘soft,”’ that is, their terms are so liberal, that they 
constitute partial grants. 


In other words, on the surface, they are loans but, in reality, they 
may be just grants? 

Mr. Houutster. Yes, a great many of them are grants. There is 
always a possibility that some day we may get something back. We 
might get into a war and we might be able to get war materials that 
they can contribute but in most of the countries that we are working 
= now, it is awfully hard to say in reality whether or not they are 
oans. 

OBLIGATION OF FUNDS BASED ON AGREEMENTS 


Mr. Passman. For a certain amount of clarification, may we go 
back to these different programs? In the military program, you have 
unexpended balances, and they may fall under the category of either 
obligated or reserved balances. 

Mr. Houutster. Yes, sir, that is correct. 

Mr. Passman. Then over in the other phase of this program you 
have obligated funds. Is it not true, in many instances, that we will 
go into one of these countries and we find that there is some particular 
project they need, like deep wells, a drainage canal, or something, and 
we make a commitment, then on the basis of that commitment, we 
consider that as an obligation and carry it as an obligation; is not that 
true? 

Mr. Ho.urster. An obligation means that we have agreed with 
a country to spend money for a particular purpose. 

Mr. Passman. If you agree with a country that you are going to 
spend a certain amount of money for a drainage canal, but have not 
made an estimate as to what it would cost, do you make an estimate 
of the cost and then carry that as an obligation, even though it has 
not been firmed up yet? Do you have cancellations of agreements 
of that type? 

Mr. Houuister. Yes, that occasionally happens. 

Mr. PassMan. But it does not happen frequently? 

Mr. Houutster. I would doubt if it is frequent if you mean 5 per- 
cent, perhaps it does. 

Mr. Passman. To choose a figure, would it be around 10 percent in 
the case of such projects? 
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anh Sepnnannton Mr. Murphy would know about that better than 
I would. 

Mr. Passman. Am I correct in assuming that, after we enter into 
an agreement with a country to do certain work, whether or not we 
have firmed up the obligation, we do perform that obligation? 

Mr. Houuister. Let us assume that we make an agreement that 
we will put in a program which will amount to $2 million. That is 
not an obligation. The obligation does not come until there is a 
rather specific agreement as to what the nature of that program is 
going to be. 

Mr. PassmMan. I am speaking here of economic and technical aid, 
not military assistance. For instance, you offer to do something 
in the economic or technical phase of the program by making a com- 
mitment with a country to do certain work, or to build certain projects 
of which there has been no estimate of the cost. Do we have to come 
up with a cost estimate in order for it to be an obligation? 

Mr. Mourpny. At the beginning I would like to make it plain that we 
operate under obligation concepts which have been approved by the 
General Accounting Office. 

Mr. Passman. I am not questioning that. 

Mr. Murpny. It meets all of the requirements of section 1311 of 
the Supplemental Appropriations Act. 

Mr. Passman. I am not questioning that. I am asking for an 
answer as to whether or not in certain instances you have gone into 
a country and entered into an agreement to accomplish certain work, 
or to build certain projects where you are without an estimate as to 
what those projects will cost, and yet that agreement causes it to 
go into the obligation category? 

Mr. Murpny. We do frequently record obligations on the basis of 
estimates and on that basis, the other country obligates itself to put 
up the estimated requirement of their own currencies. 

Mr. PassMan. It is true that, if we make an agreement with a 
nation or reach an understanding, after we have entered into that 
agreement then we immediately try to estimate the cost of it and put 
that in the obligation category? 

Mr. Murpny. Before we enter into an agreement we make an 
estimate of the cost of it? 

Mr. PassmANn. Before we make an estimate of the cost of it? 

Mr. Mourpuy. We have a figure right in the agreement that we sign 
with them which estimates the cost of the activity and estimates the 
cost of their share and ours. 

Mr. Passman. Who estimates the cost of it? 

Mr. Murpuy. Our technicians. 

Mr. Passman. Have we slipped up on it at times? 

_ Mr. Murpny. Yes, sir; we found out that a number of estimates 
involved greater cost. 

Mr. Passman. In many instances projects will be hurriedly obli- 
gated or deobligated; is not that true? 

Mr. Murpuy. It depends on what you mean by “many.” 

Mr. Passman. Then let us change it to those, where, at a very late 
date, they would be obligated, and then shortly thereafter, they 
would be deobligated? 

Mr. Murpuy. No; not shortly thereafter. 

Mr. Passman. What do you mean by “shortly’’? 
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Mr. Murpuy. I do not know of a single instance where we have 
obligated money and then shortly thereafter, in 30, 60, 90, or 120 
days canceled it out and used the money for something else. 


DEVELOPMENT ASSISTANCE 


Mr. Passman. Mr. Hollister I note that you are asking for $170 
million for ‘Development assistance’? for 1957, as compared with 
$162 million which was appropriated for the current fiscal year. Can 
you tell the committee the reason for the increase for the fiscal year 
1957? 

Mr. Houutsrer. That would be broken down by countries, Mr. 
Chairman. I think it might be wiser to have us go into detail on 
these countries and to wait for the regional development. 


NEW NATIONS BROUGHT INTO MUTUAL SECURITY PROGRAM 


Mr. Passman. All right. What did you mean by a remark in your 
general statement that you had brought some new nations into the 
program for the fiscal year 1957? 

Mr. Houuister. Ceylon has been brought in. 

Mr. Passman. Have any others been brought in? 

Mr. Houutsrer. I do not think there is any other new nation which 
has been brought in. 

Mr. Passman. I believe we developed last year that you had 66 
nations which were getting some type of aid under this program. 

Mr. Houutstrer. Let me say this off the record, Mr. Chairman. 

Mr. Passman. Yes. 

(Discussion off the reoerd.) 

Mr. Passman. For the purpose of the record, may we say that 
another nation is being considered? 

Mr. Houuisrer. Yes. 

Mr. PassmMan. So, two are being considered. One of them has been 
made definite, and you are considering another one. With the 
number that was in last year, that would be 68 nations which are 
participating, to some extent, in our foreign-aid program? 

Mr. Houusrer. It depends upon whether you count the five 
countries which have been dropped. 

Mr. Passman. But they are still getting some type of aid, are they 
not? 

Mr. Houutster. Yes; military aid. 

Mr. Passman. I did not refer to military aid, because I think it is 
pretty well established here that all countries should appropriate a 
certain amount of money for their national defense. They get aid 
for that purpose through this indirect economic aid. 

Mr. Houutster. There is no military aid connected with Ceylon. 

Mr. Passman. I though you were speaking about some type of aid 
other than military. 

Mr. Houuister. Yes, sir; that is true. 

Mr. Passman. That would be about 68 nations which are partici- 
pating in the program. 

Mr. Houutster. I think there is nothing going to England either 
economic or military this year. 

Mr. Passman. But they are finishing up, perhaps, some com- 
mitments made in the past. 
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Mr. Houuister. Yes, in the past. 

Mr. PassMAN. And it will be some time until these old commitments 
are all liquidated. 

Mr. Houuister. That is correct. 

Mr. Passman. You do not know of any nations such as France or 
England, where we have finished all of our commitments and are 
giving them no money? 

Mr. Houuister. No, I do not know of any. 


RUSSIAN COMMITMENTS TO UN TECHNICAL ASSISTANCE PROGRAM 


Mr. PassmMan. I think Russia has made certain commitments 
to the technical aid assistance program or the expanded technical 
aid program of the United Nations. Those funds have not been 
expended; is that correct? 

Mr. Houuistrer. I think they have not been, but, of course, they 
can only be expended in certain places. 

Mr. Murpuy. The chairman is referring to the testimony before 
this committee last year? 

Mr. PassMAN. Yes. 

Mr. Murpny. At that time, nothing had been spent of the rubles. 

Mr. Passman. Then it could be that some of these or other com- 
mitments are set up for publicity purposes, and they would not go 
through with them. 

Mr. Houutster. I think that is probably correct. A good many of 
those deals are barter deals where the Soviet bloc takes a certain 
amount of agricultural surplus in exchange for what they have to 
give. 

Mr. PassmMan. Then we could not correctly call them “Santa Claus,” 
could we? 

Mr. Houuister. No. 


DIFFICULTIES IN RECRUITING TECHNICAL PERSONNEL 


Mr. PassMan. I think we discussed last year the difficulty that 
you were having in getting qualified personnel in the field of technical 
cooperation. Would you care to discuss that briefly, Mr. Hollister? 

Mr. Houuister. Yes. It is still true, and in some fields it is much 
tighter than it is in others. For instance, in the health field it is very 
difficult to get the experts that we would like to get. We have a 
recruitment problem. 1 think everybody admits that the health 
program is a good one and we do not want to push it and attempt to 
handle it with improperly qualified people. 


AID TO SYRIA 


Mr. PassMan. It is my understanding that we are not giving any 
type of aid to Syria, due to the fact that they do not want our aid; 
is that true, Mr. Hollister? 

Mr. Ho.ursrer. It is true that we have none there. Whether they 
want it or not, I do not know. 

Mr. Passman. Are they getting along about as well as the other 
nations in that particular area? 

Mr. Houutstrer. It depends on which ones we compare it with. 

Mr. PassmMan. Well, let us take Jordan. 
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Mr. Houuister. They are not as well off as Lebanon, and I do not 
think that they are as well off as Israel. 


ANTICIPATED DURATION OF NATO PROGRAM 


Mr. Gary. Mr. Hollister, in 1951 a group composed of members of 
the Foreign Affairs, Armed Services, and Appropriations Committees 
of the House went to Europe at the request of President Truman to 
look over the NATO program. 

President Eisenhower, then General Eisenhower, was Commander in 
Chief of the NATO forces and our group met with him in Paris on 
several occasions. I well remember that one of the members said to 
him that the people in the United States were getting rather tired of 
supporting this foreign-aid program. He had urged us that it ought 
not to be cut at that time because we were just beginning to show 
some results, and one of the members asked him how long he thought 
it would be before we could begin to reduce the expenditures. He 
said that it was difficult to fix a time but he thought that by 1954, 
we ought to begin to reduce expenditures gradually until they were 
finally eliminated altogether. 

It is now 1957. Instead of reducing the foreign-aid program, we 
are asked to increase it for next year. 

Do you think it is possible now to make any more accurate forecast 
than he was able to make at that time? 

Mr. Houuister. You were referring then to his prognostication 
with respect to the NATO program; were you not? 

Mr. Gary. Yes. It was the foreign-aid program. The question 
was that the people were getting tired of paying out so much money 
for foreign aid. 

Mr. Houuister. I just want to know which question you are asking 
me. I imagine the President was only discussing NATO at that time. 

Mr. Gary. Yes; that was the program he was interested in. 

Mr. Houuisrer. You are asking me on the general question of how 
long can we look forward to a program of this kind? 

Mr. Gary. Yes. And what the prospects are for the future. 

Mr. Houuister. My answer to that is, as long as the world is in 
the shape that it is in today, and as long as we have approximately 
the present problems that we have, I do not see how you can change 
the program very materially. How long that will be, I would not 
dare to guess. 

Mr. Gary. So, it is impossible to make an accurate forecast? 

Mr. Houutster. As far as I can see, a good long period of time will 
be required. 

Mr. Gary. So, as far as you can see, we will probably have to 
appropriate substantially the amount that we are appropriating now 
over a long period of time? 

Mr. Houutster. No, I did not say that, either. I said as long as 
the world is in the condition that it is in today and as long as we face 
the same problems that we face today, I do not see how we can change 
it very much. The world has changed enormously in 10 years. We 
have today as ardent allies two great nations which we fought to a 


standstill 10 years ago. I am merely saying that under those assump- 
tions, I do not quite see that you can make a great change in the 
program speedily. 





71 


Mr. Gary. But you would not predict as to how long it is going to 
continue at the present level? 

Mr. Houutsrmr. If things would be in such shape that we no longer 
needed to fear certain nations the whole picture would be different 
in the world and our obligations and wishes would be completely 
changed. 

Mr. PassmMan. Mr. Hollister, you have been very kind to us and, 
with the tolerance of Mr. Gary, I would like to ask you a question 
which I have been wanting to ask all day, but I was afraid that it 
would be misunderstood. Let me assure you that I am not asking 
it disrespectfully, but that I am asking it merely to get the infor- 
mation. 

Mr. Houurster. Mr. Passman, I know your courtesy is such that 
any question you ask I would understand in that way. 


TRADE, NOT AID, POLICY 


Mr. Passman. It is the question the American people are asking all 
the time in their letters and on personal visitations. I do not know 
where the statement started, but I do recall reading it often a few 
years ago. They are asking about the statement that the new policy 
would be trade and not aid. What progress have we made on that 
program of trade and not aid? 

Mr. Houutstemr. I do not think that there is any idea of departing 
from that, Mr. Chairman. I am glad that you asked me about that, 
Mr. Chairman, because it gives me an opportunity to bring out some- 
thing which I ‘think has been brought out very little, a comparison 
between these Russian commitments for economic voluntary aid and 
our commitments. 

We are criticized because we cannot move as fast as they can. 
They can move overnight but because of our machinery of appro- 
priation and explanation, we cannot move as rapidly. 

When anybody stops to realize what our world trade under our 
great economic system is, compared to the amount that the Russians 
can throw into the field, Russian activity becomes something of a 
trickle. ‘The increase in our system of free trade with the world is 
perfectly enormous. 

And the ultimate effect of that cannot but help to improve the 
condition of the rest of the world. What we are trying to do, of 
course, everywhere possible, is to induce private capital to move into 
some of these areas and take up the burden. We are making every 
possible effort we can along those lines. 

Mr. PassMan. But so far as this particular program is concerned, 
this program of ‘‘trade and not aid’’—and as Mr. Gary brought out 
earlier, we are asking for an increased appropriation for this purpose 
rather than a decreased appropriation—it does not look like trade 
rather than aid is working out very well, does it? 

Mr. Houutstrer. Well, it does not; because all you have to do is 
look at the charts to see what happened to Asia, to realize what is 
ahead of us. We are in a situation where certain countries in Asia 
have no appreciable foreign trade. We are in a position where we 
sincerely iolere we have to act in order to keep the hope that they 
stay completely free. We know that nations have been picked off 
one by one by those countries that are a threat to us, and we feel 
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there ought to be a certain amount of solidarity in our mutual security 
program so that we can help those countries to stand firm. 

Mr. Passman. That has been true over a period of many years 
without the institution of this program, has it not? 

Mr. Houutster. No. You see the Korean war, the war in Indo- 
china, and other various things that happened around the world 
changed conditions quite materially and all von have to do is to look 
at the charts to see the need in these countries for the money we are 
talking about. 

Trade is a very desirable thing. Everywhere we can, we like to 
get the countries to trade where they have any facilities to do it. 
But trade is a two-way street. Any country requires a certain stage 
of development in order to trade. We are hoping little by little to 
develop a situation in those countries so that they can trade. 

Mr. Passman. So far as trade improvement in those foreign coun- 
tries that we assist, in the main that would have come about under 
either political party, would it not, in your opinion? 

Mr. Hotutster. That is a very difficult question, because there 
would have been a resurgence of trade in the world. To what extent 
it may have been aided or hurt by political activities, I certainly 
would not want to get into, because that was long before my time in 
this picture. All I am trying to comment on is your suggestion that 
“trade, not aid” is the slogan, which I definitely agree with. 

Mr. Passman. We have heard it so often. It started 3 or 4 years 
ago, and now we hear it again. 

Mr. Houuister. It is just as sound as it ever was; but when we 
have certain countries where large armies are kept in the field, and 
where the economy of the country must be bolstered up to see that it 
does not collapse, it is no use talking about trade because they don’t 
have anything to trade with. 

Mr. Passman. You are just as correct as you can be; but once we 
get a country back on its feet, whether we appropriate that money un- 
der a Democratic or Republican administration does not make any 
difference in getting it back on its feet, does it? 

Mr. Houuster. Then you can pull out aad let trade take over and 
private capital will flow very quickly; you do not have to push private 
investment whea conditions are there to make it reasonably profitable 
and reasonably secure. 


EXPENDITURES FOR NATO 


Mr. Rooney. How much has been expended out of the United 
States Treasury to date for NATO? 

Mr. Houutster. I would have to get those figures for you. 

Mr. Rooney. Do you have a general idea? 

Mr. Houutster. We can get them for you. 

Mr. Rooney. Will you please do so at this point in the record, as | 
want to use this figure as a preliminary to my next question? 

Mr. Houuster. By that, you mean the contributions we have 
made to our allies in NATO; you do not mean our own expenditures. 

Mr. Rooney. I mean those moneys out of the United States Treas- 
urv expended in connection with the NATO program. 

Mr. Ho.uisrer. There are two aspects, Mr. Rooney. There is the 
aspect of what our forces cost in the field and then what we contribute 
to other countries. The latter is the mutual security program. 
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Mr. Rooney. Suppose you put them in separately and we can add 
them together and get the answer. 

Mr. Ho.utster. | do not know whether we can get the costs of our 
own military forces. I know we can get what we contribute. We can 
get the mutual security cost. 

Mr. Rooney. J think you and I both have an idea of it, approxi- 
mately. 

Mr Houuister. For instance, what it costs us to operate the big 
airfield near Marrakech has nothing to do with any aid given abroad. 
That is our own. And the cost of keeping the airbase at Keflavik. 
That is a pretty big problem to get all that, because it means a costing 
back and forth. 

Mr. Rooney. I am sure the military can give you the cost of their 
program, and we can take the two figures and add them together. 

Mr. HouutstEr. We will certainly get the aid to the NATO 
countries. 

Mr. Rooney. That figure would be preliminary to my next question. 

(The following information was subsequently supplied :) 


U. 8S. Government foreign grants and credits lo NATO countries, postwar July 1, 1944, 
through Dec. 31, 19565} 


{In thousands of dollars] 





Country | Net grants Net credits | Total grants 
| and credits 





Belgium- }prembours wseaaneieleemscgientt nemmnena - | 579, 376 147, 140 | 726, 516 
Denmark.__. ane : 233, 499 47,417 | 280, 916 
France... irr bee 56a pike bo bed 3, 729, 473 | 1, 772, 571 | 5, 502, 044 
Greece_- 7 : 4 satel . | 1, 220, 166 | 82,011 | 1, 302, 177 
Iceland __- hts d Z 28,014 | §, 627 | 33, 641 
Italy (ine luding Trieste)... ..i-..-- peotelialiatie tn teal hatin it 2, 480, 065 268, 754 | 2, 757, 819 
Netherlands. - anes 791,77 253, 641 | 1,045, 412 
Norway_..--.--- adeeb « -anSethss. Saaitd : 208, 211 | 97,818 306, 029 
Portugal. -__..-- a a ‘ ‘ : 14, 602 52, 461 67, 063 
Turkey. Ru b be ; 241, 223 107,075 | 348, 208 
United Kingdom i eile taits CREM To diode tale : oe se 2, 660, 315 4, 237, 882 | 6, 898, 197 
Total, excluding MDAP military assistance. _.__.__- 12, 195, 715 | 7,072, 397 | 19, 268, 112 

Add: MDAP military assistance __._- ela 1 +8, 938, 536 |---- | 1 9, 938, 536 
mg dp tnctitincieitinipeirtisigenenelll cetnlisleenlymachishabenditiiands 

| 


I es ha chine tka onehhiberss bes 22, 134, 251 7,072, 397 | 29, 206, 648 





1 Through Feb. 29, 1956, MDAP military assistance. 


Note.—The measure of foreign grants and credits generally is in terms of goods delivered or shipped by 
the 1). S. Government, services rendered by the U. 8. Government, or cash disbursed by the U. 8. Gov- 
ernment to or for the account of a foreign government or other foreign entity. 

MDAP military assistance is on a lump-sum basis for reasons of security classification. 





NATO ARMED FORCES 


Mr. Rooney. I was present with Mr. Gary on the occasions he 
mentioned in 1951 when we conferred with President Eisenhower, at 
that time head 01 NATO and I recall his telling us that the plans which 
he had in mind and for which he asked us to appropriate money in the 
1952 budget would cause the readiness of a certain number of divisions 
among the NATO countries excluding Greece and Turkey. And | 
recall the figure was given that by 1955 there would be ninety-odd 
divisions. 

How many divisions, excluding Greece and ‘Turkey, do we have at 
the present. time in NATO? 

Mr. Houutstrer. | wish you would ask the military people that 
question. 
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Mr. Rooney. Has anybody here any knowledge? 

Mr. Barnes. I am Speeial Assistant for Mutual Security Affairs, 
Department of State. 

I was not present at your meeting with the NATO Supreme Com- 
mander, but I believe the figures he was referring to were those we 
have usually carried in NATO of the forces up through M plus 30. 
That figure as estimated then was 30 divisions. The comparable 
figure today is approximately 100 divisions. 

ai Rooney. Where would you find these 90 or 100 divisions 
today? 

Mr. Barnes. The M plus 30 divisions include divisions that are not 
in the field but will be called up. 

Mr. Rooney. From where? 

Mr. Barnes. From NATO member countries. Those include 
reserve divisions. 

Mr. Roonry. How many from France? 

Mr. Barnes. I cannot give you offhand the country figures. 

Mr. Rooney. Are there any from France? 

Mr. Barngs. Yes, sir. 

Mr. Rooney. Will you get that information? You are going to 
be present during all of the hearings, and I would like to see it. 

Mr. Barnes. Yes, sir. 


PERCENTAGE OF PROGRAM BY AREA 


Mr. Roonry. My other question covers the chart that was here. 
I observed it very carefully. Can you pull it out? 

Mr. Houuster. Which one did they show? 

Mr. Roonry. The one next to the last. I find by adding the four 
geographical areas with regard to fiscal year 1953, 67 percent plus 
17 percent in Asia is 84; 1 percent in Latin America is 85, and 15 
percent in the Near East and Africa makes 100 percent, which is 
what it should be. But when you add the 5 percent in Europe in 
fiscal 1957 and 60 percent in Asia, you have 65 percent; then 3 percent 
in Latin America is 68 percent, and 21 percent in the Near East and 
Africa makes 89 percent. So 11 percent is missing. 

Mr. Houuster. But would you let me explain why they are 
missing? 

Mr. Roonry. That is the reason I ask the question. 

Mr. Houurster. The missing 11 percent consists of funds which 
are not regionally allocated, such as the President’s special fund, 
ocean freight, United Nations contributions, and administrative 
expenses. 

Mr. Rooney. Do I understand that with the 11 percent which 
could be thrown in anywhere, that the chart would be changed 
accordingly? 

Mr. Houuister. That is correct. 

Mr. Rooney. With regard to the Middle East and Africa funds, 
I understand this was discussed previously today when I was at the 
funeral; but, for my own benefit, I would like to inquire if it is pessible 
that any part of this $100 million might be used in connection with the 
aid to Egypt? 

Mr. Houuster. Which $100 million—the Middle East and Africa? 

Mr. Rooney. Yes. 

Mr. Houuister. It could be; yes. 
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NEED FOR A DIFFERENT PROGRAM IN FAR EAST 


Mr. Denton. Mr. Hollister, you made one statement that has 
been going through my head for some time and I have always sup- 
ported this program and want to support it now. I think the pro- 
gram has been made a success in Europe; but it seems to me that 
in Asia and in the Middle East we are daddies with an entirely different 
problem than we had in Europe. In Europe those countries were 
prostrate after the war; they had no arms, no money; communism was 
walking in; and money was a great help to them then. But it seems 
to me you are trying to follow in Asia the pattern that worked well 
in Europe despite the fact there is an entirely different background, 
entirely different factors and conditions. Those countries were not 
prostrated by war. The conditions existing there have existed for 
years—this condition of proverty and overpopulation. The prime 
Minister of Indonesia, before the House of Representatives, the other 
day, said he did not need our money; that we could not buy him with 
our money; and it seems we are not getting anywhere in our Asiatic 
program by offering the same thing that worked in Europe. 

I will go along with you on suppporting a part of this program as a 
Christian human thing to do; but does the same thing that worked 
in Europe work in Asia? 

Mr. Houutster. I am so glad you raise that question. I could not 
agree with you more; but where I disagree is with the big suppliers 
who say we ought to have more of the Marshall plan for Asia. There 
have been a number of distinguished people who have said we ought 
to be spending several billion dollars in Asia because it succeeded so 
well in Europe; but, as you pointed out very properly, there was an 
economic base in Europe on which this money could be built so that 
you had a structure for trade and manufacture. But you could not 
do that in Asia, because those countries are without the facilities for 
trade. We have a different problem there; we have armies that have 
to be kept in the field. 

Now some of those countries have been war torn. I do not know 
whether you have been in Korea, but I know Mr. Wigglesworth has, 
and I am sure he can tell you something about the Korean situation. 
And there has been a good deal of the same kind of thing in Indo- 
china. And in Vietnam, you have 800,000 refugees from the north. 
You have war torn countries that you have to relieve, and you do 
have some of those factors present. 

But you are perfectly right; we cannot throw money into that area 
and expect to develop it in the same way we did in Europe. 

Mr. Denton. It seems to me this is a problem—I do not know why 
it is—that these Communists seem to develop organizations over there 
without the expenditure of the money as we do. I do not know, but 
it looks to me like the Communists are walking into a vacuum which 
understandably we all feel is most unsafe. 

Mr. Houuister. All I can say is that you mention something that 
is not usually talked about; that is, the vacuum. I think they will 
walk into a vacuum if we do not fill it. [ think what we are trying to 
do in Asia is to see there is no vacuum. If we pulled out of Korea, 
they would very quickly move into the vacuum; if we pulled out of 
Formosa, they would very quickly move into the vacuum, and if we 
pulled out of Vietnam there is not any doubt that they would come 
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down from the north and the vacuum would be filled. That is what 
caused our policymakers to reach the conclusion that we ought to tr 
to take care of that question by preventing a vacuum and that is 
why this program has assumed the size it has in Asia. 


AVAILABILITY OF FUNDS 


Mr. Wiacieswortnu. Mr. Hollister, when you give us the estimated 
unexpended balance for military assistance of $5 billion, are the 
reserved funds included or not in that figure? 

Mr. Ho.uutster. They would be included. That would be the 
unexpended balance of the obligated funds, and the obligated include 
the reserve. 

Mr. WiccieswortH. The obligated balances include the reserve 
funds? 

Mr. Houuister. That is correct. 

Mr. Wieaieswortu. Looking at the chart on page 40, if I read it 
right, you had at the beginning of the fiscal year 1956 unexpended 
balances of $7.8 billion and you got $2.7 billion in new money, for a 
total of $10.6 billion available for expenditure in fiscal 1956. 

Mr. Houuster. That is the grand total of everything; is it not? 

Mr. WiGGLEswortu. Yes. 

Mr. Houutsrer. Military and nonmilitary? 

Mr. WicGLeswortu. That is for both. 

Mr. Ho.uister. Yes. 

Mr. WiaGLeswortu. Now, for fiscal 1957, is the unexpended 
balance figure as of the beginning of the year $5 billion or $6.8 billion? 

Mr. Houuister. The estimated unexpended balance as of the end 
of this year is $6,877 million total in the whole program. 

Mr. elle fe sable And you are asking for $4.8 billion in new 
money? 

Mr. Houuisrer. Correct. 

Mr. WiccLeswortu. Giving a total available for expenditure of 
$11.682 billion, or just about a billion more than you had for the 
current year? 

Mr. Hotuisrer. Yes, sir. 

Mr. WiceLeswortu. Your estimated expenditures for the current 
fiscal year are $3.7 billion and, for 1957 on that basis are $4.2 billion? 

Mr. Houuister. Yes, sir. 

Mr. WicGLeswortu. Or an increase of about $500 million all told 
which is about the amount contemplated to be spent on the advanced 
weapons program. 

Mr. Houuister. Yes, sir. 

Mr. WicGcitesworrtH. And looking again at your unexpended bal- 
ance figures the June 30, 1955, figure was $7.8 billion; the June 30, 
1956 figure, is $6.8 billion, and the June 30, 1957 figure, is $7.4 billion— 
or about halfway between the 2. Is that correct? 

Mr. Houuisrer. Yes; that is correct. 


NUMBER OF PROJECTS 


Mr. WicGieswortn. From the point of view of administration, I 
think the Hoover Commission found in 1955 that we had about 2,000 


projects in operation. Has there been any material change in that 
figure? 
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Mr. Houutsrer. I do not think there has been any material change. 
The momentum of the things that have been planned in themselves, 
of course, carry you forward. I am doing my best with respect to 
the technical assistance to eliminate certain peripheral activities and 
narrow the programs down to those that we think could be most 
effective in a given country. That is on the technical assistance side 
of it. Of course, if you add the technical assistance projects, you get 
a great many of them. 

r. WicgGLeswortu. I ask because I believe as a result of the trip 
which I made last autumn to the Near East and Asia that pretty 
thorough consideration ought to be given to the matter of projects 
with a view to number, maximum impact and in some cases to avoid- 
ing attempts to go too far too fast. 

Mr. Houuister. | am in full agreement with that. 


NUMBER OF EMPLOYEES 


Mr. WicGLeswortH. What is the personnel picture at the moment? 
Do you know how many we have abroad and how many we have in 
Washington? 

My. Houuister. As of March 31, we had a grand total of 8,421. 

Mr. WiegGLeswortH. Americans? 

Mr. Houuister. Of Americans, there were 4,915, total. 

Mr. WiaGLeswortH. That is both at home and abroad? 

Mr. Houutster. That is correct; that is the grand total. Of 
foreign nationals, we had 3,506. 

Mr. WiaeteswortH. How many do we have in Washington? 

Mr. Houuister. The total in Washington is 1,622. 

Mr. WiaG.Leswortu. I hope some consideration is also being given 
to the matter of the total American personnel both at home and 
abroad. I returned from the Far East with the definite impression 
that in various cases there are too many American personnel and, 
that as a result, we are not getting the maximum cooperation from 
those we are trying to help. 

Mr. Houuister. The personnel, of course, is increased propor- 
tionately by the number of projects. If the number of projects is 
cut down, that cuts down the personnel. 

Mr. WiaGLeswortH. Yes; but I have in mind the personnel per 
project. I think in a good many cases we could reduce the number 
of personnel with advantage to the objectives we are seeking. 


PUBLICIZING UNITED STATES AID PROGRAM 


Has any thought been given to the possibility of getting more help 
from the officials of the governments we aid in enabling the people 
to know what we are doing and why? 

Mr. Houuister. We try very hard. We have various ways of 
doing it. We label everything we send so that the people will know 
it comes from this country. When assistance is financial we have 
an agreement with the different countries that they will give a certain 
amount of publicity to the work we are doing. The Voice of America 
and the USIA operations are supposed to use the information we 
supply them as much as they can to advertise, you might say, in a 
proper way what we are doing. We do not feel that we ought to be 
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spending money to go around the country trumpeting our own fine 
qualities. We feel that is a USIA operation. 

Mr. Wice.Leswortu. I do not believe in many strings as a condi- 
tion to aid, but it does seem to me that we might well ask officials of 
countries aided to utilize their means of reaching their people to see 
that the people know what we are doing and the spirit in which we 
are doing it. 

Just to cite one example, I found with regard to refugee relief, that 
there was no appreciation at all of the fact that we were contributing 
substantial sums to the work. I continually got the answer—‘“‘That 
is just United Nations help; that is not American help.” 

Mr. Houutstrer. Did you get that in Saigon? 

Mr. WiacieswortH. No; 1 got this in the Near East. 

Mr. Houuister. I ask because I am sure that is not the case in 
Saigon. Nor, is it the case in Vietnam. I have been to some of these 
places myself, and I observed that they knew perfectly well where the 
money came from. 

Mr. Wicciesworth. I am speaking about the refugee problem in 
the Arab countries. There did not seem to be the slightest appre- 
ciation of what we are doing there, that we are in fact putting in a 
very large percentage of all the funds they get from the U. N. « 

Mr. Houuster. That is one disadvantage of giving money through 
an international organization. 

Mr. WiaGLeswortn. | think it is. 

Mr. Houutstrer. It is very difficult to have them realize that we 
contribute most of the money for running the international organiza- 
tion. 

EFFORTS TO SPEED UP OBLIGATION OF FUNDS 


Mr. WiaciteswortH. You have spoken about the time involved in 
getting funds to a given country after they are appropriated by Con- 
gress. Is not there some way that that mechanism can be speeded up? 

Mr. Houuistrer. Very definitely. It is one of the things I have 
been working on for some months. Although this is all referring to 
what it has been in the past, there is really no attempt made today 
to obligate until late in the fall. I see no reason in the world why 
a good deal of planning cannot be done so that the instant the appro- 
priation bills go through Congress there cannot be a certain amount 
of immediate obligating. It has, of course, to be somewhat limited, 
because you cannot make plans completely until you know what 
the funds are going to be. And if the funds are delayed until after the 
end of the fiscal year as they were last year, with the summer vacations 
coming along, it would be fall before active work could start on 
obligating. But I think it can be speeded up by several weeks. 

Mr. Wiaeteswortn. I found considerable misunderstanding based 
on the fact that the appropriations had been made in July and along in 
December, a country still did not have any definite knowledge of 
what it was going to get or when it was going to get it. 

Mr. Houuister. I think there is ground for criticism and we are 
trying to speed that work up so we can have a good deal of it done 
before summer and they can start early in the fall. This would be 
some weeks earlier than last year. It will even out the workloads 
of the whole organization and if we get the authority for 15 months’ 
money, it will even it out still more. 
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Mr. PassMan. Passing these appropriations bills on time would 
eliminate that need? 

Mr. Houutster. I do not say entirely, but it would help. 

Mr. PassmMaNn. You would be satisfied if we get the bills passed on 
time; it would be a good compromise? 

Mr. Houuistrer. | would like to have some additional time on some 
projects to be sure we give them careful attention and do not have,to 
rush to obligate the money. 


THIRD COUNTRY TRAINING PROGRAM 


Mr. WiaeieswortH. Another suggestion I picked up, might*be 
called third country training. In other words, giving training, for 
example, in the Philippines to other people rather than bringing them 
to America for instruction here. It was argued that it would cost 
less and might well be more effective if handled through a third 
Asiatic country than in America. It seems to me there is a good deal 
of merit in the suggestion. I wonder if any thought has been given 
to it? 

Mr. Houurster. There is some of it being done now. Not only is 
it cheaper but it has two other advantages. I think in the Philippines 
particularly it gives to the nationals of the Far East a realization that 
here is a country we had by right of conquest and yet we allowed it 
to develop itself to get its freedom and we are still giving it help so 
it can go forward and take its own place in the world. I think that 
is enormously valuable in the training of some of the Far Easterners 
in the program. 

It also has this advantage in that people coming from a country 
quite undeveloped compared to ours are sometimes so overwhelmed 
by the impact of our big cities, the size of our industry, and all our 
operations that they almost give up any idea of being able to do any- 
thing like it. This deters from the benefits of coming to this country. 
It might be better to bring them to some less developed country 
where they could still get adequate training. 

Mr. WiaGLeswortu. It seems to me training from a fellow Asiatic 
might be more persuasive than training here in America. 


“BUY AMERICAN’’ POLICY 


One other thought. Is there not something to be said for delivering 
end items, which are known to come from this country, at times, 
rather than giving money to the government to buy the end item 
somewhere else as a result of which our participation is likely to be 
completely lost? 

Mr. Houutster. I do not quite understand the question. If you 
mean should we buy American rather than buy worldwide—— 

Mr. WiGGLeswortH. Suppose they want locomotives. Why not 
give them the engines rather than give them money to buy the engines 
in England? 

Mr. Houutster. The Congress has put a requirement in the law, 
that we “use the usual channels of trade in a country.’”’ It has been 
thought for some vears from the very beginning of the program, that 
a good way to help the country to develop industrially is to develop its 
import facilities and to teach its people how to procure and get de- 
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liveries and how to work out customs arrangements. Whereas, if we 
did everything for them, we would be acting too much like a big 
brother. 

Mr. WiaGieswortnH. I can see if they are going'to make them 
themselves that could be valid, but if they are going to buy them in 
some third country I do not know why we should not provide them 
from here to our own advantage. 

Mr. Houuistrer. The only difference is a question of price. If the 
Congress floats a certain amount of money for the mutual security 
program I have felt it is proper to try to get the most you can for the 
money. If you buy a product in this country that costs twice as much 
as somewhere else, you have that much less to spend for a particular 
program. Of course, that is not true with respect to agricultural 
commodities which under law we are compelled to buy in this country. 

I am advised that something like 75 percent of everything we buy 
is bought in the United States anyway. 

Mr. WiccLeswortu. | believe that is all, Mr. Chairman. 


EXPORT OF AGRICULTURAL COMMODITIES 


Mr. Forp. | am particularly interested, Mr. Hollister, in your com- 
ments on page 21 under the title “Export of Agricultural Commodi- 
ties.’ Would you have the chart, I believe chart 9, placed on the 
rack, please. 

Mr. Houuister. This one? 

Mr. Forp. When was the pertinent amendment, I believe section 
402, first made available for the financing of some of this program? 

Mr. Houuisrer. It was section 550 in the 1954 act and it has been 
section 402 since then. 

Mr. Forp. Prior to the 1954 act there was no such authorization? 

Mr. Houuister. It is not an authorization but a requirement. 
Prior to this time we could use surplus agricultural commodities. 
Now there is a requirement that at least a certain amount of the 
program be put into agricultural commodities. 

Mr. Forp. Prior to the 1954 act it was discretionary, subsequent 
to that it was mandatory? 

Mr. Houuster. I am told that is correct. 

Mr. Forp. I can follow the reasoning of the several paragraphs 
here. I think it might be beneficial for the record if we could have 
a chart showing the percentage of the total expenditures in prior 
years which resulted because of the use of our agricultural surpluses. 
Would that be feasible? 

Mr. Houuster. I do not quite know what you mean. We can 
tell you the total expenditures and what proportion was in agricul- 
cara! porsteieal: if that is what you mean. 


Mr. Forp. Yes. 
Mr. Houuister. Yes; we can do that. 
(The information requested is as follows:) 
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United States agricultural exports, total and estimated amount moving under Governe 
ment programs, fiscal years 1948-49 through 1955-56 


[Millions of dollars] 
| | 














| Percent under 

Fiscal year Total Government | all Govern- 

programs ment pro- 

grams 

le A a astnn tae aavkenngsseinunks oenssin ema $3, 830 $2, 344 61 
Se iiikaig ee dud bb Ob onda a bob cba pnnncn pace dasatinind dnc’ 2, 986 2, 005 67 
SRE ee dc> each o cn cckek pein ace ob stupe. 3, 411 1, 210 35 
i ckl<. dbiti ns ois donot GaN Re ences sncameuewstldewdewews 4, 053 806 22 
ei lad 2,819 | 546 19 
URDU a iwawad 6S su bhs8 ds chats So coe schon dace curuee 2) 936 | 71 24 
1954-56... -- PURE via aT ck ccncsgceses 3, 143 920 29 
SEE oe os ec cncc scenes ic cki pees ccwaeewewe wens 3, 000 | 1, 300 43 





Source: U. 8. Dept. of Agriculture. 


Mr. Forp. It would also be beneficial to break that down by both 
military and nonmilitary. 

Mr. Houuister. Very few surplus agricultural commodities have 
been used in the military program. There may have been 1 or 2 
cases but 1 know of practically none. I do not think any of these 
commodities go into the military program except through a com- 
plicated process of using the local currency engendered by the sale of 
agricultural products for defense support. I do not think we should 
go into this now. 

Mr. Forp. Is that not part of the overall program? 

Mr. Houuister. Yes. 

Mr. Forp. I am thinking specifically of Spain. We all know that 
is how that program is financed. 

Mr. Houuister. There is also public law 480, which is quite 
different. 

Mr. Forp. I was coming to that next. I think we ought to have 
some information regarding Public Law 480 as well because that does 
generate substantial sums of money for this overall program. 

Mr. Ho.utstEr. That is correct and in the presentation books you 
will find reference to it in each country. We have some part in 
negotiating Public Law 480 agreements and if the local currency 
proceeds of Public Law 480 sales according to the agreement are to be 
used for certain particular purposes, then we are supposed to program 
for those purposes in that country. The methods of handling this 
present a very difficult problem which I would not want to go into 
now. Public Law 480: makes for quite an additional increase in 
administrative expense because we are sometimes compelled, in 
countries where we have an otherwise modest program, to administer 
10 or 15 million dollars in Public Law 480 proceeds. This requires 
an increased local staff and some increase in our Washington staff. 

Mr. Forp. I have never seen in one place the total benefit year by 
year of this section to which you refer and Public Law 480 to the 
overall program. If we could get that data in some kind of chart 
form for the benefit of the record, I think it would be beneficial. 

Mr. Houutster. We will get you something of that kind. 

(The information requested is as follows:) 
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Sales and transfers of United States surplus agricultural commodities to foreign 
countries— Mutual Security and Agricultural Trade and Development Assistance 
(Public Law 480) Act, fiscal years 1954, 1955 and 1956 (through Mar. 31) 


[Millions of dollars] 
































Fiscal year 
Fiscal year | Fiscal year 1956 
| 1954 1955 (through 
Mar. 31) 
NN i steels inn ied bate abs nieies ina sindnosatind $555 | $1, 530 of $1, 519 
International Cooperation Administration...............----- 451 s7| ~~ 345 
ee ae niches i wihacemnatcedt Re oF 
Sec. 402 tis sik tedimicidisiasnabieuiea teas aie nea iale aged 467 259 
Title II (Public Law 480) _- wigan Rca aspel daeeraaot atin as 120 86 
Department of Agriculture (Public Law 480): one eh a. 
CE Chl 32 7 i enieae hi aagpnadedoteesie seebdndhieciaiindll adic erhieliecne 465 | 793 
Title III, barter and donations........._- Sik cue ocae 1104 78 | 381 
| 
Total fiscal years 1954, 1955, and 1956 (through Mar. 31)--........-- ssbb Aaddeed tds Lo stdbdica ids $3, 60: 
International Cooperation Administration, total..............-...-...-------------- he eee ahs Ld 1, 383 
ee ee |, Se Sees Te ee eee ee ee ee © ee eee eee 1,177 
Department of neqroenes, [a lcakik>scocatadinenetecaminwysekeie-sidehebdnigioe pana ae of odeacae 7 2, 221 
:\ |) oe Teste wes Pench seen Mbdetadnocdpaeene cau acunnhsn ckabenee iuikaecaekttaaealee meee 
Title III bs ON Bie tT seeesce, sina aceasta lols wil ces abies bedean epakee eter ae 446 
EE Get EE lo  tdcbictnngdwn Cer ciekekdéhretntbar ibe on ead adgsee aint Raat amis 517 


1 Under previous legislation. 


Note.—Obligations basis: Values include some ocean freight. ICA totals are at United States export 
market value except for title II of Public Law 480, which isat CCC cost. Department of Agriculture to this 
are at CCC cost except for barter which is at United States export market value. 


Source: Office of Statistics and Reports, International Cooperation Administration, 


Mr. Houuster. We have it, as a matter of fact. We did not bring 
it today because we did not think you would be as interested in it as 
some other things, but we have a chart on it. 

Mr. Forp. Please insert it in the record, both for this particular 
section and Public Law 480. It will be helpful. 


PROGRAM FOR LATIN AMERICA 


Mr. Hanp. How much of your total program contemplated in 
your 1957 justifications is designed for Latin America? 

Mr. Houuister. You are talking about the whole program? 

Mr. Hanp. The entire program. 

Mr. HouuisterR. Entire program is $96,396,000. 

Mr. Hanp. Of which how much is economic? 

Mr. Houuister. The economic program is divided into develop- 
ment assistance of $27 million and technical cooperation of $34 
million. 

Mr. Hanp. On the hypothesis that the committee would conclude 
that perhaps more aid should be given to Latin America and we found 
either new money or took the money from some other part of the 
program, in your opinion could additional funds be effectively spent 
there? And would you get effective cooperation from the Latin 
American countries? 

Mr. Ho.utster. I think it would be unwise to make a very sub- 
stantial increase. They could be effectively spent in a period of time. 
I pointed out earlier today that technical assistance programs have a 
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certain limit. In Latin America particularly we try to work in con- 
junction with the host country and feel that the plan will be more 
effective that way. We work through these servicios which you may 
have heard something about. I think they are wonderful organi- 
zations because our people and the Latin Americans work side by side. 
I was down there a few weeks ago and they all talk about ‘‘We do this” 
and ‘‘We do that.” 

Mr. Hann. Perhaps you have answered my next question which is: 
Do you encounter in Latin America any feeling that they are a step- 
child in this program? 

Mr. Houutstrer. You encounter some of that, no question about it. 
Off the record. 

(Discussion off the record.) 

Mr. Houuisrer. | think the answer is there are not many countries 
down there that really need development assistance. If they have 
a proper kind of government, and if we give them technical assistance, 
they have the natural resources and the potential to advance 
themselves. The exceptions are Bolivia and Guatemala and as you 
probably know we have substantial programs there. 

I visited both those countries recently. 

Mr. Hanp. Is the program on technical cooperation working well 
there? 

Mr. Houuster. I think the technical cooperation program is 
working very well throughout all Latin America. 

Mr. Gary. I would like to say I was in the Caribbean area last 
fall and I was very much impressed with the administrators and the 
programs in that area. All of the officials that I talked to had what, 
at least to me, seemed to be a very good concept of the program and 
they seemed to be implementing it very well. 

Mr. Houuister. I am glad to hear that. 

Mr. Hanp. Mr. Hollister, I listened with interest to your exchange 
with the gentleman from Indiana, Mr. Denton, when you were talking 
about applying the same formula to Asia which has been so successfully 
applied to Europe in containing communism. Am I not correctly 
informed when I say the number of members of the Communist Party 
in France and the number of members of the French Chamber of 
Deputies who are Communists is about the same now as when this 
program first started? 

Mr. Houuster. I do not think it has changed very much. I think 
this should be clarified: That when you say the Communist Party 
you mean people who vote the Communist ticket. 

Mr. Hanp. Yes. 

Mr. Houutsrer. I am told France presents a peculiar situation. A 
lot of people voted the Communist ticket because they are kind of 
“agin” government. 

Mr. Hanp. Off the record. 

(Discussion off the record.) 

Mr. Houuisrer. I do not think it has changed materially but I am 
guessing. I do not know that situation. 

Mr. Hann. Your reference to the changing world was dramatically 
true and you pointed out our previous bitter enemies are now our 
allies, Germany and Japan. With respect to both those allies, here- 
tofore very powerful nations, are there any armed forces in either 
country upon whom we could rely in event of difficulty? 
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Mr. Houutster. Germany is just beginning to build up their armed 
forces. The Japanese have a very small armed force. 

Mr. Hanp. Neither is significant at the moment? 

Mr. Houuister. No. 

Mr. Hanp. And you use the expression ‘our enormous trade.’” 
Is it not unfortunately true that quite a fair amount of that trade is 
financed with our own money? We give people money and they buy 
things from us. 

Mr. Ho.uister. This is partially true. But when you consider 
the volume of trade and figure how much of it comes from money we 
have contributed abroad, it is pretty small. 


AMOUNT OF AID DEVOTED TO FAR EAST COUNTRIES 


Mr. Hann. Did I understand you correctly when you said about 
one-half of this entire overall program is devoted to the seven countries 
that you had indicated on the chart—Korea, Formosa, Cambodia 

Mr. Ho.utster. It was 43 percent of the overall program and 49 
percent of the nonmilitary program. 

However, you should remember the various special funds, some of 
which may be spent ultimately in that area, too. But 50 percent is a 
good figure for the nonmilitary side of it and at least 43 percent would 
be a good figure for overall expenditures. 

Mr. Hanp. In your opinion is that an appropriate balance of the 
whole program? 

Mr. Houutster. In my opinion the whole program is pretty well 
balanced. Obviously we would much rather not have to spend all 
that money but we point out the fact that this is not, as one hears, a 
kind of a giveaway program where we are merely trying to spend a 
great deal of money to help more people live better. The great 
majority of the money is used to be sure that certain countries which 
we think are threatened, and which have substantial armies to sup- 
port, are in a position to defend themselves. 





EFFECT OF AID TO CAMBODIA 


Mr. Hanp. Now, Mr. Hollister, I would like to pick out one of 
those countries as an illustration. Let us just pick out of the air 
Cambodia. I would like to have your comment on how you think 
there is a direct relationship between our efforts in strengthening the 
economy of Cambodia and/or its military forces, and the security of 
the United States. 

Mr. Hou.ister. Well, I would rather have one of the political 
people answer it, but I will answer it as best as I can. Look at the 
map and you see Cambodia surrounded by Laos and Vietnam on one 
side and Thailand on the other. 

If that country in the middle of that group should turn to com- 
munism, it seems very difficult to see how Vietnam or Laos could 
hold up. It would probably touch off a chain reaction in Thailand 
and perhaps even in Burma to say nothing of what the effect might 
be in Indonesia; in the Malayan Federation. 

We try to look at this program as a whole and we are hoping that 
we can maintain this periphery of countries in Asia in a stage where 
they will remain free and Cambodia 
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Mr. Hanp. By free you mean non-Communist and not under 
Russian domination? 

Mr. Houuister. That is correct. 

Mr. Hanp. If they did not remain free what effect do you think 
that would have on the security of the United States? 

Mr. Houutster. I have a feeling that there would be a chain reac- 
tion and we would begin to lose free bastion after free bastion and 
would have to pull out completely from that part of the world. I 
am sure that would be a much greater menace to us than the situation 
today. 

Mr. Hanp. I do not follow your reasoning there. Why would it 
be a much greater menace? 

Mr. Houuisrrer. It would mean many more people would be under 
the control of the Communists, it would strengthen their resources, 
it would frighten other people who do not live in that particular area. 

Mr. Hanp. And add to their problems, would it not, as the satellite 
countries have, add to the Russian problems as the satellite countries 
have? 

Mr. Houurster. Undoubtedly. 

Mr. Hann. Might weaken their position as a net result? 

Mr. Houuister. Conceivably, but I do not think either you or | 
would want to abandon them just because of that possibility. 

Mr. Passman. Thank you, Mr. Hollister. We are sorry we kept 
you later than we planned. 

Mr. Houutster. I have plenty of time. 

Mr. PassMaANn. For the information of the members of the committee 
there will be a full committee tomorrow at 11 in this room and we 
will meet here at 10 o’clock and recess at 10:50. 


Fripay, May 25, 1956. 


STATEMENT OF COMMANDER IN CHIEF OF PaciFiIc COMMAND 


WITNESS 


ADMIRAL FELIX B. STUMP, UNITED STATES NAVY, COMMANDER 
IN CHIEF, PACIFIC COMMAND 


Mr. PassmMan. The committee will come to order. 

The first witness is Adm. Felix B. Stump, United States Navy, 
commander in chief, Pacific Command. 

Admiral, do you have a prepared statement you would like to 
present? 

Admiral Stump. Yes. Mr. Chairman, I appreciate the opportunity 
to be here before you and I think I can save you time if you allow me 
to read the statement. I will be happy to be interrupted for any 
questions. 

Mr. PassMan. You may proceed. 

Admiral Stump. Mr. Chairman and members of the committee. I 
appreciate the opportunity to appear before you. 

I am commander in chief of the Pacific Command. In my unified 
command I have the usual Army, Navy, and Air Force component 
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commanders. As commander in chief of the United States Pacific 
Fleet I occupy the additional position as my own subordinate Navy 
component commander under the unified Pacific Command. With 
respect to United States mutual defense assistance eeograce, I am 
concerned with Taiwan, the Philippines, and our Allied nations of 
Southeast Asia. 

In discussing these programs and the related legislation which this 
committee is now considering, it is important to remember that 
United States assistance for our western Pacific allies is directly related 
to the security of the free world against further Communist aggression 
in this critical area. The contribution of southeast Asian countries 
and of Taiwan to collective defense of the area will continue to be 
directly proportionate to the amount of mutual defense assistance 
provided them. In this respect, the critical years are those that lie 
ahead. Of particular importance, in the immediate future, is the 
progress of collective defense planning and the further development of 
allied military effectiveness in the Pacific to implement that planning. 
A major portion of the United States military contribution to these 
collective efforts will be support provided through the United States 
mutual defense assistance programs. 

The importance of continued progress in collective defense in the 
Pacific area is evident when we consider the existing strength of the 
Communist forces opposing us, both military and psychological, as 
compared to the modest, although commendable, forces of our allies 
in the area. 

Communist ground forces in Asia facing my command area consist 
of over 2,500,000 Chinese Communists and 300,000 Viet Minh, totaling 
about 3 million. These ground forces have available to them support 
by a relatively young but modern Chinese Communist air force com- 
posed of over 2,000 aircraft, with a large percentage of modern jets. 
Furthermore, the Chinese Communist Navy is rapidly expanding with 
its main units, destroyers and submarines. These forces could be 
quickly utilized to launch an attack against the offshore islands and 
south Asia, receiving support from the U.S. S. R. with its wealth of 
modern equipment and experienced military leaders. Finally, 
scattered throughout anti-Communist southeast Asian countries are 
less obvious subversive elements, which the Communists are so adept 
at using, conducting operations designed to weaken the internal se- 
curity of those presently independent countries. 

Although the military capability of our southeast Asian and Na- 
tionalist Chinese allies facing this Communist potential is not ade- 
quate today without United States participation to defend indefinitely 
against even a localized but sustained offensive, we must appreciate 
the progress that has been made possible by United States mutual de- 
fense assistance. Only by continued military assistance can the 
United States avoid costly additional deployment of United States 
forces in the Pacific. 

Our chief military advisers and economic advisers in the respective 
country teams must work together and closely coordinate military 
and economic assistance programs. These undeveloped countries are 
dependent upon United States assistance in practically every field of 
national endeavor. 

In these countries, overall United States assistance is not merely a 
matter of giving them military equipment. Rather, it is the only 















87 


means by which they can continue to exist as sovereign independent 
nations. Only through United States military and economic aid can 
they achieve minimum economic and political stability and the capa- 
bility to maintain internal security and to defend against external 
attack by Communist forces. In this situation, both economic and 
military assistance are vital, but at the same time, neither is adequate 
within itself at present to save the receiving country from Communist 
economic and/or military aggression. 

Much of southeast Asia continues to be inflammable and Com- 
munist activity in some parts is continuous. <A peaceful day is rare 
on the free China border. There are almost daily exchanges of ar- 
tillery fire and frequent attacks by both sides on naval craft and air- 
craft in the Taiwan area. There is fighting going on in northern Laos 
and in Malaya. Control of these areas is a matter of daily concern to 
the free world. 

Southeast Asia, as well as Taiwan and the Philippines, is character- 
ised by rugged terrain with limited road nets. Some large areas have 
no roads at all. The countries themselves generally are undeveloped, 
although they have large resources of some strategic materials and 
agricultural products. Their methods are out dated and their indus- 
trial capability is of a low order. Communication facilities are poor 
and in many cases nonexistent, and national economies are woefully 
inadequate. The level of technological and other professional educa- 
tion is low and only a few officials are schooled in the processes of 
conducting the business of governments. This is an ideal situation 
for Communist infiltration and disrupting methods as well as for overt 
offensive operations. 

Without United States assistance in the past, these countries 
would be Communist today. Without continued assistance they will 
be lost to the free world. In repayment for our assistance these 
countries have the potential, and it appears they would be willing 
under proper circumstances, to make an important contribution of 
their own to the defense against any further encroachment by the 
Communists. Southeast Asia with its millions of people and its 
natural resources including tin, rubber, oil, and many hundreds of 
thousands of tons of excess rice is of tremendous, even vital, import- 
ance to the free world and therefore to the United States. 

Defense planning under the various bilateral and multilateral 
treaties is progressing in the western Pacific. United States intentions 
to assist in the defense of the Philippines and Taiwan are clearly 
announced in our bilateral treaties with those countries. The United 
States is also participating in the Southeast Asia Collective Defense 
Treaty Organization (SEATO), one of whose objectives is maintaining 
the security of southeast Asia. In addition, the United States is a 
signatory, with Australia and New Zealand, to the ANZUS Treaty. 
As commander in chief, Pacific Command, I am actively engaged in 
this treaty planning as both United States military representative 
for the ANZUS Treaty and as United States military adviser for 
SEATO. 

To plan and implement United States mutual defense assistance 
programs in the Pacific Command I have under my military command 
military assistance advisory groups, in Taiwan, Vietnam, Thailand, 
Cambodia, and the Philippines. I am charged by the Department of 
Defense with the responsibility for coordinating, under the direction 
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of that Department, the military aid requirements as recommended 
by the advisory groups. I must ensure that these recommended 
requirements are consistent with strategic plans and other plans and 
programs of the United States. I should like to emphasize that in 
these countries of limited means and capabilities, United States 
military aid is designed to develop military forces tailored to operate 
effectively and economically in rugged terrain such as is found through- 
out the area. I constantly review the organization of military forces 
in these countries and the types of equipment and training assistance 
we plan for them to ensure development of the maximum military 
capability possible within the limits of their ability and the reasonable 
limits of United States aid. 

Mutual defense assistance programs for Taiwan provide for equip- 
ping and training Free China’s forces on Taiwan, Penghu (the Pesca- 
dores) and the Nationalist-held offshore islands. I consider that the 
strong determination of the Nationalists, and speedily applied United 
States assistance, are responsible for slowing down Communist aggres- 
sion in this sensitive area. When the Nationalists were forced to 
evacuate the Tachen Islands in early 1955, Communist aggressive 
intentions were plainly evident. However, since that incident, United 
States assistance has permitted the Nationalists to increase signifi- 
cantly their defense capability. Extensive defenses have been estab- 
lished on the offshore island complexes of Matsu and Kinmen as an 
essential part of the overall defense of Taiwan and Penghu, and the 
Nationalists’ air defense and logistic support systems have been 
steadily improved. Asa result any attempted Communist invasion of 
Taiwan and the offshore islands would require a military operation of 
major proportions. This is a most important accomplishment of the 
MDA program. 

In Vietnam, United States policy, and particularly United States 
military assistance in the Pacific Command, is perhaps enjoying its 
greatest success at the present time. It remains for continued United 
States efforts to assist President Diem in further development of his 
armed forces with adequate logistic support and increased command 
ability to complete a project which only a year ago was given little 
chance of success in the face of overwhelming economic, political and 
military odds. 

By reason of our aid in Vietnam, Diem has made remarkable 
progress, under United States advice and material assistance, Diem 
is building a significant military capability which is largely responsi- 
ble for what political stability now exists in Vietnam and for the recent 
successes against the last of the major organized sect forces. Future 
United States assistance is necessary to strengthen further Diem’s 
government and to increase the capability of his armed forces to 
participate in collective defense. 

It is important, also, to point out that we are continuing operations 
in Vietnam to recover large quantities of excess United States 
equipment left in Indochina after the cessation of hostilities in 1954. 

In Thailand, United States mutual defense assistance programs 
have resulted in the steady improvement in the effectiveness of the 
armed forces of that country. The Thailand Government is coopera- 
tive and is appreciative of United States assistance. Food is plentiful 
and there is at least the basis for some economic stability. Mutual- 
assistance programs in Thailand are designed to assist in mutual 
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efforts to develop effective combat units with sufficient logistic support 
to insure internal security and to provide limited defense against 
external attack. 

In the Philippines the threat to internal security formerly repre- 
sented by the dissident Huks has been brought under control as a 
result of antidissident operations under the able leadership of President 
Magsaysay. United States mutual defense assistance programs are 
assisting President Magsaysay in the development of a tactically 
organized Philippine army, a small coastal navy, and a small air force. 
Philippine military leaders are participating in collective defense 
planning and have developed an excellent appreciation of Southeast 
Asia security requirements. By continued mutual United States- 
Philippine efforts both Philippine military effectiveness and collective 
defense planning will steadily improve. 

Cambodia has been most successful in establishing and maintaining 
her internal security and in equipping and training her small army. 
Our 1-year-old military assistance program in Cambodia is designed 
to provide the necessary equipment for her armed forces. Much 
remains to be done in advanced training and in developing logistic 
support for these forces which will require continued United States 
assistance. 

Laos, like Vietnam, is on the “front line’ facing deployed Com- 
munist forces. Laos needs assistance in order to improve the effective- 
ness of its small forces which at present are guarding the extensive 
Laotian borders and continuing operations against the Communist- 
backed Pathet Lao in the northern provinces. 

From the foregoing summary briefly depicting the military situation 
in these sovereign anti-Communist nations, I may have left you with 
the impression that our mutual defense assistance programs are 
piecemeal and lack integration. I wish to emphasize that such is not 
the case. Most of these military forces receiving United States 
assistance are still in the formative stage and cannot be considered as 
ready today for extensive combat. Although capable of fighting 
tomorrow, they must reorganize in some instances, receive additional 
equipment and train in the more advanced methods of modern 
combat. United States assistance is tailored in every instance to 
meet the specific needs of each country and each program must be 
analyzed separately in that light. However, at the same time, each 
program follows a pattern that will insure maximum standardization 
and integration into the collective defense pattern for the area. 

In summary, vou will note throughout this discussion of the security 
of the Western Pacific and of the United States military assistance 
vital to that security, I have emphasized one conviction: without 
United States aid, Taiwan and Southeast Asian countries receiving 
such aid could not hope to continue as sovereign nations alined with 
the free world. Communist military forces and less obvious but cer- 
tainly effective covert forces stand ready to move in and fill any 
vacuum created behind the present defense line. 

The free world can stand no further losses in Asia without jeopard- 
izing its position in the Western Pacific and specifically Southeast 
Asia. To date, United States assistance has helped our Asian allies 
to stem the tide of communism. Future United States mutual security 
programs must insure continuance of this help and encouragement to 
these hard-pressed nations. The program you are now considering 
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contains that minimum help by which these sovereign free countries 
can develop that additional national strength and stability so vital 
to the collective defense of this part of the world. 

Although this troubled area is considerably removed geographically 
from continental United States, I am sure, without further explana- 
tion on my part, the members of this committee are aware of the 
direct relationship between collective defense in the Western Pacific 
and the defense of the United States itself. 


PAY AND ALLOWANCES OF CHINESE ARMY PERSONNEL 


Mr. Passman. What is the pay of the officers in the Chinese Army 
per month in American money? 


Admiral Srump. The average officer gets $2.38 a day, including all — 


allowances. 

Mr. Passman. What would be the salary of a major general in the 
Chinese Army? 

Admiral Srump. In pay and allowances per month, in terms of 
United States currency, a general of the army gets $17.40 a month 
in cash. The equivalent rank in the navy gets only $10 and in the 
air force, $16.61. 

Mr. Passman. You gave us the monthly salary of the officer 
personnel. Will you tell us how much cash a private gets per month? 

Admiral Stump. In free China, or Taiwan, the conscript gets 97 
cents per month and the private gets $1.16 per month. The allow- 
ances are way above the pay, of course, or they could not live. 

The enlisted man in Taiwan gets $1.74 per day total, which includes 
everything he gets, part of which is in rice that he can give his family. 
That includes all allowances. 

Mr. Passman. Then their salaries are different from ours. We 
think in terms of so much cash and the Chinese soldier gets his bunk 
and chow. 

Admiral Stump. He gets very little cash. Most of what he gets is 
in so many pounds of rice a day, which he can sell or give his family. 

Mr. PassMan. You said $1.74. Is that American dollars? 

Admiral Stump. Converted to American dollars. 

Mr. Passman. That is the total—medical, food, and cash supplies? 

Admiral Stump. That is everything. 

Mr. PassmMan. The allowance is rice and something to live on? 

Admiral Stump. That is right. Rates of monthly pay and allow- 
ances in the Chinese Nationalist Army are as follows, expressed in 
United States dollars: Only the amount list as pay is received in cash. 


Monthly Monthly 
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TROOPS ON TAIWAN 


Mr. Lannam Admiral, you told us the number of troops on Tai- 
wan. How well trained and equipped are they? 

Admiral Stump. Well, sir, they are not well equipped by our stand- 
ards but we do not want them equipped like ours. They are equipped 
for light action, and fairly well equipped. ‘Their training is good and 
it is improving. 

Mr. Lanuam. Is their morale good? 

Admiral Stump. I think their morale is very good, sir. The morale 
of the people in free China, of course, as we would expect, has depre- 
ciated somewhat as they are a longer time from their homeland and 
as they get word of the treatment of their relatives on the mainland. 
They are looking forward to the time they can return. 

Mr. Lanuam. That is on the part of the old people? 

Admiral Stump. The people who have lived on the mainland, as all 
of them have, because they just left the mainland in 1949. 


USE OF ECONOMIC AID FUNDS 


Mr. Lanuam. How is our economic aid used in these countries? 

Admiral Stump. I would rather that be answered by one of Mr. 
Hollister’s people. I know only in general how it it is used. 

Mt. Lannam. What I am trying to get at is how much of that gets 
in the hands of these grafters? 

Admiral Stump. I do not think any of it does, sir. That is almost a 
utopian idea, I suppose, because some of it gets there in this country, 
but there is close supervision of the contracts, and our economic-aid 
people supervise the kind of work so that they know the output. I 
do not say a contractor does not get a pretty good profit, but I do 
not know. 

Mr. Lanuam. They do that in this country. 

Admiral Stump. I have known cases where a contractor has gone 
broke on a job. 

Mr. Lanuam. Do the armed services make large purchases other 
than for food? 

Admiral Stump. Yes. They have to have petroleum products; 
rubber products, tires, and things of that kind; lumber, and so forth, 
for construction; cloth for the uniforms, and so forth. 

Mr. Lanuam. Do those materials have to come through those 
officials who are also in business? 

Admiral. Stump. No, sir. 

Mr. Lanuam. Thank you, sir. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Admiral Stump. I think Chiang Kai-shek is honest. I do not mind 
that going in the record. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Wiae.eswortu. Admiral, the great emphasis of the entire 
request which this committee has under consideration at this time 
is in the part of the world which you have been talking about. You 
have a tremendous responsibility in this area and a tremendous grasp 
of the situation there. No one could visit your headquarters, as | 
did last December, without being convinced in both respects. 





92 


You have made a very helpful and a very strong statement off 
the record to this committee. I think it is far more helpful and far 
stronger than the unclassified statement which has been prepared for 
inclusion in the record. Off the record. 

(Discussion off the record.) 

Mr. Wice.teswortu. I do not want to press for any information 
which in your judgment should not be made public, but I do waat to 
urge that in revising your remarks you give the House, through this 
committee, the maximum information that you can and your overall 
estimates of the situation, because I think the Congress and the 
people are entitled to your knowledge and your views insofar as they 
are not classified in character. 

Admiral Srump. I think, sir, I understand what you are talking 
about, and, if I may, when the committee adjourns I will get busy 
and see if I can add to that unclassified statement without violating 
security. 

Mr. WiccLeswortu. I would think, as an alternative suggestion, 
that you might consider using the statement you have given the 
committee off the record, cutting out anything that you believe 
ought to be cut out. 

Admiral Stump. That is what we did, but I will look at it and see 
if we left too much out. 


NEED FOR MUTUAL SECURITY PROGRAM 


Mr. WiaaLteswortH. You have given us a picture of what we are 
confronted by, both from the military standpoint and from the stand- 
point of the cold-war tactics which the Communists are using today. 

You have also given us a picture of the friends that we have at 
present and the progress which you feel has been made in the direction 
of freedom in various countries, important from the standpoint of the 
free world. 

I gather from what you have said that this military assistance 
program, in proper dimensions, is in your opinion, absolutely vital if 
we are going to keep our friends in this part of the world on their feet? 

Admiral Stump. Yes, sir; that is correct. 

Mr. WiacieswortnH. And I also gather that you feel that the loss 
of any further substantial area in this part of the world could have 
disastrous consequences for this country and for the entire free world? 

Admiral Stump. Yes, sir; that is correct. 

Mr. Wiacieswortu. I regret exceedingly the limitation of time, 
Mr. Chairman. I regret that the Congress and the country cannot 
have full information from Admiral Stump. In view of the limitations 
I shall ask no further questions. 

Mr. Fenton. Admiral, I regret I was unable to be here when you 
made your statement, due to other business affecting my own district. 
We had a pretty severe fire and are trying to accommodate the people 
who were burned out. 

I read your prepared statement, however, and Mr. Wigglesworth 
has just asked you the question I was about to ask. In your opinion 
it is vitally important that we continue this aid in order that commu- 
nism will not take over that part of the world and in order to keep 
our own United States free? 

Admiral Stump. That is correct. 

Mr. Fenton. Thank you very much. 
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PER CAPITA COST OF MAINTAINING ARMED FORCES 


Mr. Forp. Admiral, according to my arithmetic, it seems to me in 
this program in your area of the world we are going to spend, if this 
program is approved, slightly under $400 million m the next fiscal year, 
for which we will be able to help in the training and equipping of 
almost a million free forces in that area of the world? 

Admiral Stump. Yes, sir, that is essentially correct. - 

Mr. Forp. The annual per capita cost to the United States for the 
additional forces for the defense of the free world is somewhere 
around $400. Now, going country by country, as | look at the figures, 
in the case of Vietnam the free world will have X number of forces 
at a cost to us of around $400 per capita. In the case of Taiwan the 
free world will have X number of forces at a cost to us of around $340 
per capita. In the case of the Philippines, the free world will have 
X number of forces at a cost to us of around $590 per capita. 

As a member of the Army panel on appropriations, we have had 
brought to our attention repeatedly over the last 4 years that the 
average per capita cost of the United States Army is around $6,000 a 
year. This is substantially more than the cost of helping the afore- 
mentioned free nations. 

It would seem to me from our own financial point of view this 
program is economically beneficial to the United States. Would that 
be your observation? 

Admiral Stump. Yes, sir, I think by the expenditure of the money 
we are spending for this purpose we are getting more than it would 
cost us to increase our Armed Forces to the extent it would be neces- 
sary in order to take the place of this support. But that would not 
be the whole story, because I think if we cut out that support we would 
lose these areas to communism. That would cut out the possibility 
of Japan, for instance, getting markets for its cheap manufactured 
products which it needs to pay for the raw materials available from 
this area, and the implications in the future would be much more 
serious for all of Asia. 

Mr. Forp. The economic aspects would be very serious? 

Admiral Stump. Yes, and | think the morale aspects in those 
countries, that are so easily discouraged, in our being defeated—and 
it would be a defeat by communism winning—would be so serious it 
would be just another step to the inevitable end that the rest of the 
world would become Communist controlled and leave us isolated. 








VALUE OF PROGRAM TO UNITED STATES DEFENSE EFFORT 


Mr. Forp. I take it from what you have said that your defense 
plans for the United States in that part of the world are predicated on 
the success of this program? 

Admiral Stump. Yes, sir, it is definitely a program for the defense 
of the United States. 

Mr. Forp. Can you tell us generally what you would have to do, 
as the United States commander in that area, to revise your United 
States defense plan if this program is not enacted into law and prop- 
erly funded? 

Admiral Stump. I feel sure that within a very short time I would 
oa to ask for a considerable increase of American forces in the 

acific. 
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Mr. Forp. Army, Navy, and Air Forces? 

Admiral Stump. Army, Navy, and Air Forces; yes, sir. 

Mr. Forp. Would you be able to do your job in defending the 
United States as well without this kind of a program? 

Admiral Stump. Well, sir, I think the time has passed when it will 
be possible for the United States to survive with all the rest of the world 
against us. I think the progressive advance of communism into the 
rest of the world would be just steps toward a condition where we 
could not resist. We would get to a point where we would not have 
the power to resist. I think now we are stronger than the Com- 
munists, but every time they acquire more territory and more people 
and more resources they can develop and convert to military effort, it 
just means that much more we will have against us, and we might 
approach the time when communism would be stronger than the 
United States. 

Mr. Forp. And it puts a greater burden on the manpower and 
material assets of the United States? 

Admiral Stump. Yes. We would be selling our children for our 
own short-time benefits. 

Mr. Forp. Are all the MAAG’s in that part of the world under 
your command? 

Admiral Stump. Yes, sir. 

Mr. Forp. Off the record. 

(Discussion off the record.) 


UNITED STATES EQUIPMENT AND INSTALLATIONS IN VIETNAM 


Mr. Foro. I regret we do not have more time. What has happened 
to the equipment which we made available, and what has happened 
to the military installations which were owned and operated by the 
French in Vietnam prior to the Geneva agreement? 

Admiral Srume. Most of them have been turned over to the 
Vietnamese with the exception of Cap St. Jacque’ and Saigon. We 
have recovered approximately $100 million of material we took out 
of Vietnam that was in excess. There is much more there, but how 
much we do not yet know. However, a lot of it has not been properly 
taken care of, ammunition has not been properly stored, and there 
have been many losses. 


SUFFICIENCY OF FUNDS FOR MUTUAL SECURITY PROGRAM IN 1956 


Mr. PassmMan. In the mutual security program, that part under 
your command, did you have sufficient funds to maintain your pro- 
gram last year? 

Admiral Stump. Yes, sir, we did. 

Mr. PassMANn. You were not seriously handicapped by any adjust- 
ments made by the Congress? 

Admiral Stump. No, sir. I think last year it was satisfactory. 
The Pacific Command and the Far East countries were assigned a 
high priority for aid. Therefore, although funds were adequate in 
my area I do not know what releases of funds were required from other 
areas to make funds available in mine. 

Mr. PassMan. Inasmuch as this appears to be a long-range program 
which you indicated would have to be continued for some time, don’t 
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you believe it should be streamlined and any possible reductions made 
so that our own national economy can stand this drain for many years? 
Admiral Stump. Yes, sir. 


THREAT OF COMMUNISM 


Mr. Hanp. Admiral, when you referred to the threat of these 
countries succumbing to communism, you were not, | take it, referring 
to their succumbing to it as an ideology but falling in the orbit of our 
potential enemies who are Communists? 

Admiral Stump. I was referring to our ability to resist infiltration 
and aggression. 

Mr. Hanp. Has it occurred to you that the mere acquisition of 
additional millions of acres or additional millions of Asiatics may not 
be entirely an advantage to our potential enemy? 

Admiral Srump. I think it would be a great advantage. 

Mr. Hanp. You to not conceive that such acquisition could give 
them a lot of headaches, in terms of a lot more support they will have 
to give them and a lot more people they will require to watch and 
guard almost perpetually? 

Admiral Srump. No. I think they have an organization they can 
throw into a place that can be absolutely ruthless. They do not care 
how many people they kill or starve or enslave. If we went in there 
it would cost us money because we would care something about the 
value of human life, which they do not care one snap about. Also, 
unlike Communist methods of influencing by domination, the United 
States method does not entail “taking over’ foreign governments. 
We assist our friends, through aid programs, to make it possible for 
them to govern themselves as sovereign free nations without coercion 
from us or imposition of United States governing methods. 

Mr. Hann. We could not possibly control this hunk of world we 
are talking about? 

Admiral Srump. No, sir. 

Mr. Hann. At least not without a terrific strain? 

Admiral Stump. Not without a terrific strain because we have the 
milk of human kindness in our Nation and the Communists do not. 
They will let 20 million people starve and think nothing about it. 
1 am using that figure to make my point. 

Mr. Hanp. You believe that by reason of their ruthless conduct 
they could do the job whereas we could not? 

Admiral Stump. We have some regard for the rights of the indi- 
vidual, and they do not. If we did not care how many people we 
killed or enslaved we could do it, but it would be so much against our 
nature to have that much disregard for the individual that it would 
be impossible for us to do it the way the Communists do. 

Mr. Gary. Admiral, as commander in chief of the Pacific Com- 
mand, do you consider it vital to the defense of the United States of 
America that we hold that periphery of islands in the Pacific consisting 
of Okinawa, Korea, and the Philippines, keeping them away from 
communism? 

Admiral Stump. I can answer on the record that I think it is es- 
sential for us, for the defense of the United States and the free world, 


78669—56——7 





96 





to prevent any further Communist aggression or acquisition of non- 
Communist territory in the future. 
Mr. Gary. Thank you. 


NATURE OF RUSSIAN ECONOMIC AID 


Mr. PassmMan. You know something about the philosophy of com- 
munism, both in Russia and Red China. Do you think Russia is 
really going to give any outright grants or gifts to those people with- 
— having something coming back their way, speaking of economic 
aid? 

Admiral Stump. I think Russia is controlled by a government that 
is dedicated to the same principles of communism that Lenin had 
when he started in 1903 with a handful of adherents in Moscow, and 
that is to eventually conquer the world and put it all under a Com- 
munist regime controlled from Moscow. 

Mr. PassMANn. We have read many stories in the press about Russia 
making grants and gifts to these nations. Do you have any knowl- 
edge = outright gifts or grants made by Russia in that part of the 
world? 

Admiral Srump. Yes, sir. With a lot of advertising they built 
streets in Kabul, and they built a bakery there. They have on the 
bakery a great big sign “Gift of the Russian people to the people of 
Afghanistan.” 

In other words, their economic help has been ostentatious and 
directly appealing to the people, whereas a great deal of our help 
has been not so ostentatious but of greater benefit to the people. 
The Russians do it for propaganda and for their own interests to 
spread communism. 

Mr. Passman. Thank you very much, Admiral. 


Fripay, May 25, 1956. 


STATEMENT OF ASSISTANT SECRETARY OF DEFENSE FOR INTER- 
NATIONAL SECURITY AFFAIRS 


WITNESSES 


HON. GORDON GRAY, ASSISTANT SECRETARY OF DEFENSE, INTER- 
NATIONAL SECURITY AFFAIRS 

E. PERKINS MCGUIRE, DEPUTY ASSISTANT SECRETARY OF 
DEFENSE (ISA) FOR MUTUAL DEFENSE ASSISTANCE PROGRAMS 

MARKLEY SHAW, COMPTROLLER, ISA 

MONROE LEIGH, ASSISTANT GENERAL COUNSEL, OSD, FOR IN- 
TERNATIONAL AFFAIRS 

H. H. CRITZ, COLONEL, UNITED STATES ARMY, DEPUTY DIRECTOR, 
OFFICE OF PROGRAMING AND CONTROL (OASD/ISA) 

ARTHUR COMER, CHIEF, BUDGET DIVISION, OFFICE OF ISA COMP- 
TROLLER 


Mr. Passman. The committee will come to order. 

We are pleased to have with us this afternoon Hon. Gordon Gray, 
Assistant Secretary of Defense for International Security Affairs; 
accompanied by Mr. E. Perkins McGuire, Deputy Assistant Secretary 
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of Defense for Mutual Defense Assistance Programs; Mr. Markley 
Shaw, ISA Comptroller; Mr. Monroe Leigh, Assistant General 
Counsel; Col. H. H. Critz, Deputy Director, Office of Programing 
and Control, and Mr. W. Arthur Comer, Chief, Budget Division, 
Office of ISA Comptroller. 

Mr. Secretary, do you care to make a statement to the committee 
at this time? 

Mr. Gray. Thank you, Mr. Chairman. J should like to say to you 
and the members of the committee that I am glad to have this oppor- 
tunity to appear in support of the fiscal year 1957 mutual security 
program. 

he Department of Defense supports the mutual security program 
in its entirety and specifically endorses the defense support program 
for which the International Cooperation Administration has respon- 
sibility. However, I shall today address myself chiefly to the military 
assistance program which is the responsibility of the Secretary 
of Defense. 

The President has requested the appropriation of $3 billion for 
fiscal year 1957 to carry out the military assistance features of the 
mutual security program. We believe that the magnitude of this 
sum is absolutely necessary. I shall speak to the program requested 
by the President. 

The recent changes in Communist tactics and the current Soviet 
emphasis on economic infiltration provide no basis for relaxing 
collective security efforts. It is not safe to assume that there has 
been any abandonment of the Soviet long-range objectives for world 
domination or short-range efforts for progress toward this goal. 


We must keep up free world defenses and continue to protect our 
own security as a matter of first vrat & It is not enough to rely on 
d 


our own strength alone; we must build and preserve the collective 
military strength of our allies of the free world. 

Our partners of the free world form an essential, integral part of 
the security plan of the United States. The strategic and budget 
plans of our own Army, Navy, Air Force, and Marine Corps take 
account of the military capabilities of these allies. Without their 
strength, much of which has been developed through United States 
military assistance, we would have been obliged to plan appreciably 
higher service budgets and force levels. Indeed, it is doubtful that 
the United States by itself would have had the manpower or economic 
resources to achieve and maintain the level of military security which 
collective efforts have secured for the free world as a whole. 

Many of our allies do not have economic resources which permit 
them to maintain an adequate defense level without some assistance 
from us. Our defense support makes possible the important mili- 
tary effort of these allies (principally in the Middle East and Asia) 
and also helps them in meeting pressing economic problems essentia! 
to their freedom. This type of aid supplements their own expendi- 
tures and enables those countries to keep in existence military strength 
vital to the defense of the free world and to our own defense. This 
additional military strength would not otherwise be available. I 
believe that the expenditures for military assistance and defense 
support are important to the defense of the United States itself. 
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We have already provided for our allies large quantities of the best 
equipment and materiel currently available to our own United States 
forces. We have been furnishing such modern items as advanced 
fire-control radar for antiaircraft weapons and ships, self-propelled, 
highly maneuverable 155-millimeter howitzers, up-to-date systems of 
interconnecting telecommunications and modern tactical aircraft. 
This equipment would be essential to our own forces or those of our 
allies in any combat situation which might arise today or in the 
foreseeable future. 

Concurrently, however, the United States has developed and is 
procuring for its own forces a whole range of advanced weapons, 
typified by guided missiles and much improved early warning and 
communications equipment. This equipment makes possible greatly 
advanced concepts and methods of defense against aggression. 

In December of last year at the NATO Council of Ministers the 
Secretary of State and the Secretary of Defense had important dis- 
cussions with our allies about the employment of those advanced 
weapons in the defense of Free Europe and in our own defense. These 
conversations were pursued in more detail at a followup meeting of the 
North Atlantic Treaty Organization in Paris in February which I 
attended. In consequence, President Eisenhower included in the 
military assistance program for fiscal year 1957 about $530 million 
to make a start on helping our allies to become equipped with advanced 
weapons and equipment. In our judgment, this advanced weapons 
program is so important that we have recently deferred funding until 
fiscal year 1957 certain requirements of the 1956 program, and applied 
about $104 million of fiscal year 1956 funds to order from the services 
initial increments of certain advanced weapons originally included in 
the President’s fiscal year 1957 program. 

Production of weapons of this type is a lengthy process. It is essen- 
tial that funds be available now in order that production may go 
forward while detailed plans for the allocation and strategic use of 
these weapons are being developed. 

Taking into account the growing military potential of the Soviet 
bloc and their rapid scientific development in the field of weapons, it is 
plain that we and our allies must keep our defenses adequate to 
meet new weapons and new methods of aggression. Our programs 
will be kept under constant review in an effort to take full advantage 
of every possible opportunity for improvement of our defense methods 
for we must be prepared to fight any aggression of tomorrow with the 
weapons of tomorrow and not with those of yesterday. The advanced 
weapons program now proposed is our most recent effort to achieve 
this result. 

I think it important to point out that development of advanced 
weapon defenses and early warning systems in Europe and elsewhere 
very directly improve our own defensive position and is an extension 
of our defenses. This program is closely related to our own national 
security. 

It is particularly appropriate to mention the mutual weapons 
development program for which we are requesting $58 million. It is 
hoped that through this program our European allies may increase 
their own capabilities to develop and einai advanced weapons for 


the common defense. Through this program too, we obtain the bene- 
fits of foreign inventive capacity which without the program, might 
not be adequately supported or available to us. 
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A brief outline of this proposed military assistance program by 
area is desirable at this point. 

(1) For Europe we ask approximately $760 million to maintain the 
present level of forces and equipment which have been achieved 
through our past military assistance programs. With the exception 
of $195 million for advanced weapons, these programs will assist 
countries of this area by providing principally training, maintenance, 
and spare parts, and by replacing normal losses. Even with the 
advanced weapons concept, existing programs must be in large part 
completed to insure defensive strength during the period before the 
advanced weapons become widely available. Every advantage will 
be taken, however, of opportunities to improve the program for fiscal 
year 1957 and prior years and to adapt it to the new methods and 
new concepts which can be employed when the advanced weapons 
are delivered. 

There is no provision for building up or equipping additional Euro- 
pean forces beyond those previously planned. Our program is es- 
sentially to maintain the quality of the defensive structure in Europe 
which we have worked so hard to achieve during the past 7 or 8 years. 

We are requesting an appropriation (under the existing authoriza- 
tion for this purpose) of $75 million as the United States contribution 
toward completing infrastructure projects already agreed to in the 
NATO Council. This amount, plus the unexpended balance of fiscal 
year 1956 money, will cover the United States share of the fiscal year 
1957 program. We do not this year ask for any new authorization 
for this program although new infrastructure projects will be needed 
in the future if facilities are to be kept abreast of changing defense 
needs and concepts. Negotiations on the first portions of a new 
infrastructure program will be undertaken within NATO later this 
year. 

(2) For the Near East and Africa, we ask approximately $472 
million. Our past programs have already provided some basic equip- 
ment for improving the defense capabilities of the individual countries. 
Since the presentation of our fiscal year 1956 program, however, the 
mutual defense assistance program countries of this area have formed 
a mutual defense alliance—the Baghdad Pact. Although we are 
not members of the pact, we have been supporting it and supplying 
its members with equipment. The fiscal year 1957 program proposes 
continued progress toward the planned equipment levels for those 
countries. 

(3) For Asia and the Pacific, we plan a program of approximately 
$1.2 billion. This includes the equipment and supplies necessary 
to maintain the effectiveness of the forces in Korea, Japan, Thailand, 
the Philippines, Taiwan, and Pakistan. The military requirements 
created by the still unsettled situation in Indochina are also reflected. 
Here we are dealing with situations where war has been threatened 
or has been actually in progress within the past few years. Korea, 
Taiwan, and Vietam are examples of free nations who still face 
hostile forces in the field and need our continued help to preserve 
their freedom. Free world defenses obviously cannot be lowered 
in those regions. Adequate military assistance and defense support 
must be supplied. Over half of our program (apart from the ad- 
vanced weapons program) is in this critical area. 

(4) For Latin America we plan a program of approximately $36 


“million. Although our military assistance programs in Latin America 
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are relatively small, we should continue to provide these items’ to 
sister republics to the south in the interest of our hemispheric defense. 

We estimate that on June 30 of this year (the end of fiscal year 1956), 
there will remain nearly $5 billion of funds from the appropriations of 
other years which will not have been expended. Of this, approximately 
96 percent will have been obligated or reserved for our military 
assistance program. The most recent estimate of the Department of 
Defense indicates that approximately $200 million of fiscal year 
1950-56 appropriations for military assistance will not have been 
obligated or reserved. I should emphasize that this is an estimated 
figure based on the best information now available. 

The Department of Defense has analyzed the purposes for which 
these funds are programed, and now finds that reappropriation of 
about $28.9 million for requirements of a noncumulative nature is not 
likely to be required. We shall try to give you an estimate of any 
possible further savings before the end of these hearings. 

Most of the equipment which is undelivered is now being produced 
or is in the hands of the United States Military Establishment. If 
the equipment is held by the United States armed services, either in 
use or in the mobilization reserve, it cannot be released for delivery 
to our allies until new equipment has been produced and delivered to 
replace it. The remaining portion is undelivered as a result of 
unanticipated delays in the capacity of allies to receive and use it. 
The slowness with which the German rearmament effort has proceeded 
is a good example of this type of delay. 

The existence of these undelivered items does not diminish the 
urgent requirements of our military partners represented by our new 
request for $3 billion. This additional equipment is needed and 
funds to obtain it should be made available now. 

The estimated unexpended balance of $5 billion represents a decline 
of at least 2% to 3 billion dollars in the 2-year period ending on June 30, 
1956. Now, however, as a result of the decline in those balances we 
have reached a point where we are compelled to request new appropria- 
tions about equal to the total of the anticipated expenditures for 
fiscal year 1957 and the approximately half billion dollars of advanced 
weapons and equipment. Most of these advanced weapons will not 
be delivered until fiscal year 1959 or later, although orders must be 
placed for these items now if we are to obtain timely delivery then. 

When the fiscal year 1957 congressional presentation books were 
originally prepared, the best estimate of fiscal year 1956 expenditures 
for the military assistance program was $2.46 billion. A very recent 
estimate is that expenditures during this fiscal year will be around 
$2.2 billion, or about $250 million less than the original estimate. 

While this will increase the estimated unexpended balances to be 
carried over into fiscal year 1957 by the same $250 million, i. e., from 
$4.7 billion to around $5 billion, it is believed that our earlier estimates 
of expenditures for fiscal year 1957 should be increased by at least this 
amount of $250 million. This will not increase external expenditures 
of the Treasury in fiscal year 1957 because the additional expenditures 
will be largely reimbursement of the service departments for expendi- 
tures already made by them. 

Some months ago, it became apparent that deliveries of equipment 
to our allies were falling behind estimates. This is a serious matter 
because delivery requirements are predicated upon existing deficien- 
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cies in the field, and our security is impaired to the degree that 
deficiencies exist. This deficiency in deliveries has resulted in a corre- 
sponding decline in expenditures. Intensive efforts are being made to 
correct this delivery situation. 

I have attempted to touch upon the important aspects of the 
military assistance program. As I stated in the beginning, although 
my appearance here is principally to discuss that portion of the 
mutual-security program (that is the military assistance program), 
the Department of Dulenss supports the entire program. 

From the military standpoint, in many areas of the world our 
security objective is largely served if we help free peoples to maintain 
their freedom and independence. The freedom of these peoples is 
important to us as a nation, even if they do not directly furnish 
military support to free world forces. Many governments of recently 
created states, some of which are uncommitted in the cold war, are 
now barely established within their own borders. It is of major 
importance that we help them to remain wholly independent states in 
a free world. 

I do not doubt that, if we in the United States proceed, with 
imagination and vigor and in a cooperative spirit, to advance our 
own security through collective measures, the nations outside the 
Iron Curtain will contribute, each in its own way, its fair measure 
of support in achieving the common goal of world peace and security. 

Mr. Passman. Thank you, Mr. Secretary, for your statement. 


EFFECT OF CONGRESSIONAL REDUCTION IN FISCAL YEAR 1956 
APPROPRIATION REQUEST 


Under the mutual security appropriation for fiscal 1956, were you 
able to allocate available funds to the many different programs and 
able to operate without any particular handicap? 

Mr. Gray. The funds appropriated in fiscal 1956 were allocated to 
the various country programs on the best judgment that we could 
apply, considering the magnitude of the final appropriation. 

This brings to my mind the question, if I may advert to it, that you 
asked Admiral Stump this morning, which related to the impact of 
the 1956 program upon the countries in his area of cognizance. I 
think it is fair to point out that the impact of the appropriations made 
for fiscal year 1956 are not felt in fiscal year 1956, largely because 
most of the equipment which is made available to our allies under this 
program is of fairly long lead time: An appropriation today is trans- 
lated into hardware at a considerably later date: 

Mr. PassMAn. But so far you have not been able to detect where 
there will be any detrimental effect on account of the Congressional 
reduction in the fiscal year 1956 appropriation estimate, have you, 
Mr. Secretary? 

Mr. Gray. I think if the Congress adopts the President’s program 
us proposed this year, we can proceed with the planned military 
assistance activities. And one reason, of course, that this appropria- 
tion request is larger this year than that granted last year is the fact 
that for the last couple of years deliveries, or expenditures, have been 
running at a rate very considerably in excess of appropriations. But 
we have reached the point now where an appropriation which would 
be in the order of magnitude of those for the last couple of years 
would have us in most serious difficulty. 
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UNEXPENDED BALANCES 


Mr. Passman. Are you familiar with the fact that large unexpended 
balances were built up over a period of years? 

Mr. Gray. I am generally familiar with that; yes, sir. 

Mr. PassMan. I think we did have testimony on that point yester- 
day indicating that in the past we had appropriated too much money 
and that the requests for funds had been in excess of the requirements. 
Are you familiar with that testimony of yesterday? 

Mr. Gray. No, sir; I am afraid I have not read the testimony of 
yesterday. 

Mr. PassmMan. Do you concur in the statement that in the past we 
have permitted unexpended balances to reach too large a sum? 

Mr. Gray. It is true that in the earlier years of this program there 
were made very large appropriations which understandably could not 
have been effected in immediate deliveries, and there have been years 
in which appropriations have exceeded deliveries. The appropriations 
have gone downward in recent years until, as I indicated a few mo- 
ments ago, they have been considerably less than deliveries. And to 
the extent we were not able to spend in any one year funds appropri- 
ated in the immediately preceding year, more money was appropri- 
ated than was actually spent. 

My own guess would be that in the days when this program was 
getting started, when the military posture of the free world dictated 
that we get into the hands of our allies large amounts of equipment 
very quickly against what was thought to be a coming year of danger, 
I would not say that the Congress made mistakes in appropriations. 

Mr. PassmMan. Notwithstanding the fact the unexpended balance 
may have gone as high as $9 or $10 billion at the end of a fiscal year? 

Mr. Gray. That is a very large unexpended balance. I do not 
believe the size of the unexpended balance at a particular time has 
resulted in any impairment of the program nor improper use of the 
resources made available. 

Mr. PassmMan. It is my understanding that at one time we had 
approximately $9 or $10 billion in unexpended balances which would 
have covered the program for approximately three years without any 
additional appropriation whatsoever. 

Mr. Gray. May I check that figure. 

Mr. PassmMan. Please do so, Mr. Secretary. 

Mr. Suaw. The high point was in fiscal 1953 and the balance was 
$8,460,400,000. 

Mr. PassmMan. That is for military assistance? 

Mr. Suaw. Military assistance only. 

Mr. Passman. I am speaking, of course, of the overall program. 
We refer to it as the mutual security program, because it all comes 
under the same head. 

Mr. Suaw. The total was $10,062,600,000 in 1953. 

Mr. Passman. The unexpended balance at the end of fiseal year 
1953? 

Mr. SHaw. Yes, sir. 

Mr. PassmMan. That is a staggering sum, is it not? 

Mr. Suaw. Yes, sir. But that has been brought down. 
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Mr. Passman. Mr. Secretary, is it your understanding we may 
have to continue this program for many years, so as to achieve our 
objectives at this time? 

Mr. Gray. I would have to point out to you, in answering that, 
that there are certain assumptions that have to be made. 

Mr. PassMan. Certainly. 

Mr. Gray. All of us devoutly wish, hope, and pray for peace and 
security. It is possible world conditions might change so that the 
present military strength might not be required. But I should say 
to you very candidly that in the absence of a demonstrable change in 
the world situation it does seem to me we will have this program with 
us for some years to come. 

Mr. Passman. Do you think it is right and proper for the committee 
to keep it to the lowest possible annual appropriation and at the same 
time maintain our policy? 

Mr. Gray. Meet our security objective. 
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Mr. Passman. I would be perfectly willing to take this question 
off the record if you wish, after I ask it, Mr. Secretary. I was leading 
up to something a while ago and let me bring it out. 

This committee made a reduction, and Congress concurred in our 
recommendation, last year in your request. I do not think it has 
been established yet that any harm to the program has been done 
by that reduction. In your candid opinion, do you think any harm 
was done by the reduction last year? 

Mr. Gray. I would just as soon answer it on the record. 

Mr. PassmMan. Very well. 

Mr. Gray. Actually we must bear in mind two things about the 
presentation to Congress last year. I believe it is true that my able 
predecessor, Mr. Hensel, presented a program not on an illustrative 
program basis last year; so it would be very difficult to try to relate 
any specific cut in the program. It was not so presented as to permit 
such a relationship. 

I am assuming you are asking me whether the money appropriated 
by the Congress has resulted in damage to the program? 

Mr. PassMAn. That is correct, sir. 

Mr. Gray. I think—and I am repeating myself—if we are per- 
mitted and authorized by Congress to proceed with our programs under 
the appropriation which has been requested by the President, I would 
say we can continue. The net result of the action of the Congress 
last year finally did not make available to the military assistance 
program for fiscal 1956 so much less money than was in the Adminis- 
tration’s request to the Congress, because of adjustments that were 
made in conference, and so forth. Our fiscal people can talk to that 
in more detail, if you wish. 

Mr. PassmMan. That is a satisfactory answer. 

Then I do get from your remarks that you do not know of any 
particular harmful effects the reduction had on the overall program. 
There has never been brought to your attention anything that would 
indicate any harm had been done by the adjustment last year? 
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Mr. Gray. Mr. Chairman, the program has continued and I think 
we can continue it. Actually one can conceive a situation, which is 
nearly upon us now, where if we continue to spend at a greater rate 
than is appropriated we would be in serious trouble. 

Mr. Passman. And if we did adjust the program to spend in ac- 
cordance with the amount of money appropriated, the program 
could still go on? 

Mr. Gray. The program to go on as planned now, and generally at 
the level in which we are engaged, in our opinion requires not only the 
kind of annual expenditure we have had for the last few yexrs, but we 
visualize the possibility that in fiscal year 1957 the delivery rate might 
be increased a little bit over that of last year. 

Mr. PassmMan. The fact we could not get delivery of long lead time 
items did not upset the program, did it, in the last 2 years—1954 and 
1955? 

Mr. Gray. I am not sure I understand that question. 

Mr. Passman. Did you not make the statement we had increased 
the amount of expenditures on account of better deliveries and the 
lead time had been shortened? 

Mr. Gray. Yes. 

Mr. Passman. During the period of the Korean war you could not 
get deliveries, but the program went along satisfactorily ; did it not? 

Mr. Gray. As you indicate, due to a number of factors, at one time 
the unexpended balance had built up to a very high point, and de- 
liveries in subsequent years, especially in the last couple of years, 
have of course been out of the unexpended balances because there had 
been this buildup. 

[ have a feeling I am not answering your question. 

Mr. Passman. 1 think you have answered it to my entire satis- 
faction. 

I know that we have spent so much money annually since we have 
had the program in effect; in some vears we spent more than in others. 
I do not think it has been called to the attention of this committee 
that you were in any serious trouble by not being able to make deliver- 
ies in those years where smaller amounts have been spent. I am 
thinking more or less in terms that the expenditure rate is up this 
year over last year, and certainly it is up over the year before. 

Mr. Gray. [donot think itis. In 1956 it will be slightly under the 
expenditures in 1957. 

Mr. Saw. It was $2.3 billion for 1955 and will be $2.2 billion for 
1956. 

Mr. PassMaNn. At the end of fiscal 1955, what was the unexpended 
balance? 

Mr. Suaw. $6.1 billion. 

Mr. PassMan. For the total program? 

Mr. Suaw. Pardon me; $6,334,400,000. 


UNEXPENDED BALANCES IN MILITARY ASSISTANCE PROGRAM 


Mr. Passman. You are limiting this to the military assistance pro- 
gram. What appropriation did you get last year for the military? 

Mr. Suaw. The total appropriation was $1,056,100,000. 

Mr. Passman. Adding that to the carryover, it was what? 
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Mr. SHaw. That included the carryover of $33.9 million, but did 
not inelude the amount of $302 million made available by section 108 
of Public Law 208. 

Mr. Passman. The estimated unexpended balance of $5 billion at 
the end of this fiscal year represents prior appropriation accumula- 
tions; is that correct? 

Mr. Suaw. That is correct. 

Mr. Passman. What have you obligated during this present fiscal 

ear? 
" Mr. Gray. May I point out a distinction between appropriations 
and expenditures? 

Mr. PassMan. Certainly. 

Mr. Gray. You will forgive me, but when we talk about amounts 
appropriated last year we are talking about funds authorized and made 
available by Congress for commitment during that year. 

Mr. Suaw. The obligations in fiscal 1956 are estimated to reach 
$860 million. That is, obligations and reservations. 

Mr. Wieeteswortn. For the full year? 

Mr. Suaw. For the full year; except that does not include the $302 
million which is also being reserved this year. 

Mr. PassMAN. The unexpended balance as of June 30, 1956, this 
fiscal year, is estimated at $5 billion? 

Mr. Saw. Yes, sir. 

Mr. PassmMan. What part of that $5 billion would you say is in 
reservations and what part is in firm obligations? 

Mr. Suaw. $3.4 billion will be in reservations at the end of this year. 

Mr. PassMan. Why do you have such a large amount of reservations 
compared to the amount of the unexpended balance? 

Mr. Suaw. The reason for that is that a large portion of the unex- 
pended balance is to cover requirements for common items, and section 
110 of the fiscal year 1955 appropriation act authorized us to reserve 
funds in anticipation of delivery of common items. 

You will remember that last year we transferred into our reservation 
account unliquidated obligations for common items of $2.1 billion 
and also added in fiscal 1955 and in fiscal year 1956 additional sums 
which bring us to this total. 

Mr. PassMan. In giving us the unexpended balance for last year, 
that is, the amount available for the new fiscal year, did that include 
the $300 million plus that the Air Force owed mutual security— $302 
million that we knew nothing about whatsoever during the hearing, 
but which developed after we concluded the hearing? 

Mr. SHaw. Yes, sir. 

Mr. PassmMan. Have you been able to incorporate that amount into 
the unexpended balance? 

Mr. Suaw. Yes, sir. The $5 billion includes the unexpended 
portion of that $302 million which was put into reservation in this 
fiscal year. 

Mr. PassmMan. Then if we count that, the estimated unexpended 
balance did not include the $302 million. 

Mr. SHaw. The statement made was that $5 billion reflected the 
total funds available. 

Mr. PassMan. That was the statement made in the hearing before 
the committee. 
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Mr. SHaw. Section 108 gave us authority to utilize the $302 million 
in this fiseal year. 

Mr. Passman. I know. 

Mr. Suaw. We have counted it as part of our total availability and 
consequently, except for our unobligated and unreserved balance 
which was stated to be $195.5 million. That money would all be 
applied against the program. 

Mr. Passman. I had this in mind im asking that question. You 
furnished the committee last year with an estimated unexpended 
balance as of June 30, 1955, fiscal year. 

Mr. Suaw. Yes, sir. 

Mr. Passman. At that time I am assuming you had no knowledge 
of the fact the Air Force owed the mutual security program $302 
million, but that was brought to your attention subsequent to the 
hearing. 

wane: Yes, sir; after the hearing, during the conference, but 
just before Congress adjourned. 

Mr. Passman. That is right; but the fact is we had concluded our 
hearing and brought the bill to the floor and after the bill passed then 
it was brought to our attention, I guess as well as yours, that there 
was $302 million owed to this program by the Air Force. 

Mr. Suaw. Yes, sir; a part of a larger sum. 

Mr. PassmMan. Yes; part of a larger sum. 

Could you tell the committee at this time whether the Air Force 
would have a similar settlement to make in this fiseal year applicable 
to this year’s money? 

Mr. Suaw. No, sir. Fortunately, we have cleaned up that matter; 
we have settled that aecqunt. There has been an equalization made 
between the value of deliveries and expenditures of military assistance 
funds. We are clean this year. 


GAO REPORT ON DEFENSE DEPARTMENT CERTIFICATIONS UNDER 
SECTION 1311 


Mr. Passman. On page 3 of the last GAO report on the Depart- 
ment of Defense certifications under section 1311 includes a statement 
indicating you have retained $400 million of MDAP funds illegally. 
I also notice the Comptroller made the same charge before another 
committee recently. 

Will you tell the committee how this charge arose and what vou plan 
to do to meet it? 

Mr. Gray. Mr. Chairman, I can speak in general terms about the 
allegation and later Mr. Shaw, who will be a witness before the com- 
mittee, will be able I think to answer in detail. 

First of all, I think it is true that we do not know of any $400 million 
figure. I believe the General Accounting Office arrived at this figure 
by some sort of sampling. I am not sure I know bow the figure was 
arrived at. 

Incidentally, on the charge of violation of law, I believe reference 
was made to another.law. In any event, assuming we understand 
what the allegation is, [ would like to repeat to you in general terms 
the comment Secretary of Defense Wilson made to another committee 
of the Congress, in which he said— 
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We do not know of any money that has been stolen; we do not know of any 
money that has been wasted, aud we do not know of any intent deliberately to 
deceive anybody. 


This allegation of violation of the law always has a connotation 
at least of one of these things, or a combination of things. 

Actually, this is a technical accounting matter which, frankly, I 
do not profess fully to understand. 

I do hove comments which have been prepared by the staff in our 
Department relating to the testimony of the Comptroller General 
before this other committee that you referred to which I should be 
glad, with your consent, to read into the record. Mr. Shaw is here 
with me, and can answer any very detailed questions. 

Mr. Passman. Would you like to insert your statement in the 
record, Mr. Secretary? 

Mr. Gray. May we do it with Mr. Shaw working with the staff 
on it? 

Mr. Passman. Yes. 

(The statement referred to is as follows:) 


DEPARTMENT OF DEFENSE COMMENTS ON THE COMPTROLLER GENERAL'S TESTI- 
MONY BEFORE THE SENATE FOREIGN RELATIONS COMMITTER, May 21, 1956 


In his testimony before the Senate Foreign Relations Committee on May 22, 
1956, the Comptroller General outlined several deficiencies, which in his opinion, 
existed in the administration of the military-assistance part of the foreign-aid 
program, 

While the Department of Defense is aware of some of the deficiencies which in 
the past have existed in the administration of this prograin, it has taken a number 
of steps to improve the administration of the program. It is believed that certain 
of the Comptroller General’s remarks are worthy of elaboration in order that the 
appropriate committees may have a complete record of the matters discussed. 

The most significant statement in the Comptroller General’s testimony before 
the committee concerned the allegation that ‘‘at least $400 million of military- 
assistance appropriations has been retained by the Department of Defense in 
violation of the provisions of the Mututal Security Act of 1954.” The Comp- 
troller General also went on to say that “the amount overstated should revert to 
the Treasury or corrective legislation should be requested from the Congress.” 

It is believed that a brief résumé of the history of MDAP is necessary to fully 
appreciate the problem. Back in 1949 when the military-assistanee program was 
first initiated, the program operated under regular laws applicable to all other 
departments of the Government. The military-assistanee program ordered its 
materials and equipment from the military departments who, in effect, were 
procuring agents for the program. If the military-assistance program needed 
100 tanks they placed the order with the Army and if the Army also needed 100 
tanks the Army would combine the 2 orders and place orders for the various 
components required to make up the complete tank from various manufacturers. 
When these components arrived at the Army Ordnance Depot there was no 
way of identifying the components which had been purchased with military- 
assistance funds and those that had been purchased with Army funds. With the 
outbreak of the Korean war many of these tank components were diverted to 
Korea for use of the Army and Marine Corps. Some of these tank components 
actually had been purchased with MDAP funds to rebuild Army and Marine 
Corps tanks sold to MDAP. This example was muitipiied many times by other 
items purchased for MDAP with MDA funds by the Army, Navy, and Air Force. 
It was reatized by ail concerned that it was practically impossible from available 
records to identify the particular equipment or the amount of equipment and 
materials originally paid for with MDAP funds which had been diverted to 
Korea and elsewhere. 

In view of such unsatisfactory situation, the Department of Defense in 1953 
proposed to the Congress a plan which wouid have, in our opinion, to a large 
extent corrected these deficiencies and placed transactions between the miitary 
departments and MDAP on a more businesslike basis. While the Senate passed 
this bil, it was eliminated in conference. ‘The conferees did, however, direct the 
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GAO, BOB, FOA, and the DOD to get together and work out a workable plan, 
which would correct this unsatisfactory condition. 

Such a plan was worked out by the four agencies concerned and in April 1954 
it was submitted to the chairmen of the Committees on Appropriations for con- 
sideration. This plan was adopted by the Congress and enacted into law as 
section 110 of the Mutual Security Appropriation Act, 1955, approved Septen- 
ber 3, 1954. Briefly, the plan provided that no reimbursements would be made 
to the military departments after June 30, 1955, until such time as the military 
services had reimbursed MDAP for all equipment and materials which had been 
paid for with MDAP funds but diverted to Korea and elsewhere. The regulations 
were not finally approved until 10 months after enactment of the law. The plan 
further provided that orders for items common to United States forces and forces 
of MDAP countries would be placed by MDAP with the military departments 
and the funds to pay for such items would be reserved by the Office of the Sec- 
retary of Defense until such time as the item was delivered to a foreign country. 
Payment was not to be made to the military department until delivery of the 
item. 

At about the same time the Congress by section 1311 of the Supplemental 
Appropriation Act of 1955, Public Law 663, 83d Congress, approved August 26, 
1954, defined in great detail the definition of an “obligation.”” Both of these 
provisions were made retroactively effective to July 1. Section 1311 required 
that all obligations be reexamined as of June 30, 1954, in order to determine 
whether or not they met the criteria set forth in the new statute. While the 
Comptroller General issued certain instructions shortly after enactment of section 
1311, these instructions (Accounting Systems Memo No. 35 dated September 3, 
1954) did little more than quote the provisions of the statute. These instructions 
did, however, contain a paragraph which stated “‘if an agency has a doubt as to 
transactions properly for recording as obligations under section 1311 and desires 
a decision from the Comptroller General, a request for decision must be submitted 
by the head of the agency.” 

Neither the Bureau of the Budget nor the General Accounting Office appeared 
to take the lead in providing governmentwide implementation of section 1311, 
other than to prescribe certain report forms requesting submission of reports 
required under the act. Because of the diversification of the financial transactions 
in the Department of Defense, covering the entire field, the Department of Defense 
initiated action to prepare detailed instructions to the military departments for 
their guidance in implementing section 1311. In order to insure that the proposed 
instructions were in strict compliance with the statute, these instructions were 
submitted to the Comptroller General on November 2, 1954, for comment and 
concurrence prior to formal issuance. Discussions were held in the latter part 
of January and the early part of February with representatives of the Comptroller 
General to attempt to iron out some of the differences which existed between the 
Department of Defense and the Comptroller General’s Office. The instructions 
were finally approved by the Comptroller General, with certain minor changes, 
on March 4, 1955—a little over 6 months after the enactment of the statute and 
8 months after its effective date. 

In the meantime regulations were being prepared implementing the provisions 
of section 110 of the Mutual Security Appropriation Act, 1955, These regula- 
tions, prior to issuance, also were submitted : to the Comptroller General for review 
and concurrence. The regulations were submitted to the Comptroller General 
in December and returned with minor changes in March. The regulations were 
finally approved and issued on May 17, 1955, 104% months after the effective date 
of the statute. 

As early as 1953 the Comptroller General was well aware of the confused state 
of MDAP accounting records, having conducted a survey, at the request of the 
a Committee, with the full cooperation of the Department of 
Defense. 

The fact that the regulations implementing both section 110 and section 1311 
were not finally approved until May 1955 further complicated the matter. It 
must be remembered that while obligations on the books of MDAP as of June 30, 
1954, for the most part met the criteria (which had been in existence for many 
years) necessary to qualify as valid obligations, they did not in all cases meet the 
much stricter requirements of section 1311. It can be seen that it was quite a 
task to examine many thousands of records more than 10 months after the close 
of the fiscal year to determine whether or not those records met the strict require- 
ments of section 1311 necessary to qualify as a valid obligation, and to make 
necessary adjustments. It should also be remembered that even though some of 
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these records failed to meet the stricter section 1311 test, nevertheless MDAP 
had ordered the materials and equipment from the military departments, who in 
turn may have entered into formal contracts with suppliers to whom the military 
departments were legally obligated to pay upon delivery of the item. MDAP 
was, of course, required to reimburse the military departments upon delivery to 
the foreign country. 

Even assuming that the Comptroller General’s broad allegation is correct that 
“at least $400 million has been retained by the Department of Defense in violation 
of law’’ (as to which he has not to this date furnished the Department of Defense 
with any documentary evidence in support of such allegation) it is the view of the 
Department of Defense that subsequent administrative actions, actions by the 
Bureau of the Budget and the Congress, have more than offset any amount of 
overstated obligations which may have been erroneously certified on June 30, 
1954. For example, over $100 million was eliminated from the program submitted 
to the Bureau of the Budget by freeing up certain other funds, and $275 million 
was eliminated by the Bureau of the Budget from the 1956 budget request by an 
amendment to the budget. (See attached table.) The appropriation was further 
reduced by a total of $420 million by the action of the Appropriations Committees 
and Congress. In addition to these amounts a certain number of obligations which 
were certified as valid as of June 30, 1954, were reexamined in fiscal years 1955 and 
1956 and eliminated from the certificates for those years because of failure to 
meet the criteria established by section 1311. 

In view of the foregoing, it is the view of the Department of Defense that any 
amount of obligations which may have been overstated on June 30, 1954, by reason 
of failure to meet the stricter requirements of section 1311, have been more than 
eliminated by administrative action, action of the Bureau of the Budget and the 
Congress. Moreover, if the Comptroller General’s recommendation to return 
“at least’? $400 million to the Treasury were adopted, it would only result in a 
request to the Congress for appropriation to provide the necessary funds to 
accommodate such recommendation. 

In the latter part of 1955, the Assistant Secretary of Defense (Comptroller) 
reviewed this entire problem to the House Appropriations Committee (with copies 
to the Senate Appropriations Committee, the Bureau of the Budget, and the 
General Accounting Office) and offered to discuss with the committee any addi- 
tional or alternative action which the committee might wish the Department to 
take in connection with this problem. 


Fiscal year 1956 military assistance and direct forces support, budget request 


{In millions] 











Originally Request as | As appro- 
requested modified vriated by 
by the by the the Congress 
President President 
ot ae ei ee —-—--- - — $$ _ — — sage ee ee. —| ———_— —  — - -- 
For military assistance: 
"ROOEL. wchukcus acetic aia peel $1, 400.0 $1, 125.0 | 705.0 
For new requirements. . _- ; cued (900. 0) (900. 0) 
To replace losses due to sec. 1311 ‘ 7 (500. 0) (225. 0)| ; 
Reappropriation of unobligated balances (estimate) - 1 100.0 33. 9 | 33.9 
RN Se atti s ata ; 1, 500.0 1, 158.9 | 738. 9 
For direct forces support: total___- ‘i 317.2 317.2 317.2 
I ge ote n obra a | 1,056. 1 


1, 817.2 | 1, 476.1 | 





! Certified balances of obligations and reservations as of June 30, 1955, showed the unobligated balance of 
military assistance funds as of that date to be $168 million. Since the legislation authorized the reappro- 
priation of only $33.9 million, $134 million was returned to the Treasury. 


Mr. Gray. Actually, this is a very highly involved matter, and [ 
do not know whether you would like to have any further comments to 
come from Mr. Shaw at this time, or a little later at the time of his 
prepared statement. 

Mr. Passman. I think it would be just as well to wait until Mr. Shaw 
presents his prepared statement. 

Mr. Gray. All right, sir. 
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NUMBER OF FREE WORLD NATIONS PARTICIPATING IN MUTUAL SECURITY 
PROGRAM 


Mr. PassMan. Mr. Secretary, in other testimony, as well as your 
own, the statement has been made that it is of major importance that 
we help these nations to maintain a wholly independent status in a 
free world. 

Going back to the testimony of yesterday, I think it was established 
that we are bringing a new nation into this program with another 
one, perhaps, which would bring the total number of those nations 
which are participating in this program either in the form of economic 
assistance, technical assistance, or military assistance up to 68 
nations out of a total of 84. Would all of those nations be ineluded in 
the free world, or are we hoping to bring them in? 

Mr. Gray. I think we consider those nations now in the free 
world. 

Mr. Passman. How about Yugoslavia; would you bring them into 
the free world, because they are certainly one of the recipient nations 
under this program, are they not? 

Mr. Gray. My hesitation is not because I do not know about 
Yugoslavia. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Gray. I would like to go back on the record and, if I could, 
I would like to have the question repeated. 

Mr. PassmMan. We were discussing the free nations of the world, 
and we were given the impression that when we speak of the free 
nations of the world, we are speaking of those nations that we are 
assisting either with economic or military aid. I think with the 
nation that we have added this year and the one that is proposed 
to be added, it would bring the number of nations who are participants 
in that aid up to 68 out of 84, and, of course, among the 68 which are 
getting aid would be Yugoslavia. Would you consider Yugoslavia 
one of the world of free nations? 

Mr. Gray. Well, 1 do not consider Yugoslavia under the domina- 
tion of the Soviet Union or the Soviet bloc. To that extent, it is not 
a member of the bloc, nor is it at the monent certainly an Iron Curtain 
country. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 


OBLIGATION OF 1955 FUNDS 


Mr. PassMan. 1 would like to read into the record one part of a 
report, and we will discuss it in detail later: 


Obligations and reservations.—The obligations and reservations entered into 
during April, May, and June 1955, were not based on firm programs. Praeti- 
cally all of the still available funds for fiscal year 1955 and prior years were obli- 
gated or reserved during the closing days of the fiscal year right up to 5 o’clock 
on the afternoon of June 30, 1955. 

The obligations and reservations were issued solely on the basis of available 
balances as they became known. The services then submitted condensed lists 
of items to tie in with the available balances. The records were in such condition 
that an accurate available balance was not known until several months after the 
close of the fiscal vear. 
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Would you care to comment on that at this time, Mr. Secretary? 

Mr. Gray. I think this would be an appropriate time, Mr. Chair- 
man. 

Mr. Passman. If I may continue my statement: 
$376,700,000 of common item orders were issued on June 28 and $614 million on 
June 30. 

Mr. Rooney. Is it understood, Mr. Chairman, that you are reading 
from an investigative report, a report which was submitted to the 
House Committee on Appropriations? 

Mr. PassMan. I stated it was from a report. If I did not state it, 
I intended to. 

Mr. Roonry. I just want the record to be clear on this. 

Mr. Passman. I am reading from a report which was furnished to 
the committee. 

Mr. Gray. I have no reason to question the accuracy of the report, 
Mr. Chairman. 


OBLIGATIONS MADE DURING CLOSING DAYS OF FISCAL YEAR 


Mr. Passman. I think the unusual thing would be the lateness of 
the obligations. 

Mr. Gray. This is a great deal of money and it is a late time of the 
vear indeed, Mr. Chairman. 

I do not think it is quite accurate to say that there were no pro- 
grams, and I think I should advert, before Mr. Shaw speaks in detail, 
to the question which you have put, and say that we are in a very 
difficult situation with respect to getting early obligations of funds, by 
the very nature of the process under which we operate. ‘The monies 
are generally not available for obligation at the beginning of a fiscal 
year. Last year, | am not sure when the appropriation bill was 
finally passed. On August 2, one of the staff indicates. 

Then we have an interminable, it seems sometimes, screening 
process and reviewing process which, I suppose, is necessary because 
there are tremendous sums of money involved, but it is terribly time- 
consuming and by the time we get any kind of a firm program against 
which we can proceed and undertake our activities, it is generally late 
in the year. 

Mr. McGuire, the Deputy Assistant Secretary for mutual defense 
assistance programs has worked very hard, and I think successfully, 
to push that up so that we can be in a position this year to improve 
somewhat our programing capacity probably measurably in the 
year following. 

However, with respect to the obligations which took place at the 
end of the fiscal year 1955, with your indulgence, I would like to ask 
Mr. Shaw to speak to that point. 

Mr. Passman. I want to thank you, Mr. Secretary, for your forth- 
right statement. I think we assume on both sides of the table the 
accuracy of this report, and the only thing that concerns the com- 
mittee is not the lateness of the date or, nec vessarily, the hour, but this 
is timed down almost to the very last minute of the day. These 
funds were obligated solely on the basis of the available funds, rather 
than justifications, 

Would you like to see this report, Mr. Shaw? 
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Mr. Suaw. No, sir. 

Mr. PassMAN. Assuming it is correct, then, we would like to know 
why you have to obligate such large sums of money at the very last 
hour of the business day on the last day of the fiscal year? 

Mr. Gray. Mr. Chairman, may I point out that in conceding the 
accuracy of the report, I said I had no reason to question the figures 
or the date. 

Mr. Passman. Yes. 

Mr. Gray. I have some question, however, in my mind about the 
statement that there were no programs. 

Mr. Passman. I might make this one further observation. It may 
be that it would be just as well not to get too far into it today because 
the committee remembers what happened last year. We had a 
beautiful letter which we thought so much of that we wanted to frame 
a copy of it for each member’s office. Then we found out later that 
the Defense Department interpreted the letter one way and the 
committee interpreted it in another way, and confusion resulted. 
I think that letter led up to the last minute reservations of these large 
sums, but if you would like to comment on it, we would like to hear you. 

Mr. Suaw. I do not know what the desire of the committee is. 
I am prepared to present the fiscal details to the committee for their 
consideration—myself and other members of the Department of 
Defense, whenever the Chairman decides I should do that. 

Mr. Passman. Off the record. 

(Discussion off the record.) 





APPROPRIATIONS FOR 1956 COMPARED TO BUDGET REQUEST FOR 1957 


Mr. Gary. Mr. Secretary, in response to an inquiry from Mr. 
Passman as to whether or not the cut last year had hampered the 
program, you stated that you thought the program would not be 
impaired if we appropriated the amount Rane oe this year. 

Last year you requested $3,266,641,750. The Congress allowed 
$2,703,341,750. That was a cut of $563,300,000. 

In spite of that cut, you continued spending on approximately the 
same level and, as a result, your unexpended balances have been 
reduced. 

In effect, what you are asking the Congress to do this year is to 
restore the cut of $563 million that it made in last year’s appropria- 
tion request, and to give you in addition to that, approximately $1,500 
million more; is not that correct, because you are asking for $2 billion 
more than we appropriated last vear? 

Mr. Gray. Mr. Gary, the $3 billion figure you used as to the appro- 
priation requested last year was for all purposes. 

Mr. Gary. That is right. My entire remarks relate to all purposes. 

Mr. Gray. Yes, sir; but as I indicated earlier in response to a 
question from the chairman, as far as the military program is con- 





cerned, and this is the one that I have responsibility for 

Mr. Gary. We have responsibility for the entire program. 

Mr. Gray. I understand you do, sir, and I am very much interested 
in the entire program, but I address my remarks to the question of the 
chairman which relate to the military-aid program rather than the 
entire program, so that actually you cannot relate the figures, it seems 
to me, in just the way that you have stated them. For example, the 
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$3 billion request this year contains a very substantial increase in 
appropriation over that actually granted last year, whereas the 
economic aid request this year is only slightly increased over that 
granted last year. 

Mr. Gary. Yes, but the facts are that you are asking for nearly $5 
billion for the entire program this year, which is approximately $2 
billion more than the request for last year. 

We cut the program last year a half a billion dollars, so that what 
you are doing is asking for the restoration of that cut. When we cut 
the program, you, in turn, reduced your unexpended balances. Now, 
you are asking us to restore the half billion dollars that we cut last 
year, and then, in addition, to give you over and above that, $1,500 
million more this year than we appropriated last year. 

Mr. Gray. That is the effect of the figures, Mr. Gary. You can 
apply arithmetic in many different ways to this. Actually, another 
way of stating this is that we are asking for next year, in military aid, 
an amount of money which is approximately equal to the level of ex- 
penditures only plus about a half billion new dollars. 

If you look at it that way—as the amount for new weapons—that 
half billion dollars in new weapons is not 8 restoration of any cut which 
may have been made in the previous year. I am not challenging the 
interpretation which might be placed on it as you do. 

Mr. Gary. It was testified to on yesterday that your unexpended 
balances are down because of the fact that we did not appropriate 
enough money, and you had to spend more out of your balances and 
that if we give you the full amount requested at this time you will 
build up your balances again. That is where you recover the half 


billion that we cut last year—in restoring those balances—and then 

you request $1,500 million more. You say that a half billion dollars 

of that is for new weapons. In other words, you are asking for $2 

billion more than was appropriated last year for the entire program. 
Mr. Gray. That is right, sir. 


POSSIBILITY OF DECREASE IN MILITARY ASSISTANCE PROGRAM 


Mr. Gary. We had hoped, I certainly had, that this program was 
going to begin to decrease rather than increase, and I can say to you 
very definitely that the people of the United States have had that hope 
for some time. They are complaining now very bitterly that the re- 
quests this year are for more money than was appropriated last year, 
rather than for less. 

Mr. Gray. We are talking about large sums of money, Mr. Gary, 
and those of us who labor, and I do not think that is an incorrect 
word, in these programs, are also taxpayers. 

I can only state my conviction that in the kind of world situation 
we are in our security depends on the kind of a military-aid program 
which we have projected. Otherwise, if we are going to try to main- 
tain this kind of security, I think, we would find requests for larger 
budgets in our regular military areas. 

Mr. Gary. Our security also depends upon maintaining the sol- 
vency of the United States, Mr. Gray, and we are going deeper and 
deeper into debt every year. We have bad a balanced budget only 
3 times in the Jast 25 years, if I am not mistaken. 
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Mr. Gray. I am not unaware of this problem. We are on the 
horns of a most serious dilemma, it seems to me. All of us want 
peace. We know we must have security and it is very difficult in 
our hopes for peace and for relief of these burdens. agree with 
you that it involves a crushing burden of taxation. Understandably, 
we want peace without these burdens. It happens to be my conviction 
that until there is a major change in the international picture, as | 
said to the chairman earlier, we cannot assure security, and, therefore, 
insure peace without this kind of effort. 

Mr. Gary. In other words, we all cry out like the prophet of old: 
‘‘Peace, peace,’ but there is no peace? 

Mr. Gray. It is to be hoped and prayed for, Mr. Gary. I see no 
justification for thinking that we can let our defensive strength 
deteriorate with the world situation as it is today. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


PROJECTED BUILDUP OF NATO FORCES 


Mr. Roonegy. Mr. Secretary, reference has been made to the visit 
of a joint committee from the Appropriations, the Foreign Affairs, 
and the Armed Services Committees of the House to General Eisen- 
hower and his staff in Paris in the spring of 1951, at which time as 
one of those present, I was told that there was to be a NATO buildup 
of European NATO divisions 4 years subsequent thereto, excluding 
Greece and Turkey, specifically excluding Greece and Turkey, for 
M-plus-30 of 98 divisions. 

Can you tell us what the present situation is with regard to the 
number of available divisions as of M-plus-30 of the 9 European 
members of NATO? 

Mr. Gray. I think I can get that information for you. 

Mr. Rooney. You should be able to. It is in this morning’s New 
York Herald Tribune. 

Mr. Gray. I did not read the Herald Tribune this morning. I 
would like to be able to give it to you from our own figures rather 
than from a newspaper report. 

Mr. McGutre. In respect to that question, | gave a statement to 
the other committee. I would be glad to put it in the record: ' 

(Classified information was later furnished committee.) 

Mr. Rooney. I would like to have it now as a basis for subsequent 
questions on this subject. 

Mr. Gray. Your question, I assume, would be on the basis that 
this goal, which was discussed in 1951, was not reached. 

Mr. Rooney. And how far away are we from that goal? 

Mr. Gray. I do not know whether we have a figure on the precise 
number of divisions, but can we proceed on that presumption, that 
there were goals stated at that time that have not been reached? 

Mr. Rooney. That is a bit too general. I should like to know 
whether or not it would be fair to say that not half of the promised 
divisions have been made ready yet, 6 years later. 

Mr. Gray. I suppose you exclude the German buildup from your 
question? 

Mr. Rooney. Yes. They were not in contemplation at that time 
at all. Greece and Turkey were excluded and Germany was not 
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included. We were discussing the nine NATO countries at that time 
when we were asked for appropriations for the then coming fiscal year. 

Mr. Gray. Yes. I think no one would argue, sir, that the goals 
which were set at that time have not been met, and probably at that 
time they were unrealistic, in retrospect. 

Mr. Rooney. I am talking about active divisions for M-plus-30, 
and Reserve divisions. I cannot see where you have more than 30 
or 35 today. That is what I am trying to get at. 

You take the defense divisions in France, there are 5 active and 
9-plus-30, or 14.. How many of those do we have today? 

Mr. Gray. Did you mention the countries? 

Mr. Rooney. I mentioned France. 

(Discussion off the record.) 

Mr. Rooney. Do you have the total of these handy? 

Colonel Crirz. My totals include Greece and Turkey. 

Mr. Rooney. I want to compare the total with the 98 divisions 
that the then General Eisenhower promised us at the time we were in 
Paris in 1951. Very well. I will add them myself. 

Colonel Critz. These are classified figures, sir. 

Mr. Rooney. Take a look at the New York Herald Tribune of 
Friday, May 25, today. You will find practically identical figures. 

Colonel Critrz. I have quoted you units in being as they are pres- 
ently reported to us by our relations with these governments and if 
they happen to be the same as those, there is no question, but where 
they are at variance our figures are classified. 

Mr. Rooney. Not only does this newspaper table of NATO military 
statistics give length of Army service, total active divisions, active 
NATO divisions, M-plus-30 Reserve NATO divisions, tactical air 
squadrons assigned to NATO, NATO-built airfields but other infor- 
mation. 

Colonel Crirz. It is all right if you put those in the record, but not 
the ones I quoted. 

Mr. Rooney. There is practically no difference. 

Colonel Crrrz. If it just comes from the paper that is fine with us 

Mr. Passman. Off the record. 

(Discussion off the record.) 


ADVANCED WEAPONS PROGRAM 


Mr. Fernanpez. Mr. Secretary, you said that half a billion dollars 
of the two billion additional amount that you are requesting is for 
new weapons? 

Mr. Gray. Yes, sir. 

Mr. Fernanpez. When you say that you have reference to the 
advanced weapons which you discuss on page 3 as being typified by 
guided missiles and much improved early warning system? 

Mr. Gray. Yes. 

Mr. Frernanpez. In that discussion you mentioned the figure of 
$530 million as being programed for 1957 and you immediately follow 
that by saying $104 million was taken from the year 1956, I take it to 
advanee the program. Is that $104 million included in the $530 
million? 

Mr. Gray. Yes, sir; it is. 
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EFFECT OF REDUCTION IN AUTHORIZATION BILL 


Mr. Fernanpez. A day or two ago or maybe longer I read where 
the legislative committee had cut the authorization, as I understand, 
for military assistance by a figure of $1 billion or was it $1.2 billion? 

Mr. Gray. The House Foreign Affairs Committee? 

Mr. Fernanpez. Yes. 

Mr. Gray. It was a billion in military aid and 200 million in 
economic aid. 

Mr. Fernanpez. Are you in position to tell us now where you 
are going to cut off that $1 billion of military aid, if that cut stands? 

Mr. Gray. It would be very difficult to do. Other witnesses 
before the committee will be prepared to discuss the detailed impli- 
cations of this. I shall only say, sir, that, both because of the mag- 
nitude and the conditions which were imposed by the House com- 
mittee, it would require a complete reevaluation of our entire program. 

There are some things that must be borne in mind. There are 
certain continuing fixed charges, if I may refer to them in this manner, 
which must be taken off before you assess the appraisal of the cut, 
because these things must be paid if any program continues at all; 
such things as packaging, handling, crating charges against material 
to be delivered in any 1 year. There is support of the military head- 
yueatons of NATO which continues regardless of other considerations. 

hese so-called fixed charges run to something over $250 million. 

So, you are not applying a cut of a billion dollars in effect program- 
wise, equipmentwise, trainingwise; you are not applying a billion 
dollar cut against $3 billion. You are applying it against $3 billion 
less something over $250 million. 

Then, with a European limitation of four——— 

Mr. McGuire. $402 million. 

Mr. Gray. When you apply $402 million to Europe, leaving aside 
Spain, if you put that substantially in new weapons, you have no 
maintenance money for the programs already undertaken, If you 
put it in maintenance money, there are no new weapons and even 
then there is not sufficient maintenance. Worldwide, this would be a 
most serious blow to the program and would require a reevaluation. 
Other witnesses will be prepared to give you the more detailed impli- 
cations. 

Mr. Fernanpez. But, in general, taking into consideration those 
fixed charges and absolute commitments, and having had time to think 
over what the legislative committee is threatening to do to you, I 
take it you are not prepared to say that it would wreck the program 
but it would be a serious blow; is that right? 

Mr. Gray. I would say it would have more than serious conse- 
quences in Europe and would have a severe impact on programs 
outside of Europe. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Gray. On this question of a $2 billion program under the 
circumstances 





Mr. Frernanpez. We are not talking about a $2 billion program. 
I understand we are talking about a program which includes $2 builion 
additional. Am I right about that? 

Mr. Gray. Yes, that is one way of stating it, but in respect to the 
House Foreign Affairs Committee action on this bill, I might say to 
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you that the Jomt Chiefs of Staff were asked last fall their military 
judgment as to the worldwide implications of a $2 billion request for 
appropriations in fiscal year 1957. The Joint Chiefs of Staff, after 
serious consideration of it, rejected it as a viable figure to carry out 
our worldwide military commitments. 

Mr. Fernanpez. What do you mean “a viable figure’’? 

Mr. Gray. That probably was not too well expressed. They re- 
jected it as an inadequate figure to carry out our military obligations 
and commitments worldwide. So that a figure of that magnitude 
was considered as we approached the preparation for our submission 
to Congress and | am not now just speaking off the cuff with respect 
to the level of effort which would be permitted by a program of that 
magnitude. 

Mr. Fernanpez. Here in the United States an increase of $2 
billion would be interpreted by our people as an increase in the pro- 
gram. On the other hand, you say it is not an increase in the program 
because it is still tied to the same amount of expenditures you have 
been carrying on. How would it be uchemenbnl by our partners in 
NATO and the other allies? They are familiar with the expenditures 
as well as the appropriations. 

Mr. Gray. | think they probably know about as much about our 


expenditures and appropriations as we do. 

If the House does not make a change in the bill as it came out of the 
House Foreign Affairs Committee, I think that our NATO allies would 
interpret this as a very serious approach toward abandonment of our 
support of NATO, because this would be a great reduction in what we 
consider to be the minimum to carry forward. There is no buildup in 


NATO involved in our programs now. We are maintaining some 
training, maintaining equipment already delivered, and replacing 
some losses through attrition. The appropriation for 1957, if author- 
ized and approved, would not, as we have planned the use of it, result 
in any build up of NATO forces but would, generally speaking, ‘enable 
us to help maintain the forces they now have. 

A serious cut in this we think would have not only military but 
psychological implications of a very serious nature. 

Mr. Fernanpez. Such an interpretation on their part abroad that 
this means a move to abandon them, what effect would that have 
upon them? What will they do? What effect will it have on 
England, France, and Germany? 

Mr. Gray. My guess is it would have an adverse effect which we 
would not wish to have happen; in the interests of maintaining a 
framework of defense in NATO, which I believe is essential to security 
in the present world context. 

Mr. Fernanpez. You say it is your guess. Is it the position of the 
Department that that would occur? 

Mr. Gray. We think so. 

Mr. PassmMan. You mentioned the psychological effect if we should 
reduce this program. Do you have the same psychological effect on 
those people when they fail to live up to their full commitments to 
NATO and fail to come in with their share of funds? Why should 
they fall out with us if we should decide the program should be 
reduced? What is the effect on the people when they fail to live up 
to their full commitments to NATO? 

Mr. Gray. I think that is a good question, Mr. Chairman. I have 
already indicated that I think that the original force goals which were 
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referred to by Mr. Rooney were unrealistic and incapable of attain- 
ment. 

Mr. Denton. Somebody here yesterday gave us a classified figure. 

Mr. Gray. I am glad you asked the question because we have a 
confusion of what we are talking about. Mr. Rooney was talking 
about the 9 European countries and he added up the divisions now in 
the 9 European countries. You must, if you talk about NATO 
strength, add to that Greece, Turkey, Canada—— 

Mr. Denton. He excluded Greece and Turkey and gave a classi- 
fied figure. 

Mr. Gray. Did he exclude United States and Canadian forces? 

Mr. Denton. I do not know about that. 

Mr. Rooney. The record should show that. 

Mr. Passman. It will be a sad day if the time should come that the 
amount of money that we give to 68, more or less, foreign nations will 
determine whether or not they will cooperate. We are not trying to 
control their moods or their emotions. We are pouring American 
dollars into the program, and if we should happen to reduce funds to 
streamline our program, if it will upset them psychologically or emo- 
tionally, we are in for trouble. 

Mr. Gray. May I very quickly say this: My emphasis has been on 
the military effect. I said as an additional factor the solidarity of 
NATO might be very adversely affected. Furthermore, we must 
remember, I think, that the funds we have put into the NATO military 
effort through the military assistance program has been a small part 
of the total military effort which NATO countries themselves have 
carried on. 

Mr. Passman. If we pick up their military checks, that leaves 
money for them to do something else. Aid is aid, and respectable 
nations—and I respect them—are going to appropriate a certain 
amount of money for their own security. If we pick up those checks, 
it leaves the money they would have to appropriate for their own secu- 
rity available for them to do some of the things we want to do in this 
country such as more flood control and drainage. 

Mr. Forp. Mr. Chairman, I think it is fair to say—and if it is 
wrong, perhaps somebody here can correct me—that when the 
original force goals were set up 5 years ago or thereabouts, the concept 
of the defense of Europe with the then available forces and the weapons 
I think was quite different from what the facts are currently. 

Mr. Gray. That is correct. 

Mr. Forp. We have had substantial increases in certain weapons; 
i. e., firepower, mobility, and communications which I think have had 
a very salutary effect on the number of ground divisions which we 
now feel are necessary to defend that vital area. I believe this fact 
may account in part for the decrease in divisions today in what we 
consider essential for our land forces in Europe. 

Mr. PassMan. It is a good statement. 

Mr. Secretary, can you be with us Monday or do you have other 

lans? 
i Mr. Gray. Mr. Chairman, I will make myself available to the 
committee whenever you desire. 

Mr. Passman. If it is convenient, we will resume hearings at 11 
o’clock Monday. 
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Monpbay, May 28, 1956. 
Mr. PassMaAn. The committee will come to order. 


VISIT OF MARSHAL TITO TO MOSCOW 


Mr. Secretary, did you read the newspaper article in the Washington 
Post of yesterday dated Belgrade, Yugoslavia, May 26, reading 
as follows: 

Yugoslavia announced tonight President Tito will reach Moscow next Saturday 
for his 3-week tour of the Soviet Union. 

He will be accompanied by his wife, Vice President Edvard Kardelj, Foreign 
Minister Koca Popovic, and others. 

The information office said that during his stay in Russia Tito will have several 
talks with Russian leaders and will visit several Russian towns, inspect factories, 
scientific institutes, and cultural institutions. 

The Belgrade weekly newspaper Nin published an appraisal of the forthcoming 
visit written by Popovic. He said Tito’s trip and talks he will have with Soviet 
leaders represent a “‘contribution to efforts and wishes to find new roads toward 
lasting peace and international confidence.” 

The Foreign Minister added the Moscow talks will contribute “to examination 
of new possibilities for a successful developrrent of socialism in the world.” 
That is understood here to confirm that Communist Party problems will be 
discussed, as well as international affairs. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. May I say for the record that this article caused me, 
and I am sure all Members of Congress, some concern because Yugo- 
slavia is actually a Communist country, is it not? It has a com- 
munistic form of government. 

Mr. Gray. Yes, it is what they refer to as nationalistic commu- 
nism, but it is a Communist couvtry. 

Mr. PassMan. These visitations by leaders from Moscow going to 
Yugoslavia and now the President of Yugoslavia going to Moscow 
would indicate they have very close ties, would it not? 

Mr. Gray. They are certainly on speaking terms. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


CHANGE IN FORCE GOALS OF NATO 


Mr. Passman. Mr. Secretary, will you please furnish for the record 
the original goals established for NATO and the amended goals since 
then? We know that the goals have changed considerably. How- 
ever, estimates for funds have been based on the original goals; have 
they not? 

Mr. Gray. We are not in every case supporting the 1951 original 
goals. 

Colonel Critz. No, they have been changed. 

Mr. Passman. Do you mean the goals have been changed? 

Colonel Crirz. Yes. 

Mr. PassmMan. How about the estimates for funds? 

Colonel Crirz. They have been changed in accordance with the 
forces in being each year or which we anticipate will be in being. 

Mr. PassMan. We would like a list of the original goals, the amended 
goals and the request for funds, and any revisions made with reference 
thereto. 
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Mr. Gray. From the inception? 
Mr. Passman. Yes. 
(The information requested was furnished the committee.) 


COMMENTS ON REPORT OF COMMITTEE INVESTIGATION 
OVERESTIMATING OF REQUIREMENTS 


Mr. Passman. Mr. Secretary, the investigators’ report stated that 
the program for 1957 was originally estimated at $12.5 billion. This 
was later found to be overstated by about $10 billion due to inclusion 
of (a) $5.5 billion for items already covered by appropriations; (6) 
$3.3 billion for Germany although funds already appropriated were 
sufficient for a 3-year program; and (c) $1.6 billion for Turkey not 
required. 

I wonder if we might have an explanation of the overall estimates 
as well as the $5.5 billion it was considered had already been covered 
by prior appropriations? 

Mr. Gray. I am not sure I am familiar with that report, but I 
believe you referred to 1957? 

Mr. Passman. That is right. 

Mr. Gray. I believe there is no appropriation request for Germany 
in the 1957 program. 

Mr. Passman. We are speaking of the considered program. 

Mr. Gray. Mr. Chairman, may I have your indulgence to ask 
Colonel Critz to speak to that point? 

Mr. PassMAN. Yes, sir. 

Colonel Critz. When we went out to the European Commands and 
the MAAG’s a little over a year ago, we asked them to give to us 
their total remaining deficiencies for the forces we were supporting 
through fiscal year 1959. The total that came into us was, as you 
say, approximately $12 billion, but that was through the period 1959. 

We screened this total deficiency list and found that, as you say, 
it was overestimated because it did include some items which at that 
time the MAAG’s and the European commanders did not know were 
being included in our 1955 and 1956 programs. They had not been 
ae I should say. They had requested it but we had not notified 
them, 

We reduced the amount to approximately $8 billion. Of this $8 
billion, approximately $6 billion was requested for fiscal year 1957. 
We knew that amount was in excess of our capabilities, and the pro- 
gram as approved by Secretary Gray, or recommended by Secretary 
Gray, was reduced down to $3.024 billion. 

At a later screening, as stated by Secretary Wilson before another 
committee, he said, ‘Let us round this out to $3 billion,” and so that 
is the final adjustment of their figure, $3 billion. 

Mr. Passman. Colonel, that is a substantial amount to overesti- 
mate, $5.5 billion. 

Colonel Crirz. It was a combination of things. First, the pricing 
in the field is not the same in all cases as the pricing we use in Wash- 
ington. In addition, they were asking for support—by that I mean 
maintenance, spares, and those things—ian an amount in excess of 
what we were willing to put in the program. So it was actually taking 
out what was in our 1955 and 1956 programs and a readjustment of 
pricing as to what we considered the remaining deficiencies. 


nee ee 
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Mr. PassmMan. But do you agree that overestimating by $5.5 billion 
would indicate lack of coordination? 

Colonel Crirz. No, sir, not in this particular case, for two reasons: 
(1) Our 1955 program had not been approved and sent to the field 
and (2) we had certain reprograming to accomplish from our 1954-55 
program which was done roughly from Christmas through June of 
last year. The reprograming had not been issued to the field. 

Bear in mind the requests for this program went out early in the last 
calendar year before all this information was disseminated, and it was 
not until we had screened this information and sent it to the field that 
they were brought up to date. 

Mr. Passman. The period of the investigators’ report we are citing 
did not begin until July and the final report was drafted sometime 
after that. 

The report states: 

Consideration of the delivered portion of the program and the undelivered 
funded portion of the program indicated to this staff that the $12.5 billion figure 
was unrealistic. The only possible explanation seemed to be that the $12.5 billion 
must have included both the funded undelivered portion of the 1950 to 1955 
program, which amounted to $5.5 billion and the unreleased 1956 program. This 
fact was pointed out to personnel in the Office of Assistant Secretary of Defense 
(ISA) by the staff. Advice was then received that the $12.5 billion figure did 
include the $5.5 billion funded undelivered portion of the 1950 to 1955 program 
and the unreleased 1957 program although everyone who had processed the $12.5 
billion figure purportedly believed that the funded undelivered portion for 1950 
to 1955 had ean excluded and the instructions or guide lines to the MAAG 


Chiefs clearly provided that the requirements for 1957 were to exclude that 
portion of the program which had been funded in prior years but remained unde- 
livered at June 30, 1955. At this point (December 1955) the total included 
funded items of the 1956 program which had been tentatively set at $592.5 million 


in the Pentagon but had not been released. . 

Responsibility for including the funded undelivered portion of the 1950 to 1955 
program in the 1957 program has not been determined although it is believed that 
someone in the Pentagon must have advised the MAAG Chiefs to include the 
figure, contrary to instructions, without advising the Assistant Secretary of 
Defense. 

Would you care to comment on that? 

Solonel Crirz. Our instructions were as stated. Before we drew 
up the program we had it screened very carefully by each of the mili- 
tary departments which brought it down to the figure you stated. 
We acted only on the amounts which were not. in any of our approved 
programs. 

Mr. PassmMan. May I ask, when did you act on that revised 
program? 

Colonel Crirz. It was formally submitted to the Bureau of the 
Budget and the Department of State in November, I believe, October 
or November. I will give you the exact date. That is when it was 
finally put together, in October or November, and it was later revised 
in the latter part of November. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Colonel Critz. May I put the exact dates in the record because I 
would have to refer to my files on that. It went out first, I believe, in 
October and we amended it down under Secretary Gray’s signature in 
about the first part of December. 

Mr. Passman. We have had errors of $312 million, and some indica- 
tion that $400 million was obligated illegally, but to overestimate a 
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program by $5.5 billion, I would say, is rather substantial. There 
will be some pointed questions asked about this, and that is why I 
would like to fave the record as clear as we can possibly make it. 

Mr. Gray. Mr. Chairman, we appreciate your fairness and desire 
to get the record straight. What confuses me a little bit is that no 
such figure as is referred to in this report has been submitted to the 
Congress. Wego through many, many reviews in the Pentagon before 
we bring a program over here, and I suppose you could find any 
number of estimates floating around of any figure you wanted, but 
you cannot accept them as the official estimate of the Department of 
Defense. 

Mr. PassMAN. Mr. Secretary, it is true no such figure had been 
presented to Congress, but there must have been loose handling for 
an admission to be made—as I understood Colonel Critz to say— 
that they had overestimated the program by $5.5 billion. I am not 
making any charges that it is in the Department of Defense, but in 
some agency there is a lot of looseness indicated by the fact that the 
request at several levels had been overestimated by $5.5 billion. I 
think you stated, did you not, Colonel, that it had been toyed with 
until you discovered the error? 

Colonel Crrrz. No, sir. We received the program and sent it to 
the various departments for careful screening to be sure that all 
previous programs and programs under consideration at the time 
were taken out by country. The MAAG’s are usually a little behind 
us in knowing about the size of approved programs because it takes 
time to disseminate the information. 

Mr. PassMan. At what level and at what date did you determine 
there had been an error of $5.5 billion? 

Colonel Crirz. That I will have to check. 

a PassMAN. Please check and furnish the information for the 
record. 

Mr. Gray. I would like to say, in the interest of the record, that 
I think we could furnish the dates of the various screenings. You 
will forgive me if I do not quite agree with the way you ask the 

uestion. Bear in mind that this was a worldwide assessment of 

eficiencies by MAAG’s all over the world, and this larger figure 
came in as a total of the MAAG estimates of requirements for a 
period of 4 years. It is true they did not have certain information 
about prior and existing programs, but I would suggest that the 
programs were larger than we would approve and send to the Congress 
for any 1 year’s appropriation. To refer to it as an error in arriving 
at estimates is, I think, a little misleading. 

Mr. Passman. I will read from page 11 of the investigators’ report, 
beginning with the third paragraph: 

“On reviewing the operations of the military assistance group at 
the European Command Headquarters in Paris, the 1956 program 
figure was so confused that it could not be checked. At the time of 
the review the military assistance advisory group (MAAG) chiefs 
of the European countries were in Paris and had just completed the 
1957 program which they suggested be reviewed. The MAAG 
chiefs stated that a program of $8 billion had been developed for 1957 
and subsequent years detailing requirements at June 30, 1955, to 
bring the military assistance program up to the established force 
goals without modernization of existing units. In visiting the 
European countries particular attention was paid to that portion 
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of the program which had been delivered and the portion already 
codheed in approved and funded programs but as yet undelivered. 
From the information obtained while visiting the countries concerned, 
it was obvious that the $8 billion program for 1957 was completely 
out of line. Upon returning to the European Headquarters Command, 
the military assistance group were advised that the $8 billion program 
figure appeared to be overstated to a considerable extent. They 
admitted that a figure of $3.3 billion for Germany and a $1.6 billion 
figure for Turkey which was included in the $8 billion were overstated 
but maintained that the rest of the $8 billion was necessary to bring 
the country programs up to the established force goals. 

“On returning to the United States, information was requested 
from the Office of the Assistant Secretary of Defense (ISA) as to the 
price program for 1957. The 1957 European program, including the 
1956 program not yet released, had been priced in the Pentagon and 
totaled $8.9 billion. The major part of the increase of $0.9 billion 
was accounted for by an addition of $0.6 billion added by the Air 
force for aircraft attrition. The amount of $3.6 billion was then 
added for the Far East and Latin America, bringing the total program 
figure to $12.5 billion. This $12.5 billion program figure had been 
processed through the Defense Department, Bureau of the Budget. 
International Cooperation Administration and, insofar as can be 
determined, the White House. This program figure undoubtedly 
was the one considered early in December 1955 in briefing Members 
of Congress and issuing statements to the press concerning the amount 
of the foreign-aid program for 1957.” 

Mr. Gray. Let me speak briefly to that, if I may, then I would like 
to have Mr. McGuire make an observation. 

It is a little difficult, because I do not have this report, but the $8 
billion figure referred to by the investigator was for 1957 and subse- 
quent years. These were the deficiencies to be met in 1957 and 
subsequent years. 

Mr. McGuire. I wonder if it would be in order for a copy of the 
report to be furnished us in order to give you the answers to it. 

I would like to reiterate the processes as I saw them unfold. When 
I came here in October the figures were just coming in. We had 
requested the field to submit lists of deficiencies for 1957, 1958, and 
1959. At the time those guidelines were originated, I believe they 
thought they would have their 1956 program definitely defined. To 
avoid any duplication—and I think this is good business manage- 
ment—the recommendations from the MAAG’s regarding fulfillment 
of deficiencies for 3 years were screened to eliminate duplications. We 
wanted, as Mr. Hensel said last year, a worldwide picture. It is my 
understanding the duplications which were eliminated brought the 
figure to about $10.9 billion. That figure was reviewed by the Joint 
Chiefs of Staff and the military departments from the point of view 
of timing requirements on the basis of what funds we would have to 
request. 

he figure we have here of $3 billion has no relationship to total 
funding requirements for 1957, 1958 and 1959. The $10.9 billion 
figure was the total world-wide 3-year deficiency of the forces being 
supported. 

The $5 billion figure you mentioned I never heard of before. At 
no time to my knowledge did ICA, the Bureau of the Budget or the 
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White House ever review the $12 billion figure. That figure was 
eliminated by the screening process and the figure we received from 
the Joint Chiefs of Staff was $3.024 billion. 

Mr. Passman. Can you indicate when you reviewed that figure? 

Mr. McGurre. Which figure? 

Mr. Passman. The $12.5 billion? 

Mr. McGutre. The $12.5 figure was never considered as or intended 
to be an estimate of 1957 funding requirements. 

Mr. PassMan. We understand that, but somewhere down the line 
such a figure had been toyed with? 

Mr. McGurre. Not as a 1957 funding requirement to present to 
the Congress. 

Mr. PassmMaNn. We understand that, but you had considered a 
figure of that type, is that correct? 

Mr. McGurre. At no time did we consider that figure from a 
funding point of view. 

Mr. PassmMan. I did not suggest that. I know patriotism prompted 
each of you to take your jobs, but this must be cleared up. Some- 
where down the line, evidently, there was a $5.5 billion error made in 
estimating the requirements for 1957 and subsequent years. 

Colonel Critrz. It was not an error. It was an estimate from our 
field agencies as to what they thought we should put in for the 4-year 
period and it does not mean that is what we would accept. It was 
not an error. It was based on what they thought we should put in, 
and not for a 1-year program. 

Mr. PassmMan. Let me read this again: 

“Advice was then received that the $12.5 billion figure did include 
the $5.5 billion funded undelivered portion of the 1950 to 1955 
program and the unreleased 1957 program although everyone 
who had processed the $12.5 billion figure purportedly Caligwed that 
the funded undelivered portion for 1950 to 1955 had been excluded 
and the instructions or guidelines to the MAAG Chiefs clearly provided 
that the requirements for 1957 were to exclude that portion of the 
program which had been funded in prior years but remained 
undelivered at June 30, 1955.” 

And the report continues: 

“As a result of this error, information was received that a new 
a figure would be developed by the Assistant Secretary of 

efense (ISA), and personnel from the Assistant Secretary’s 
office were in continuous conference with foreign-aid groups through- 
out the Pentagon during the last 2 weeks of Decent er 1955, in an 
ae to prepare a revised program figure based on country dollar 
ceilings.”’ 

Mr. McGuire. I wish you would allow me to check that date. 

Mr. Passman. Yes. We will not pursue this point any further. 

Would you state for the record that the figure of $12.5 billion was 
not considered at any time by the Defense Department and the 
Bureau of the Budget in connection with this program? I would like 
just a brief ‘‘yes” or “no” answer. I think we have to clear the 
record. We have not done so yet. 

Mr. Gray. It is true that there was a figure of $12 billion which 
was the sum total of the deficiencies as estimated by the individual 
country MAAG’s and totaled up worldwide to meet the deficiencies 
on a 3-year basis. 
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When you ask for a “‘yes’”’ or “‘no” answer as to whether or not this 
figure was considered, the mere fact you have a figure that comes in 
from the field, and acknowledge to such a figure, of course it gets 
considered. But at no time was it considered that such a figure would 
be presented to the Congress. 

Mr. Lannam. What do you mean by “deficiencies?” 

Mr. Gray. We support certain force levels in the countries to which 
we make military assistance available. These force levels we adopt 
pursuant to the advice of the Joint Chiefs of Staff. 

Mr. Lanuam. Had they been adopted by this country? 

Mr. Gray. Yes. 

Mr. Lanuam. What were these deficiencies? 

Mr. Gray. What these countries did not have and could not supply 
to equip these forces. ‘Those were the goals to which we were aiming. 
Here was an estimate made at the country level by the military 
assistance groups to arrive at what was needed in these countries to 
meet the deficiencies over a period of years ahead. I do not think 
anybody ever suggested that we would come to the ¢ vongress and ask 
for an appropriation of $12 billion in any one year. The fact the 
figures were sent in is true. They were not simply rejected. They 
were examined. 

Mr. Passman. Evidently somewhere in the process of considering 
these figures at the many different levels this figure was considered. 
Ff At least those who suggested that figure must have had in mind if 
i they could convince you they needed this amount of money it would be 
E presented to Congress. Why would MAAG ever submit it if they 
' had no idea of having it presented to Congress? 

4 Mr. Gray. All MAAG’s were asked by Mr. Hensel—which I think 
was a very prudent and wise thing to do—to estimate what it would 
take if we were to supply the deficiencies which existed. I think you 
have to bear in mind they were thinking in terms of total deficiencies. 
This $12 billion figure was the sum total of their responses to this 
request. 

t is not clear to me, Mr. Chairman, that this $12 billion figure ever 
went to the Bureau of the Budget. 

Mr. McGutre. It never was discussed with the Bureau of the 
Budget or the White House either. 

Mr. Passman. I believe if you refer to your files you will find there 
is a press release using the same figure I have used here, indicating it 
was considered at all these levels, possibly not for a request but pre- 
liminary to a request had it not been reduced. 









































DEVELOPMENT OF 1957 MDA PROGRAM 


Mr. Gray. May I request that we be permitted to furnish you a 
description with dates of the process we went through and, at your 
discretion, we can put it in the record. 

Mr. Passman. Thank you, Mr. Secretary. We will accept that. 
(The following information was subsequently supplied:) 


FISCAL YEAR 1957 MDA PROGRAM DEVELOPMENT 


1. In April 1955, the Department of Defense forwarded the force and MDA 
objectives for fiscal year 1957 to the unified commanders requesting a realistic 
appraisal of : 

(a) The allied military forces in being and likely to be in being in their respective 
areas; 
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(6) The missions these forces could reasonably be expected to perform; and 

(c) The capabilities of the countries involved, politically, economically, an 
financially, to raise and maintain such forces. 

As a result of this request, the unified commanders caused studies to be con- 
ducted by the MAAG’s in each recipient country. These studies were coordinated 
with the United States Ambassadors and chiefs of the United States operations 
missions (ICA), as members of the country teams. Based upon these country 
team analyses and their own strategic considerations, the unified commanders 
submitted their estimates as to the total forces likely to be available and recom- 
mendations as to those forces which should be supported by the fiscal year 1957 
MDA program. 

Based upon the recommendations of the unified commanders, planning force 
bases for all recipient countries were established by the Department of Defense. 

2. In June 1955 the MAAG’s were requested to develop time-phased materiel 
and training requirements with proposed delivery schedules of equipment from 
fiscal year 1957 to fiscal year 1959 and beyond, by projects, with indicated priori- 
ties of projects. Assets in the development of these requirements included all 
approved programs through fiscal year 1955. These MAAG requirements reports, 
coordinated with the country teams, were reviewed by the unified commanders to 
insure consonance with war plans in their areas and United States objectives in the 
recipient countries. 

3. These requirements reports were received in Washington in September of 
1955 when the military departments priced out the projects submitted, conducted 
feasibility tests as to the advisability of items requested and made changes as 
required for operational or other reasons. The results of this exercise are as 
follows: 


Millions 
Value of projects proposed by the MAAGS_-______-_------.------- $12, 927. 1 
Reduction made by DOD agencies___..........-.-.-.--.----.----- 2, 395. 4 
EDA: PLLC ALL SBE aed 10, 531. 7 
Amount financed with fiscal year 1956 funds___...._._.-.--------- 592. 4 
Balance remaining... _.. § sass ocud Joh. badinwniiwint disbusxach dawal 9, 939. 3 
Financing required in fiscal year 1957.......-.-.---.-----..----.- 6, 221. 3 
Balance to be financed subsequent to fiseal year 1957___--_.__---_-- 3, 718. 0 


The materiel requirements reflected in the above figures show that the total 
requirements developed by the MAAG’s amount to $12.9 billion. The screening 
of this amount by the Department of Defense and its agencies for pricing and 
feasibility resulted in a reduction to approximately $10.5 billion. This amount 
was reduced by the $592 million funded in fiscal year 1956 to approximately $9.9 
billion which the MAAG’s requested be funded as follows: Approximately $6.2 
billion in fiscal year 1957 and the balance of approximately $3.7 billion in fiscal 
year 1958 and after, 

4. In light of the materiel requirements of United States forces, and in con- 
sideration of probable delivery capabilities, the Department of Defense, on 
November 15, 1955, reduced the proposed fiscal year 1957 MDA program to 
approximately $3,122.4 million. This program was presented to the Department 
of State, Bureau of the Budget, and ICA, in a joint meeting during the period 
November 17-19, 1955. After consultation with these agencies (State, Bureau 
of the Budget, and ICA), the official Department of Defense fiscal year 1957 
MDAP budget estimate was submitted in the amount of $3,024.8 million, 

A further presentation of the MDAP budget estimate was made to the NSC 
Planning Board and the NSC in early December 1955 and the final MDA program 
was established at $3 billion. 


PROGRAM CONTEMPLATED FOR 1957 


Mr. Lanuam. Were these deficiencies only for Europe or Europe 
and Asia? 

Mr. Gray. This was worldwide. 

Mr. Lanuam. Did you have to scale down the amount because of 
the partial breakup of NATO and the refusal of some of the European 
nations to meet the allocations that had been made to them, as I 
understand Belgium and England and France are doing? 
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Mr. Gray. Are you referring to the investigators’ report, or the 
development of the 1957 appropriation request. I am not sure 
whether you are asking an independent question or one related. 

Mr. Lanuam. I am asking an independent question. I think it 
would have to do with the deficiency you refer to in Europe, NATO. 
That was included in the $12 billion, as I understand. 

Mr. Gray. Yes, sir. But by and large the program we are now 
requesting for the NATO countries is a maintenance program and not 
a buildup program. In other words, the total in the bill for Europe 
for 1957 does not contemplate supporting additional forces, or any 
build up of forecs, and is largely maintenance except that portion for 
new weapons of about $500 million. Much of that, if granted, would 
go into Europe as new equipment, but by and large what we are doing 
in Europe is maintaining what they have. 

Mr. Lanuam. Thank you, sir. 


DEFINITION OF DEFICIENCIES 


Mr. Fernanpez. Mr. Secretary, when you speak of the deficiencies, 
do you mean the needs of these various countries to meet their com- 
mitments under NATO which they would be unable to raise? 

Mr. Gray. In part. Of course, as I have just indicated, this world- 
wide survey included certain non-NATO countries. In those cases it 
is not the same thing as a NATO commitment. 

Mr. Fernanpez. What do you mean by deficiencies? 

Deficiencies to do what? 

Mr. Gray. To equip and train the level of forces that we are 
supporting. 

Mr. Wica.esworts. Mr. Secretary, have you seen a copy of this 
investigators’, report dated February 3, 1956? 

Mr. Gray. No, sir. I do not know whether we have had a copy in 
my office. 

Mr. McGutre. To my knowledge we do not have a copy. 

Mr. PassMan. This investigators’ report was for the committee. 

Mr. Wiaaieswortn. It has been customary in other subcom- 
mittees, I think, in the event of using an investigator’s report, to 
present a copy to the agency affected so that it may have a chance to 
reply to any criticism. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. WieaLeswortH. I do not know to what extent this report 
is going to be used, but if it is going to be used I think the agency 
should have a chance to study the material and to respond to it if it 
cares to. 

Mr. PassMan. It will not be my purpose, as chairman of the sub- 
committee, to make any statements that are not according to authen- 
ticated information discussed at several levels and at subsequent dates 
placed in the report. 

As to your suggestion of giving them a copy of this report, I would 
rather wait until the full committee is here and discuss it and if, in 
their wisdom, they feel a copy should be given them, a copy will be 
given to them. 

Mr. Gray. It is difficult to respond, in these complicated matters, 
to something quoted from a report we have never seen. 
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Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. If you were given this report, you would give us an 
answer that could only be interpreted in one way? 

Mr. Gray. Yes, sir. 


FIRMNESS OF 1957 PROGRAM 


Mr. WiaciteswortH. Mr. Secretary, as you know, I think, I have 
pensonely been a supporter of this program in the past because I 

ave felt it has been absolutely vital and because I have seen no 
effective alternative. 

I have, however, on numerous occasions, supported reductions in 
requests made by the agency when, in my opinion, they have not been 
justified, and I have done what I could to try to bring about efficiency 
and economy. 

I want to say that I think from the standpoint of public opinion, 
which is vital if this program is to succeed, that it is necessary, not only 
that the people be convinced as to the objectives and purposes of the 
program, but also that it is in fact being conducted in a manner that 
is efficient and as economical as possible. 

In the investigators’ report dated February 3, 1956, which has been 
referred to and which I certainly hope you will receive a copy of, among 
other things the statement is made under the heading ‘‘Military Assist- 
ance Programing”’: 


Firm programs are not developed and established a reasonable period in advance. 


Would you say to this committee that the figures presented for its 
consideration are based in this instance on reasonably firm programs, 
or has not that goal been obtained as yet? 

Mr. Gray. You may recall that last year Mr. Hensel, I believe, 
presented this program, not on an illustrative country-by-country 
basis. This year we have endeavored to do so and we believe that 
the country figures submitted to you do reflect program requirements. 

Mr. WiaGLeswortH. I remember the presentation by your prede- 
cessor very well. I am confident that the presentation this year will 
show marked improvement. 

I understand your answer to be that these figures are presented on 
the basis of programs which you think are reasonably firm as of today? 

Mr. Gray. That is right, sir—in each of the countries. 

Mr. WiaeLteswortH. The further statement is made in the report— 

Program figures contained in presentations to Congress purporting to support 
appropriation requests are unrealistic as to content and overstated as to amount. 

Would you say to the committee that the figures presented at this 
time are reasonably realistic? 

Mr..Gray. We believe so. 

Mr. WiaGLeswortu. In respect to the programs which you say 
have been established? 

Mr. Gray. We believe they are. 


OBLIGATIONS AND EXPENDITURES 


Mr. WiGcGLesworta. I understand from what has been said either 


by you, or by others, that the figures for unexpended balances and the 
figures for unobligated balances are also considered to be reasonably 
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accurate and that the committee can proceed with the assurance there 
will be no such variations as we have experienced in these fields in 
years heretofore? 

Mr. Gray. We believe that to be the case; yes, sir. 

Mr. WiacLesworts. Now just to pull a few figures together first, 
on an expenditure basis, let us look at page 40 of volume 1 of the 
justifications. 

As I understand it the unexpended balance as of June 30, 1955, was, 
roughly, $6.2 billions to which we add new money for fiscal 1956 of 
$1,022 million, and $33.9 million of unobligated balances carried 
forward. That gives a total available for expenditure in the current 
year of $7,259 million; is that right? 

Mr. Gray. That is correct; yes, sir. 

Mr. Wice.Leswortn. Similarly, for fiscal 1957, you expect to have 
an unexpended balance of $5,059 million as of June 30, 1956; you are 
asking for $3 billion of new money and expect to return $28.9 million 
of unobligated balances to the Treasury, giving a total of about 
$8,030 million available for expenditure in fiscal 1957. Is that right? 

Mr. Gray. That is correct, yes, sir. 

Mr. WiaeLeswortn, And leaving an estimated unexpended balance 
as of June 30, 1957, of $5,530 million? 

Mr. Gray. May I comment on that last figure? We, I think, may 
find that in the next year——— 

Mr. Gray. Where are you getting those figures? 

Mr. Wiae_eswortu. Page I-40, volume 1. 

Mr. Gray. He is reading the top line of figures all the way across. 

The expenditures in 1957, Mr. Wigglesworth, may be above 

Mr. Wiae.eswortu. I have not gotten to the expenditures; 1 am 
talking about available for expenditure. 

Mr. Gray. Yes, sir; but in the next to the last column you 
referred—— 

Mr. Wiae_eswortn. I have not gotten to that. 

Mr. Gray. I am sorry. In any event, you will see the figure of 
$2.5 billion in next to the last column. 

Mr. Wiceieswortu. I have not gotten to that. 

Mr. Gray. Excuse me; I thought you used the figure in the last 
column. 

Mr. Wiaciteswortu. I used the unexpended balance of $5,530 
million as of June 30, 1957. 

Mr. Gray. But you have to come through the column just before 
that in order to arrive at that figure and if the expenditure rate in 
1957 is higher, as it may well be, then the $5,530,200,000 figure in the 
last column, will be correspondingly reduced. 

; Mr. Wiac.ieswortu. Are the figures I have given you correct so 
ar? 

Mr. Gray. Yes, with that qualification. 

Mr. Wica_eswortu. Now coming to expenditure, you show actual 
estimated expenditures in the current fiscal year of $1,353 million; 
do you not? 

Mr. Gray. Yes, sir. 

Mr, Wiceieswortu. And you show expenditures anticipated in 
fiscal 1957 of $2,500 million. You say there may be some variation 
in that figure; but this is your best estimate now; is it not? 
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Mr. McGuire. I wonder if I may speak to that? The figure you 
quote of $1,353 million is through March 31, 1956, and is not the 
figure for the full year. 

Mr. WiacLesworts. That is not for the full year. 

Mr. McGuire. $2.2 billion is for the full year. 

Mr. WicGLeswortsh. $2.2 billion? 

Mr. McGuire. It is the present estimate for fiscal year 1956 
expenditures. 

Mr. Wiccieswortx. And your best estimate at the moment for 
expenditure in 1957 is $2.5 billion; is that right? 

Mr. Gray. I think it will be above that, Mr. Wigglesworth. 

Mr. WicG.LeswortuH. Do you have a revised estimate? 

Mr. McGurre. I think it will be about $250 million more. 

Mr. WicGLeswortH. You mean it will be $2,750 million? 

Mr. McGuire. Somewhere in that neighborhood. 

Mr. WiacLeswortH. That means you are going to have, in terms 
of availability for expenditure, on the basis of your pending request, 
an increase of about $740 million, and you are going to have in terms 
of expenditure an increase of about $550 million; is that right? 

Mr. Gray. Yes, sir. 

Mr. PassmMan. Mr. Wigglesworth, just for information, may I state 
it is my understanding this estimate has come off of the press only a 
week ago. That being true, how could they be so quickly revised? 

Mr. Suaw. The expenditure estimate for fiscal 1957, as shown in 
this book, corresponds with the estimate for that year in the President’s 
budget. 

r. PassMAN. Mr. Wigglesworth is interrogating, but I thought 
that would be clearer to indicate that the estimate is fresh off of the 

ress. 

J Mr. Saaw. Yes; and that determination was carefully made b 
Mr. John Murphy of ICA in collaboration with us. Since the Presi- 
dent’s budget does show expenditures of $2.5 billion, we felt it. was 
more appropriate to use that figure in the official presentation; but, 
during the testimony before the committee, we would explain that 
steps are now being taken to increase the expenditures and show there 
might be an expenditure in excess of this particular estimate. 

r. WiGcGLEsworTH. The estimated unexpended balance as of 
June 30, 1957, of $5,530 million is equivalent to about 2 years of ex- 
penditure on the basis of the revised figure you have just given us, 
and to something more then that on the basis of the estimate given 
us in the President’s budget; is that correct? 

Mr. Gray. About twice as much; yes, sir. 

Mr. Wiccieswortu. Now what is the picture in regard to obliga- 
tions? I have looked at the preceding page, and I do not seem to 

et what I want to get out of it. How much did you have available 
or obligation in the current fiscal year for military purposes? 

Magi McGutre. Are you referring to the beginning of or the end of 
the year! 

r. WiccLteswortu. I want to know how much you have had 
available for obligation in fiscal 1956 which, presumably, includes 
your carryover of unobligated funds as of June 30, 1955, and the new 
money appropriated —— 

Mr. Gray. If you will look at page 39, which is the page just before 
the one from which you have been reading, the first column is entitled 
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‘“‘New Appropriation, Fiscal Year 1956.” Then if you will look down 
at the recapitulation by primary agencies, which is the third major 
line from the bottom, it is $1,022,200,000, plus $33.9 million reap- 
propriated. 

Mr. WicGLEeswortu. In other words, for 1956, you had a total of 
$1,043 million available for obligation; is that right? 

Mr. Gray. Yes, sir. That figure is made up of the two parts 
shown as subheads, ‘‘Military assistance” and “‘Direct-forces support,” 
and does not include $12.9 million DFS funds allocated to Interna- 
tional Cooperation Administration. 

Mr. WiccLeswortu. What will you have available for fiscal] 1957 
on the basis of the $3 billion request—about $3,171 million? 

Mr. Suaw. That is right. 

Mr. WiccLteswortnh. And you give us your actual obligations, or 
estimated obligations in fiscal 1956 as $860 million. 

Mr. Suaw. Yes, sir. 

Mr. WiaeLeswortu. What are your estimated obligations for 1957? 

Mr. Suaw. The estimate of obligations for 1957 would correspond 
to the availability—$3 billion. 

Mr. WiceLeswortH. You mean you would only obligate $860 
million in 1956 and are going to obligate $3,171 million in 1957? 

Mr. Suaw. Yes, sir; that is the plan. We are obligating practically 
all of our funds this fiscal year. Our current estimate is that we will 
obligate the entire availability except for $195 million in fiscal 1956. 

Mr. WiaeLeswortH. You told us, if I understood you, that the 
obligations for 1956 were $860 million. 

Mr. Suaw. Yes, sir. Our total availability for 1956 was slightly 
over $1 billion. I said we are estimating an unobligated balance of 
abour $195.5 million in fiscal 1956. 

Mr. WiaGcLteswortuH. How are you going to be able to obligate in 
1957 400 percent of what you obligated in 1956? 

Mr. Saw. This is simply an increase in activity of the program, 
sir. After you hear the presentation and have an opportunity to go 
through the country requirements, I think you will see how the 
aa of Defense proposes to implement the program in fiscal 
1957. 

Mr. WiceLteswortu. I hope so. Before we finish, I think the 
agency should explain to this committee and through this com- 
mittee to the Congress and the people the question which is never 
very clearly understood, why it needs a pipeline of 2 years or more 
in terms of estimated expenditure. I do not know whether this is 
the time to ask for the explanation, or whether you would make the 
same reply you have just made, that it will be developed as we get 
further into the detail. 

Mr. Suaw. No, I am prepared to give you a complete display of our 
fiscal perforance and our planned operations in fiscal year 1957. I 
have it here. The forms have not been distributed to the committee, 
because I was told the committee would prefer to talk to me after 
Mr. Gray completed his testimony. We have a complete breakdown 
of fiscal year 1956 fiscal data ready for distribution to the committee. 

Mr. WiacLesworta. And it would be more logical to go into this 
at a later time? 

Mr. Gray. I think it would, sir. 
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NUMBER OF EMPLOYEES 


Mr. Wicctissworts. From the point of view of personnel, Mr. 
Secretary, can you tell us what the present total is and whether there 
has been any material change up or down in the last year? 

Mr. Gray. You are speaking now of the personnel engaged in the 
administration of this program? 

Mr. Wicctesworta. That is right. 

Mr. Gray. I can give you the total authorized and assigned at 
the present time, but that is not directly responsive to your question. 
There is movement in the program. In some countries we are prepar- 
ing to phase down; in other countries there are increased numbers 
of people working in the military aid program. The total, overseas 
ad nanmened personnel charged to eiiibiettien, in fiscal year 
1955 was military, 2,100; United States civilians, 1,249; and locals, 
127. 

Estimated for fiscal 1956: Military, 2,373; civilians, 1,267; locals, 
327. 

Estimated for fiscal year 1957: Military, 3,251; civilians, 1,362; 
locals, 606. 

The ee indicate there has been an increase in 1956 over 1955. 

Mr. WieeLesworts. And in 1957 over 1956. 

Mr. Gray. Yes, sir. Because, for one thing, for the first time, 
we are administering operations in Korea which, up until recently, 
were under the Army and were not separated out. There is an 
increase in the figure of military personnel in Korea of 435 military 
which appears for the first time. Another substantial portion of 
the military increase is in Taiwan. I am taking some of the larger 
— If you wish, we can present an entire summary for the 
record. 

Mr. McGuire. We are planning, Mr. Wigglesworth, to present to 
the committee an entire breakdown by country and type, as part of 
the justifications for the request for administrative expenses. Mr. 
Shaw has these data along with the other figures and detail, if you 
desire to see them. 

Mr. Wiec.ieswortu. [ think it would be interesting. 

Mr. McGutre. My point is we want to give you all of the infor- 
mation. 

Mr. WiaGieswortu. I ask the question first, on a general basis 
and, second, because as the result of a trip which I took last autumn 
through the Near East and Asia, I believe a thorough review of 
personnel requirements ought to be made. I think, as you say, 
some posts may be a little undermanned, but I believe that others 
are considerably overmanned. And I think when you get to over- 
manning, whether in this field or the economic field, it tends to bring 
about bad relations rather than improved relations. So I hope, if 
it has not been done, that this phase of the matter can be carefully 
checked to see if we cannot save some personnel. 

I think I will withhold further questions until Mr. Shaw testifies, 
Mr. Chairman. 

OBLIGATIONS AND EXPENDITURES 


Mr. Forp. Mr. Secretary, is this statement correct, that in the 
case of obligations in fiscal 1956 you anticipate obligating slightly 
over $800 million; in fiscal 1957, obligating approximately $3 billion, 
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assuming that authorization and appropriations of that amount are 
available? 

Mr. Gray. That is correct. 

Mr. Forp. In the case of expenditures, in fiscal 1956 you anticipate 
expending $2.2 billion. 

Mr. Gray. Yes, sir. 

Mr. Forp. And in fiscal 1957, expending approximately $2.75 
billion? 

Mr. Gray. That is correct. 

Mr. Forp. It seems to me superficial, but anyhow there ought to 
be some further explanation of how those obligations can be accom- 
plished. But that may come later. 

Mr. Gray. I think Mr. Shaw is prepared to speak to that point. 


DELIVERY SCHEDULE 


I think it should be said in all candor, Mr, Ford, that we have not 
been satisfied with our delivery performance which, of course, is the 
expenditure performance. I have said earlier that we do not claim 
any sort of perfection for this program; but we do think we can get 
improvement in the delivery situation. That in part explains the 
difference in the expenditure figure. 

Mr. Shaw can go into considerable detail with you on that point. 

Mr. Forp. That brings up a question I did want to ask you on that 
point. 

In your prepared statement, on pages 6 and 7, it is brought out 
that your delivery schedule has not been what you hoped. 

Mr. Gray. That is right. 

Mr. Forp. During the current fiscal year. 

Mr. Gray. That is right. 

Mr. Forp. In many items, I know your delivery schedule is 
predicated on certain policies the Army may have for the extension of 
their production lines, rather than maximum production and then 
closing out all production facilities. It is their feeling that they 
would rather have a line going and have it extended for a longer 
period of time, rather than to have several production lines going and 
then terminate them all at an earlier date. 

Does that situation account for any of this problem you mentioned 
on pages 6 and 7 of your statement? 

Mr. Suaw. I think that certainly has been a factor with respect 
to some items. 

You understand, Mr. Ford, in the military aid program we have 
chosen, I think wisely, not to set up an entire procurement organization 
for the military aid. That would require tremendous numbers 
of people and great expense. We do make use of the procurement 
activities of the services and operating as we have in that manner we 
have had less than what might be called complete control over the 
delivery situation. However, some of the improvements that we 
expect to effect are coming about as a result of Mr. Wilson’s deter- 
mination to give this program its proper place and to make available 
to us the necessary authority. In some cases, when there might be 
a reluctance on the part of the services to make certain deliveries, he 
intends, as long as we exercise the authority reasonably, to make the 
authority available. And I think it is in the cards, because of the 
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complexity of this program and its worldwide nature. I do not 
think it is in the cards that anybody will ever be 100 percent satisfied 
with it; but certainly we are trying very hard to improve it. 

Mr. Forpv. Would you, either on or off the record—probably 
the latter—explain the kind of new weapons that are mentioned on 
page 6 of your prepared statement? 

(Discussion off the record.) 

Mr. Forp. Would you care to give on the record what your recom- 
mendation would be provided the recommendation of the legislative 
committee may become effective, namely, a reduction of approxi- 
mately $1 billion of authorization for fiscal year 1957? 

Mr. Gray. I can speak to that in general terms, Mr. Ford. If we 
had a cut of the magnitude which has been recommended by the 
House Foreign Affairs Committee, it would require a complete reevalu- 
ation of this whole program and we think it would have serious conse- 
quences. I think my associates are prepared to discuss in a little 
more detail where this money would have to come out of the program; 
but you will recall that the House committee seemed to say—it is 
not entirely clear to me that it was made mandatory—that only 
$402 million could be spent in the NATO countries. 

Mr. Forp. In contrast to what? 

Mr. Gray. Including what probably would be for new weapons, 
I think it would be about $1 billion. 

You can see offhand if you were limited to $400 million all of the 
new weapons (a concept of aid that was authorized) we might have 
available could very easily go into Europe. That would leave 
nothing for maintenance, training, or the replacement of attrition 
losses. On the other hand, if we provide for necessary maintenance, 
we might find ourselves estopped from including any new weapons. 
And if the Congress gives us that kind of authorization or appropria- 
tions this year, we would have a major reappraisal job of the whole 
program as it is now going forward. 


PROGRAM CONTEMPLATED FOR 1957 


Mr. Forp. I notice on page 5 of your prepared statement this 
sentence: 

Our program is essentially to maintain the quality of the defensive structure 
in Europe which we have worked so hard to achieve during the past 7 or 8 years. 
Do I understand that the program in Europe—I assume the NATO 
countries and those that are related—is at the level that seemed 
desirable, bearing in mind the foreseeable circumstances? 

Mr. Gray. That is correct. As I said earlier in response to another 
question, as far as Europe is concerned, the programs we have in 
mind and contemplate in the request to Congress are maintenance 
rather than buildup programs. e think what we are asking for is 
really the kind of thing that might be referred to as protection of the 
investment, to keep the forces that have been generated in being and 
to assist those countiies to continue the support without any signifi- 
cant buildup at all. 

Mr. Forp. As I understand, it is maintenance of the current status, 
plus integration of advanced weapons? 

Mr. Gray. That is correct. 
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Mr. Forp. And the estimated cost in fiscal 1957 of the program as 
submitted by the executive branch of the Government would be 
sngpenete y $1 billion? 

Ar. Gray. It depends somewhat upon the allocation of new 
weapons, which has not been finally determined. However, it is in 
that order of magnitude. 

Mr. WieeLeswortn. Of $1 billion? 

Mr. Gray. Yes, sir. 

Mr. Forp. Is that what we can look forward to in succeeding fiscal 
years for the maintenance of this status quo in Europe and NATO 
countries and related work? 

Mr. Gray. Your question is what can we look forward to? 

Mr. Forp. Subsequent to fiscal 1957. That may be a guess. 

Mr. Gray. Yes; 1 would have to guess. We will be faced with the 
problem of continuing to help maintain those forces. 

There are some areas in which we are working very hard to get the 
individual countries to take over i. e., the purchase of spare parts. 
We are now negotiating with some of these countries in an effort to 
get them to assume responsibility for a certain percentage of spare 
parts this year and a certain percentage next year. This is being done 
in the hope of ultimately phasing out of the spare-parts business. 
But I do not see how we can get completely out of the business. 


PROCUREMENT OF AMMUNITION 


Mr. Forp. What percentage of this $1 billion in fiscal 1957 is 
programed for ammunition? 

Mr. Gray. I will have to get some help on that. May I remind 
you that when we talk about $1 billion, we are including new weapons. 

Mr. Forp. I ask that question because it has been repeatedly called 
to the attention of the Army Panel on Appropriations that our own 
United States ammunition request dollarwise each fiscal year was 
strictly for the supplying of our own United States requirements, 
and our own United States requirements are considered adequate for 
our forces and our mobilization reserve program. However, it 
has been repeatedly pointed out that unless we build up ourammu- 
nition supplies of our allies, conceivably we could have a very severe 
burden on our own mobilization reserves in ammunition in case of any 
emergency. 

Mr. McGutrz. I do not have the figure before me on ammunition 
for Europe for which you asked, but the worldwide figure is about 
$383 million. 

We will be glad to supply you with a breakdown by areas. 

Mr. Forp. Can you give us, either on or off the record, the status 
of the ammunition reserve in the NATO countries? 

(The information requested was furnished the committee.) 

Mr. Gray. May we furnish that? 

Mr. Forp. I think that is a very important point. 

Mr. Gray. We will be glad to give you that information. 

(Discussion off the record.) 

Mr. Forp. Are we to have, during the subsequent presentations, 
a presentation on infrastructure? 

Mr. McGutrz. Yes, sir. 
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LOANS 


Mr. Passman. Mr. Secretary, last year when Governor Stassen 
came before the committee, we had some discussion about loans. Of 
course most of the loans are made out of economic aid and the tech- 
nical assistance program, rather than military; but it is my under- 
standing that under the authorizing legislation even the military could 
make loans. Is that your understanding? 

Mr. Gray. Yes; there is authority in the act. 

Mr. Passman. Of the amount of money expended or obligated in 
the present fiscal year, could you tell the committee what part of it is 
in loans? 

Mr. Suaw. $865,000. 

Mr. PassMAN. That was the total amount of loans out of military 
assistance program? 

Mr. SHaw. Yes, sir. In fiscal 1956 that is the total amount of loans 
out of military assistance. 

Mr. PassmMan. Of course, it will be our prerogative to pass upon the 
worth and value of those loans, as to whether they are worthless or 
could be collected or may be collected. Would you care to comment, 
Mr. Secretary, about the loans we are making—whether you recognize 
them as genuine loans that we can expect the countries to pay back? 

Mr. Gray. Yes, sir. I do not think we would be making them 
otherwise. 

Mr. Passman. You do not think you would be making them 
otherwise? 

Mr. Gray. No, sir. 

Mr. Passman. You think the loans we are making are on a very 
satisfactory basis; that the nations borrowing the money feel we 
are trying to help them and, on that basis, they will repay the loans? 

Mr. Gray. I have no reason to feel otherwise. 

Mr. Gary. Mr. Secretary, could you give us any information, 
either on or off of the record, on this dis scussion that is going on in the 
press with reference to the invitations extended to officers of our Air 
Force to visit Russia? 

(Discussion off the record.) 

Mr. Passman. Thank you. Mr. Secretary. We will recess until 
2 o’clock, when Mr. Shaw will be with us. 


May 28, 1956. 


STATEMENT OF COMPTROLLER OF INTERNATIONAL SECURITY AFFAIRS, 
DEPARTMENT OF DEFENSE 


WITNESS 


MARKELEY SHAW, ISA COMPTROLLER, OFFICE OF THE ASSISTANT 
SECRETARY, DEPARTMENT OF DEFENSE 


Mr. Passman. The committee will come to order. 


We have with us this afternoon Mr. Markley Shaw, ISA ben 
troller, Office of the Assistant Secretary of Defense. 
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I might state for the record we observe the absence of Mr. Hollister, 
the Director of the overall program. We certainly hope that at sub- 
sequent hearings he will be able to be with us part of the time. 

Mr. hha. ao you have a statement you wish to make to the 
committee? 

Mr. Suaw. Yes, sir, a very brief statement. I would like to read 
it if I may. 

Mr. Passman. You may proceed. 

Mr. SuHaw. Mr. Chairman and members of the committee, the 
committee has requested a presentation of the fiscal status of the 
military-assistance program. I have been designated to provide this 
information. Other officials of the Department of Defense are pre- 
pared to discuss the fiscal year 1957 reqness for funds. 

We have prepared various tables to illustrate the status of obliga- 
tions and expenditures and the volume of business performed under 
the common itém order system in accordance with the authority of 
section 110 of the Mutual Security Appropriation. Act of 1955 and the 
succeeding authority provided by section 108 of Public law 208 enacted 
last year. I would like to speak briefly in general terms about the 
basic figures. 

The committee will recall that at this time last year we were unable 
to report accurately on the status of obligations, since the fund avail- 
ability in fiscal year 1955 was not determined until the very end of 
the fiscal year. Certifications of unliquidated obligations as of June 30, 
1954 were not available; neither had the Air Force been able to deter- 
mine the value of the difference between deliveries and the expendi- 
tures recorded against military-assistance funds. Those questions 
were eventually answered. The unobligated balance at June 30, 1955 
was found to be $168 million, of which $33.9 million was reappropriated 
and made available in fiscal year 1956. The total of the Air Force 
refund to the military-assistance appropriation was $749 million; $302 
million of this amount was, by a special provision inserted by the 
conferees in section 108 of Public Law 208, made available for use in 
fiscal year 1956. The total funds for fiscal year 1956 are $738.9 million 
for military assistance and $317.2 million for direct forces support, for 
a total of $1,056.1 million. Of that amount $652.3 million was re- 
ported as obligated and reserved by April 30 of this year and it is 
estimated that $208.3 million will be obligated in May and June, 
leaving an estimated unobligated and unreserved balance as of June 
30, 1956 of $195.5 million. 

The unexpended balance at June 30, 1955 was $6,334.4 million; the 
estimated unexpended balance at June 30, 1956 is $5,059.1 million. 
The total expenditures in fiscal year 1955 were $2.3 billion, and the 
estimate of expenditures for ecek pane 1956 is $2.2 billion. 

There have been made available to each member of the committee a 
number of documents which it is expected you will wish to review insome 
detail. These fall into five categories: in the first category are four 
documents relating to the status of obligations for military assistance 
and direct forces support; there are two documents pertaining to ex- 
penditures and unexpended balances; one document itemizes fiscal 
year 1956 allocations of military-assistance funds to other agencies for 
administration; a schedule shows by service the number and value of 
common item orders issued in fiscal year 1955 under the provisions of 
section 110 and a similar schedule covers fiscal year 1956 orders; finally 
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there is a document showing the status of the common item order reser- 
vation account as of July 1, 1955 and as estimated at July 1,1956. All 
ofjthis material is unclassified. 

In addition to the material that has been distributed I have here a 
record of the funding actions that have taken place in fiscal year 1956 


tofdate. 
Mir Chairman, if the committee would care to, I think it might be 
helpful if we review the forms that are attached to this statement so 


that the members can see how we have set out the fiscal information. 
(Forms referred to follow:) 


STaTEMENTS FURNISHED TO HOUSE APPROPRIATIONS COMMITTEE, 84TH CONGRESS, 
2p SEssIoNn 


Annex A. Status of obligations, military assistance and DFS 
Summary of fiscal year 1956 appropriations. 
2. Actual and estimated obligations and reservations by months. 
3. Statement of fiscal year 1950-55 obligations and reservations 
by year and showing certified unliquidated obligations and 
reservations as of June 30, 1955. 
4. Status of lecal currencies. 
Annex B. Status of ditures, unexpended balances‘ 
1. Analysis of expenditures of military assistance and DFS funds 
as ot Moreh 31, 1956 with forecasts through June 30, 1956 
an : 
2. Actual and estimated expenditures fiscal year 1956 by months, 
Annex C. Fiscal year 1956 actual transfers to other agencies 
Annex D. Schedule of common item orders issued 
1, Fiscal year 1955. 
2. Fiscal year 1956. 
Annex E, Status of common item order reservation account as of July 1, 1955 and 
estimated for July 1, 1956. 


re tae AL ee oe oe 
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ANNEx A-1 


Mutual Security Program—Status of obligations, summary of fiscal year 1956 
appropriations 


[In millions of dollars) 


| vail- | : . Estimated unobligated 
o — — reser- | and unreserved balenes 
for . June 30, 1956 
obliga- 
tion | } 
and | Esti- To be 
| reser- | Actual | mated | Total, | re- 
| vation |through balance} fiscal | Total | turned 
fiscal |Mar.31,| fiseal year | 
“year 1956 year 1956 
1956 


/ 
Military assistance: 
Material, adjustment in settlements for 
oe fiscal year 1955 material de- 
DM errsacesasssrscsscesiseseectaaacloacame -|! 
Common items 
Offshore procurement 8 | 9. 86. 
Navy shipbuilding ‘ 3. 28. 
Training ; 6 20. 
Packing, crating, handling, and trans- | 


~ 


oor ao 


‘ : 10.0 10.0 
Infrastructure , 8} 26. 
Facilities assistance , Kt t- - BR 
Mutual weapons development .0 | 3. 12. 
International Military Headquarters. --.. 3.5 | 2. —0. 
Administrative expense 7 1] 215.3 7. 
Other miscellaneous and undistributed ome 9 

: —19, 


Subtotal, military assistance 738. 189.0 | 404.4 | 593.4 
Direct forces support |} 317.2) £50.99) 216.3 | 267.2 


ES OCOOoOrm 





~ 





| 239.9 | 60.7 | 860. 6 
| | 


1 Refund of overpayment made in fiscal year 1955 to be returned to the Treasury as a credit to the 1955 
account. 

2 Includes obligations of $3,977 by State Department for defense administrative expense costs. 

3 Includes items to be reclassified during May and June. 

4Ineludes obligations of $11,895 by ICA. 
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ANNEX A-2 


Mutual Security Program.—Actual and estimated obligations and reservations of 
military assistance and direct forces support funds by month 


[In. millions of dollars] 











Military assistance 
Direct forces 
Month support Total 
Obligations} Reserva- 
tions 
85.3 0 0 85.3 
—20.8 0 0 —20.8 
17.0 0 0 17.0 
10.5 0 0 10.5 
52.4 0 9.8 62.2 
20.9 0 15.1 36.0 
—29.7 0 20.8 —8.9 
v5.6 0 —4.5 51.1 
—2.2 0 9.7 7.5 
189.0 0 50.9 239. 9 
74.0 160. 5 157.8 392.3 
84.0 0 28. 5 112.5 
85.9 0 30.0 115.9 
a a i red 432.9 160. 5 267. 2 860. 6 
Estimated unobligated balance..................-..--.- 145.5 0 50.0 195.5 
Total fand availability.....................--.... 578.4 160. 5 317.2 1,056.1 


Note.—Includes obligations of military assistance funds by State Department and of DFS funds by 
ICA and State Department. Totals may not add due to rounding. 


Annex A-3.— Mutual security program, status of Department of Defense obligations, 
jiscal year 1950-565, for military assistance 


{In millions of dollars] 





Obligations and reservations Certi- 
fled un- 

Total | Less | liqui- 

obliga- |expend-| dated 

Program category tions/ itures | obliga- 


reser- \through) tions/ 
1950 1951 1952 1953 1954 1955 |vations,|June 30,| reser- 
1950-55 | 1955 jvations, 








June 30, 
1955 
Material: : 

Common items, prior 

to June 30, 1954, ac- 

BOR peer, oro lS 998.0) 3,959.3) 4,326.4)  183.2| 1,001. 2|—2,598.6) 7, 869. 5) 7, 869.5 0 
Common items, pro- 

I NU TN a ced cs aa 5, 310. 1) 5,310.1) 1,033.3) 4,276.8 
Offshore procurement-._}_...-..-|_------- 198.7) 1,956.5) 187.7) 255.1) 2,598.1) 1,277.5) 1,320.6 
Navy shipbuilding----_- 0.4 205. 5| 361.0 —2.3 71.6 18.7 655. 0 577.8 77.2 

Training -_._-_----- GEIS 5.1) 36. 0} 71.5 95.0 68. 5 34.6) 310.7) 265.8 44.9 
Packing, crating, handling, 

and transportation-.-_-_..-- 7.9 75.9} 110.6) 196.8) 129.8 82.9) 614.0) 592.9 21.0 
i | Ba sincss 114.9} 64.3| 399.2) 271.8) 127.4 
EN ID ual nncenanlobadeasalecacnesetenekneice 29.0 40.7 69.7 33 69. 5 
Mutual weapons develop- 

ee 8 5d RG ce win Sepia ciewaaes 19.1 21.4 40.5 3.0 37.5 
International military head- 

Na rial 6.0 3 7.8 5.2 19.3 15.0 4.3 
Administrative expense _-.-_- 3.7 22.5 32. 6 19. 6 14.0 14.8; 107.2) 103.0 4.2 
Other miscellaneous and 

undistributed programs.__- 63.3} 132.5) 211.7 2.2 32. 2 3.7) 428.2) 415.4 12.8 
Allocations to other agencies-| - ----.-- Seed |ocnwn-nnfownne nnn |annneowe|-on---n-]--nennen|-s--- 00 156. 2 
ee ge eee ee re ree eee nal : Paes 

ree 1,078.5) 4,431.7) 5, 538. 6 2, 451. 2 1,675. 9) 3, 245. 5,18, 421. 4.12, 425.1) 6, 152.4 

| | 


| 


Note.—Obligations and reservations for fiscal years 1954 and 1955 are certifled in accordance with the 
provisions of sec. 1311. Totals may not add due to rounding. 








560, Public Law 118, 83d Cong., as of 


Budgetary status of foreign currency made available by sec. 
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ANNEX B-2 


Mutual security program—Actual and estimated expenditures by months of military 
assistance, defense forces support, and common use funds 


{In millions of dollars] 





Military | Direct forces 











Month assistance support Total 
Actual: 

caries, 8.6 101.8 
NONE: \.<catcainnmabudand 6.1 90.8 
September 3.6 82.6 
Lo OS Rs he re ee 3.7 255.0 
November 2.4 117.9 
DN are Se 169. 6 6.3 2.0 117.9 
ei ole ce ead 129.0 4.3 3.8 137.1 
RR ss dee hee geek el 77.5 14.0 2.4 93.9 
RII az asiceiiacech iste coi aa aliens maicansietaines ache 294.0 5.3 1.1 300. 4 
NNN ich isaac a tla cans 1, 294. 1 29.9 33.8 1, 357.8 

Estimated: 
OS SE a ae ee 182.0 14.0 3.0 199. 0 
a a Ea ed 275.9 27.6 4.0 307.5 
ia as erie 8 eee 302.0 30.0 3.7 335. 7 
a i a ee he 2, 054.0 101.5 44.5 2, 200.0 
Less expenditures by other agencies___....--..- 125.0 12.9 44.5 182. 4 
Net DOD expenditures-_...............-- 1, 929.0 NAD Dictate seniciisiiictinies 2,017.6 


Note.—Includes expenditures of military assistance and direct forces support funds by other agencies: 
Totals may not add due to rounding. 


ANNEX C 


Statement of actual transfers from military assistance and direct forces support fiscal 


year soe) appropriations to agencies other than Department of Defense (as at May 
23, 1956 


Amount of appropriation transfers to 
other agencies 





Appropriation title 


International 
Cooperation | Department | Total other 
Administra- of State agencies 
tion 
Military assistance, executive, 1956 _.............-..--.------- $200, 000 $6, 474, 000 $6, 674, 000 
Direct forces support, executive, 1956....._........---.-------- 12, 896, 780 0 12, 896, 780 


asia chavo in tm les bean a at cglgtan ae 13, 096, 780 6, 474, 000 19, 570, 780 


All of the above allocations and transfers were for the benefit of programs for 
which Defense is responsible and not for the programs of the receiving agencies. 
Through its overseas missions State provides support for military assistance ad- 
visory groups (MAAG’s) in most countries, training missions attached to certain 
of the MAAG’s, and to the offshore procurement offices at various overseas sta- 
tions. The facilities of ICA have been utilized for procurement of certain com- 
modities for direct forces support and to support a small defense group not other- 
wise provided for. 


m 


es 
cs 


eum aes coe 


ao @ pwr" oe 
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ANNEx D 


MutrvaL DErensE ASSISTANCE PRoGRAM—RECcCORD OF CoMMON ITEM ORDERS 
IssuED FiscaL YEAR 1955 anp FiscaLt YEAR 1956 


The attached statements list all of the mutual defense assistance program com- 
mon item orders issued during fiscal years 1955 and 1956, through April 30, 1956. 
The amount of each order, the receiving agency, the total amount issued during 
each ronth, and the cumulative totals as at the end of each month, with a re- 
capitulation by fiscal year, are also reported. 

Cormon item order No. 16-5, issued to the Army on April 17, 1955, is a with- 
drawal of common item order No. 4-2, issued on February 8, 1955 which was 
originally issued to the Army to finance a portion of a direct forces support pro- 
gram which had been approved by the Assistant Secretary of Defense (ISA) on 
February 8, 1955. This order was withdrawn and a like amount was consolidated 
with the requirements for a direct forces support program under another appro- 
priation, in accordance with authority contained in a Presidential memorandum 
of determination of May 27, 1955. 

Corr on item order No. 31-6, issued under date of June 30, 1955, was to cover 
additional iters amounting to $14,049,841 and to adjust the cumulative total, 
by $24,552,191, which had previously been eliminated from common item order 
No, 3-1, dated February 1, 1955. ‘This adjustment was only to correct a clerical 
error in the cumulative total. It represented a net decrease of $10,502,350 in 
the cumulative total as at June 30, 1955. 
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ANNEX E 


Status of reservation account—Department of defense military assistance programs 


[In thousands of dollars] 


Total Army Navy Air Force 
de ense 


Total common item orders through June 30, 1955 $5, 310, 086 | $1, 510, 849 $334, 239 | $3, 464, 997 
Less: Expenditures through June 30, 1955 1, 032, 800 549, 305 76, 784 406, 710 

Unexpended reservations, cet 1, 1955 4, 277, 286 961, 544 257, 455 | 3, 058, 287 
Reservations, fiscal year 1956_---._- aaa 1 160, 450 405, 388 | 57,062 | (302,000) 


| 


Balance, unexpended reservations through June 
| 4,437,736 | 1, 366,932 | 314,517 | 2,756, 287 
Less: Anticipated 1 fiscal year “1956 6 expenditures as of | 
June 30, 1 tl hikes 997, 100 465, 500 | | 441, 600 
Estimated unexpended reservations June 30, 1956.| 3, 440, 636 | 901, 432 | 224, 517, 2, 314, 687 











1 Excludes $302,000,000 common item orders to be issued in fiscal year 1956 for materiel and equipment to be 
delivered or performed for military assistance purposes without reimbursement, pursuant to provisions 
of sec. 108, Public Law 208, 84th Cong. 


EXPLANATION OF FINANCIAL STATEMENTS 


Mr. Suaw. I will review the titles so we are all familiar with what 
is here and then I will answer any questions you would like to ask. 

The first one in the right-hand corner is called annex'A-1. It is 
the “Status of obligations, summary of fiscal year 1956, appropria- 
tions.”” Down the left-hand column is our standard stub and I think 
the members of the committee will recognize these program categories. 

The second annex, A-2, is a report of the actual and estimated 
obligations or reservations of military-assistance and direct-support 
funds by months this fiscal year. Annex A-3 is the statement of 
Department of Defense obligations, fiscal years 1950-55 for military 
assistance. It gives the obligations and reservations, total obligations 
and reservations, less expenditures through June 30, 1955 and ending 
with the certified unliquidated obligations and reservations as of 
June 30, 1955 

The next document, A-4, is a summary of the local currency that 
has been received by military assistance under the provisions of 
section 550 of Public Law 118. This is a local-currency statement 
showing what local currencies we have received and what have been 
obligated and paid to date. 

The second sheet of that document shows the local currency that 
has been made available to Defense through the operation of section 
(c) of Public Law 480, which is the Agricultural Surplus Disposal 

ct. 

Mr. Wiae.eswortu. That is in effect funds over and above those 
received through appropriations? 

Mr. Suaw. Yes, the 480, not 550. The money we received from 
section 550 is the result of a transfer of military-assistance funds or a 
use of military-assistance funds in prior years to purchase the com- 
modities which eventually Saal the local currency. 

The next sheet, annex B-1, is a large sheet. The upper half is 
very similar to the tabulation which appears on page I-40 of the 
presentation book, but below, the lower part, we have shown a 
distribution by program category, which is I think a little bit easier 
to understand. 
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Annex B-2 shows the actual and estimated expenditure by months 
of military assistance and direct forces support and common-use funds. 

Mr. Wiaeiteswortn. Is that in fiscal 1956? 

Mr. SHaw. Yes, sir. B-2 refers to 1956. Then annex C reports 
the amount of military-assistance funds allocated to other agencies 
in fiscal year 1956. No other funds were transferred or otherwise 
assigned to other agencies. 

Annex D is a chronological record of the common-item orders 
issued during fiscal year 1955, since the inception of that operation. 
The third page shows common-item orders issued in fiscal year 1956. 

Both pages of D-1 are for the orders issued in fiscal 1955 and D-2 
covers the orders issued in fiscal year 1956. 

The last document, annex E, is a statement of the reservation ac- 
counts showing expenditures through June 30, 1955, the July 1 
balance, reservations in 1956, and the anticipated fiscal year 1956 
expenditures as of June 30, 1956. 

Mr. PassMANn. Very well. 


AVAILABILITY OF FUNDS IN FISCAL YEAR 1956 


Mr. Shaw, what was the total amount of funds available for obliga- 
tion at the beginning of the present fiscal year? 

Mr. SHaw. $1,056,100,000 was the appropriation and _ included 
$33.9 million of reappropriated funds. There was also in fiscal year 
1956 $302 million made available by section 108 of Public Law 208. 
That $302 million is the part of the Air Force refund totaling $749 
million which we were not aware of when we appeared before this com- 
mittee last year. 

Mr. PassmMan. You are speaking only for the military-assistance 
program? 

Mr. SHaw. I am speaking only for military assistance -including 
direct-forces support. 


OBLIGATIONS AND RESERVATIONS AS OF APRIL 30, 1956 


Mr. Passman. What is the latest date for which you have figures 
relative to obligations and reservations? 

Mr. SHaw. The latest date of obligations and reservations is as of 
April 30, 1956. 

Mr. Passman. What are those figures? 

Mr. Suaw. The total amount reported as obligated and reserved 
on April 30 against military assistance and direct-forces support was 
$652.3 million. This is a preliminary flash report and as such is 
subject to correction. 

Mr. Passman. What was the total amount—— 

Mr. SHaw. May I interrupt and add that that does not include 
the reservation of the $302 million made available by section 108 of 
Public Law 208. It is difficult. We have to exclude tne $302 million 
when we talk about our appropriation but we have to take it into 
consideration when we talk about our total availability. This figure 
is without the $302 million. 

Mr. Passman. I would like to have it in total. 

Mr. Sxuaw. In total add $302 million to the figure I just gave you, 
which will make $954.3 million obligated or reserved by the 30th of 
April this year. 
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Mr. PassmMan. The $302 million is something that you found out 
you had after the bill cleared the House last year? 

Mr. SHaw. After it cleared the House but before clearing the 
conferees. 

Mr. Passman. What was the total amount available during the 
current fiscal year for obligation for the military? Break it down as 
to military assistance and direct forces support. 

Mr. Suaw. Yes, sir. 

Mr. Passman. Exclude the $302 million. 

Mr. Suaw. The figure is shown on the sheet, annex A-1. 

Mr. PassmMan. Just give the amount. 

Mr. Suaw. For military assistance $738.9 million and for direct 
forces support $317.2 million, for a total of $1,056.1 million. 

Mr. Wieeieswortn. The figure you gave this morning was $1.943 
billion. 

Mr. SHaw. That is correct, sir. May we explain the difference? 

Mr. Passman. Yes. 

Mr. SHaw. The answer is, sir, that the figure in the book that was 
referred to this morning does not include the $13 million that was 
allocated to ICA, $13 million of direct forces support money which is 
reported in one of the forms I distributed. 

Mr. Passman. How much do you have obligated as of the latest 
date? 

Mr. Suaw. The lastest date we have a report on is April 30. Those 
are the figures I gave you just a moment ago. The figures for April, 
May, and June which appear in our sheets are estimated. 

Mr. Passman. How much do you have reserved as of the latest 
date? 

Mr. Suaw. Of 1956 money we have $160.5 million, plus the $302 
million of the total of $1,056.1 billion which was our fund availability, 
$160.5 million has been used this fiscal year for common item orders. 

Mr. Passman. How much do you expect to obligate and/or reserve 
from the last date, April 30, until the end of the fiscal year? 

Mr. Suaw. The figure is approximately $203 million. As a matter 
of fact, it will not be reserved but will be obligated in May and June. 
That is the total amount we will obligate. 

Mr. Wiceiesworta. Which is what? 

Mr. Suaw. It is presently the unobligated balaace. 

Mr. Wiccieswortnu. Total of what? 

Mr. Suaw. $203 to $211 million, sir. 

Mr. WiceLteswortH. How much will be obligated and reserved in 
the fiscal year as a whole? 

Mr. Suaw. $860.6 million plus the $302 million. But the $860.6 
million compares to the $1,056.1 billion figure of availability. 

Mr. Passman. If we may refer to annex A-2 of your report, take 
the figures in the second category under ‘‘Estimated,’’ add May and 
June, and take in the third column over and we get an amount of 
$228.4; is that right? How would we reconcile that figure with the 
$203 million figure? 

Mr. Suaw. I think I used the word “approximately” 203. I said 
later it would be 203 or 211. When it comes to estimating the amount 
of obligations that will occur in May and June we cannot be very 
accurate because the funds are distributed to agencies, to the technical 
bureaus of the Army, Navy, and Air Force, and it is almost impossible 
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tose accurately but it is within, I should say, a figure of $20 
million. 

Mr. PassMANn. I know you want to be just as fair as you can in 
helping clear this up but when you read 1 set of figures in 1 place, 
and you insert another set of figures, it is rather difficult to reconcile 
them. At least the two sets of figures could be the same. 

Mr. Saw. In the statement, Mr. Chairman, I used the figure of 
$208.3 million, that will be obligated in May and June. 

Mr. Passman. Why would not the same figure be at both places? 
They are both estimated; are they not? 

Mr. Comerr. The $208 million balance was based on actual obliga- 
tions reported for April. 

Mr. PassMANn. For May and June? 

Mr. Comer. Not actual, but predicated on actual obligations 
reported in April, plus estimated obligations for May and June. 
Therefore, there is a $20 million difference between the two estimates. 

Mr. PassMaNn. It is an estimate in both places. I should think 
they would be closer together than that. We will pass it up for the 
time being. 


UNOBLIGATED AND/OR UNRESERVED FUNDS ON JUNE 30, 1956 


How much do you expect to have unobligated and/or unreserved 
at the end of fiscal year 1956? 

Mr. SHaw. $195.5 million. 

Mr. Passman. This $195.5 million will be cash on hand, unobligated 
and unreserved? 

Mr. SHaw. That is correct, sir. 


FACTORS CONTRIBUTING TO UNOBLIGATED BALANCES 


Mr. PassMan. This would indicate, if I may go back to a statement 
I made early in the hearings, that you actually had more money 
available last year than you could obligate. 

Mr. SHaw. May I comment on that, Mr. Chairman? 

Mr. Passman. I certainly want to be fair. 

Mr. SHaw. The answer is yes. 

Mr. PassMaAn. If we had not made a reduction in the estimate last 
year, you would have had a much larger unreserved and unobligated 
balance on hand? 

Mr. Suaw. No, sir; this is not necessarily true. The reason is we 
are operating under the handicap of trying to conduct a business 
which involves the purchase of military equipment with 1-year money. 
This makes is very, very difficult and no matter how much money we 
had, because of the fact that the Army, Navy, and Air Force and all 
their bureaus work for us, it would be impossible for us to control 
exactly the amounts obligated in the last month or the last 2 months of 
the fiscal year. 

Mr. PassMaNn. That is understandable, but had the Congress al- 
lowed an additional $400 million to $500 million, then, of course, 
there would have been a much larger unobligated and unreserved 
balance on hand. 

Mr. SuHaw. Not necessarily. If the Congress had given us more 
money for fiscal year 1956, a larger amount of money would have been 
applied against the procurement of items which are now appearing in 
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the fiscal year 1957 program. It is the military requirements which 
would govern the rate of obligation. If we had the sum, it would have 
been applied against items which are known to be necessary to 
accomplish the purposes of the program. 

Mr. PassMANn. How could you have an estimated amount of $195.5 
million on hand June 30 cabiliosked and unreserved? 

Mr. SuHaw. Another complication, Mr. Chairman, is the fact that 
some of our programs depend upon local currency that is developed 
through the operation of the economic side of the program. I am 
thinking specifically of certain construction projects which we have not 
been able to obligate completely this year because the local currency 
components of those projects have not been available. This is an 
instance, one of the explanations. 

Mr. PassMan. Would more money have alleviated that condition? 

Mr. Suaw. In that particular instance probably not. 

Mr. PassMAN. Then it is obvious that the unobligated and unre- 
served balances would have been larger; would they not? 

Mr. Suaw. No, Mr. Chairman. Knowing that we are coming up 
here this year witb a request for $3 billion to finance the procurement 
of military items needed by the countries we are assisting is indicative 
of what would have happened had we had more funds in fiscal year 
1956. We would bave initiated the procurement of a larger number of 
military items to meet those military requirements in fiscal year 1956. 

Mr. Passman. That being true, why did you not obligate the 
$195.5 million? 

Mr. SHaw. May I read a short breakdown of where this $195 
million will be? 

Mr. PassMan. Yes. 

Mr. WieeueswortH. What chart is that? 

Mr. SHaw. Right-hand column on A-1. The first figure in the 
right-hand column is $33.5 million. That is against “Offshore pro- 
curement.”’ We assigned to offshore procurement in fiscal year 1956, 
$90 million. However, as has been explained by Mr. Gary—and I 
am sure Mr. McGuire in later testimony will elaborate on it—we are 
making a very strong attempt to get foreign nations, with whom we are 
dealing under the offshore procurement category, to contribute a 
large part or at least a significant portion of the total contract. This 
means that we cannot obligate all this money, we cannot obligate it 
until we complete our negotiations with our correspondents. Con- 
sequently, we cannot control it accurately. We start the first of the 
year hoping to be able to complete these negotiations and this year we 
find that we will not complete $33 million worth of contracts. 

Another part is Navy shipbuilding. Once again we are operating 
with 1-year money. You cannot build shipsin 1 year. Consequently 
in order that the Navy may have commitment authority as they 
call it, in order that they may work out with a shipbuilder a plan for 
the construction of a ship, they must be able to assure that builder 
that they have funds available. So we purposely leave in the hands 
of the Navy an amount to cover their commitment. That total 
—— is never obligated in a single year. That accounts for $25 
million. 

The next is $47 million for infrastructure. The United States does 
not control the rate of obligations of the infrastructure funds. This 
is done by the NATO Council and consequently we have to use their 
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estimates of obligations. We go to the end of the year. This money 
wy A not be used for any other program purposes because of restriction 
of law. 

Mr. Passman. Why should this program be so different from 
programs operating under regular appropriation bills? Take the 
lower Mississippi and its tributaries. The Corps of Engineers gets 
an authorization for $1.2 million for a project. They get an annual 
appropriation against that. They start a revetment program that 
will run for 20 miles and get enough money to put in two and a half 
miles. Without the remainder the two and a half miles is a waste. 
They never know from one year to another how much money they 
will get to continue this program. Yet they take the available money 
and contract as far as the money lasts. 

Why does this program have to be so different from programs we 
have in our own country? Is it a question that they are afraid the pro- 
gram will be stopped overnight? 

Mr. Suaw. I do not think that is an important reason. I think the 
explanation lies in the fact that we are dealing with our own Army, 
Navy, and Air Force and they in turn are dealing with the army, 
navy, and air forces of 35 or 36 countries. The foreign forces are 
subject to the will and the actions of their own legislatures and parlia- 
ments. When we plan to do something it cannot be done solely on 
the United States decision. Other countries are concerned. Con- 
sequently the thing we talk of as a plan does not develop into an 
operation until a tremendous amount of agreement from the other 
ak iy yom in the total program is attained. 

Mr. PassmMan. To say the least, it is rather complicated. 

Mr. Suaw. It is very complicated. 


OBLIGATIONS AND RESERVATIONS IN APRIL 


Mr. Passman. Mr. Shaw, how much was obligated in the particular 
account during April of this year? 

Mr. Suaw. I am sorry, we do not have a detailed report of April 
obligations. 

Mr. Passman. However, the information you give to us brings you 
through April 30; does it not? 

Mr. Suaw. Yes; $412 million were reported obligated or reserved 
in April of this year. 

Mr. PassMAN. $412 million? 

Mr. SHaw. Yes, sir. 

Mr. PassMANn. How much was reserved? 

Mr. SHaw. $160.5 million was reserved. 

Mr. Passman. Is that part of the $412 million? 

Mr. Suaw. Yes, sir. 

Mr. Passman. What percentage of the total available funds was 
obligated and/or si during April? 


r. SHaw. About 35 percent. 
Mr. Passman. Thirty-five percent of the total funds was obligated 
during April? 
Mr. Suaw. Yes, sir. 
Mr. Passman. How did it stack up on you like that? When you 
get close to the end of the fiscal year does business pick up? 
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Mr. SHaw. No, sir. It is one of the difficulties that is caused by 
the 1-year appropriation. You realize that we are limited to what 
we can do at the end of the year. We submit a program for con- 
gressional consideration and ultimately there is an appropriation. 
The program for the given year has to be fitted to the appropriation. 
This is the first step that has to be taken. Remember we do not 
have complete control, that is, unilateral control. We must consult 
other authorities as we reshape the program to fit the funds available. 

Mr. PassMAn. Why does it necessarily take from July 1 of 1 year 
until April the following year to firm up a program whereby you 
obligate 35 percent of the total funds in that 1 month? 

Mr. Suaw. A large part of the program was funded prior to April. 
It happens that 35 percent of the program was funded in April. We 
do have the 20 percent restriction on May and June and I do not quite 
see how it would be possible for us to avoid this. I do not think this 
is a serious peak in our operations. 

Mr. Passman. Mr. Shaw, you might want to check your figures 
and reconcile them with the figures here because hastily adding up 
those figures, other charts indicated it would be nearer 39 percent 
obligated in April than 35. 

Mr. Suaw. That was not a figure, it was a quick computation. I 
did not know you wanted greater accuracy. 

Mr. PassMan. Make it as nearly accurate as you can. 

Mr. Suaw. Mr. Chairman, what was it, 39 percent? 

Mr. Passman. Of the total amount you stated approximately 35. 

Mr. Suaw. Of the total amount, whith does not include the $302 
million. If we add the $302 million to the $1.056 billion the percentage 
would be much smaller, 


ANTICIPATED OBLIGATIONS DURING MAY AND JUNE 


Mr. Passman. What percentage of the remaining amount available 
will be obligated or reserved during May and June? 

Mr. Saw. Roughly 19 percent of our availability is expected to be 
obligated in May and June. 

r. PassMAN. You indicated a moment ago, or at least our figures 
are nearly the same, approximately 39 percent of total available 
funds were obligated in the month of April. What was the obligation 
for each month of the fiscal year prior to April—obligations and 
reservations? 

Mr. SHaw. You wish to have these obligations by month? 
Mr. PassMAN. You can insert them. 
Mr. Suaw. They are shown on annex A-2. 


OBLIGATIONS AND/OR RESERVATIONS OF FUNDS ON JUNE 380, 1955 


Mr. Passman. Mr. Shaw, how much did you obligate and/or 
reserve on June 30, 1955? That was the last day of the fiscal year. 

Mr. Suaw. That is also shown in the annex papers. 

Mr. Passman. Would you mind stating the figure? 

Mr. SuHaw. The total common-item orders and the reservations 
for June 1955 was $997,326,292. 

Mr. Passman. It could be there is some confusion about my ques- 
tion. I was speaking of the 1 day, June 30 only, and not the month, 
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Mr. SHaw. $614,140,511. 

Mr. Passman. That was on the one day, June 30, 1955? 

Mr. Suaw. That was June 30, 1955. 

Mr. Passman. What percentage does that represent of the total 
available funds for that fiscal year? 

Mr. Suaw. Twenty-two percent, sir. 

Mr. Passman. In other words, of the available funds for fiscal 
1955, 22 percent of the total amount was obligated on the very last 
day of the fiscal year? 

Mr. Suaw. Yes, sir. 

Mr. Passman. What would have happened to those funds had you 
not been able to obligate them on the last day of the year? 

Mr. Saw. Those funds would have lapsed and been included in 
this year’s appropriation request. 


FACTORS INVOLVED CAUSING OBLIGATION OF FUNDS ON JUNE 80 


Mr. Passman. What changes have been made in these items for 
which reservations or obligations were made on June 30, 1955? 

Mr. SHaw. The common-item orders issued in fisca) year 1955 
were ordered by major items and categories against items which had 
been approved by the Department of Defense and ICA in the fiscal 
year 1950-54 and 1955 programs. 

Mr. PassmMan. They had been approved? 

Mr. SHaw. Yes, sir. 

Mr. PassmMan. Why was it necessary to wait until the very last 
day of the fiscal year before making reservations and obligations? 

Mr. Suaw. The 1950-54 program was being examined constantly. 
The 1955 program was made up. The revalidation of the prior year 
programs and establishment of the fiscal year 1955 program was 
completed early in the spring of 1955. It was not a program delay 
that resulted in the last of the year activity. It was because of two 
other things. One was the great difficulty we had in transferring our 
operations from the direct citation process to the process authorized 
by the Congress, known now as the section 110 procedure. 

There was also the difficulty we had in applying retroactivelv the 
1311 requirement, section 1311 of the Supplemental Appropriation 
Act of 1955, which required certification of obligations as of the end 
of fiscal year 1954. This was a most difficult task for the Department 
of Defense to perform and the testimony has already shown when the 
criteria for establishing the certified obligations were actually circu- 
lated in the Department of Defense. It was some time in May of 1955. 
It turned out to be an impossible task to accomplish the certification 
of obligations on record as of June 30, 1954 before the very end 
of the year. We could not know our fund availability without the 
certifications and consequently the Department of Defense and 
the Bureau of the Budget, who was responsible for apportioning the 
money, could not know what amounts were available to apportion. 

So it was due to the combination of the 1311 procedure and the 
terrifically complicated matter of applying section 110. 

I have used the figure of $749 million as representing the amount 
of money that the Air Force had to return to our accounts in fiscal 
year 1955 because of the excess expenditure of our money over the 
value of deliveries to MDAP. We did not know this until the very 
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end of the year. Consequently it was our inability to know our fund 
totals that was the explanation of why we waited until the 30th of 
June to fund that much program. 

Mr. PassMan. In other words, in just a few hours you would have 
lost 22 percent of your total year’s appropriation? 

Mr. SHaw. If we had not reserved that money, that is what would 
have happened. 

Mr. Passman. Do you think it is rather unusual that on the 365th 
day of the fiscal year this program could be firmed up so positively 
and accurately that you could obligate those funds, or do you think 
some funds were inaccurately reserved or obligated? 

Mr. SHaw. We do not agree the money was inaccurately obligated. 

Mr. Passman. You have given an explanation, but I will ask you: 
Do you think your explanation would be sufficient if you were trying 
to convince 435 men that your system is such that you can wait 
until the last day, almost the last hour of the fiscal year, to obligate 
22 percent of the annual appropriation? 

Mr. Suaw. The system we had to observe last year was the system 
agreed to by the Congress of the United States. It was the system 
imposed by the Congress of the United States, with our concurrence. 
We were very happy to see these revised procedures. But the tech- 
nicalities, necessitated by the law itself, were the obstacles. 

Mr. Passman. When did those revised procedures you are referring 
to take effect? 

Mr. Suaw. The 1,311 certification procedure took effeet retroac- 
tively as of June 30, 1954. 

Mr. Passman. When were they brought to your attention? 

Mr. SHaw. The Secretary of Defense approval was, I think, in 
May 1955. The criteria were to be applied against items of record as 
of June 30, 1954. 


ADJUSTMENTS MADE IN OBLIGATIONS RECORDED ON JUNE 30, 1955 


Mr. Passman. Mr. Shaw, I shall not ask you to list all the changes, 
but may I ask you to state for the record a few of the changes that 
have been made in the items for which reservations or obligations were 
made in June 1955? 

Mr. SHaw. The Comptroller General, in reporting to the Senate 
Foreign Relations Committee the other day, made the statement that 
no material changes in common item orders were made. There are 
adjustments in our programs throughout the year. We do lean 
heavily on the military departments to assist in the development and 
execution of the programs. It is our responsibility, and other people 
of higher importance than I will talk about the manner in which the 
Department of Defense tries to meet the objectives of the program 
by seeing to it that military items are supplied to the countries at 
times when they will best fit in with the operations of the countries 
involved. Our system has flexibility in determining the type of 
equipment. For example, there are many types of 2%-ton trucks, 
hard top and soft top and so on. The military departments can best 
determine which of the models, depending on availability, is the one 
that should actually be delivered. As far as we are concerned we have 
complete confidence in the departments to select the best or most 
appropriate equipment. 
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Mr. PassMANn. Do you mean to indicate for the record you know 
of no significant changes made in the reservations or obligations in 
June 1955? 

Mr. Suaw. We do not know of any significant changes in the 
materials being purchased. There was an adjustment totaling $24 
million in one of the common items. Mr. Comer will know about that, 

Mr. PassMan. One item made a change of $24 million? 

Mr. Suaw. I have a statement here, on a sample basis, which says 
the Army procurement adjustments represent 6 percent of the $453 
million common item reservations, and that these adjustments include 
changes and program deviations approved by the Department of 
Defense and ICA. 

Mr. Passman. What percentage is that? 

Mr. Suaw. Six percent. The Air Force program adjustments 
represent 13 percent of the $475 million common item reservations. 
Most of these deviations were made in November 1955. 

We do not believe there is anything wrong in showing that there 
is a 6 percent or a 13 percent adjustment to the program that at one 
time is ordered. To the contrary, we think this is evidence that the 
military services are staying on top of the job and are trying very 
hard to deliver to the countries the items needed for their use. 

Mr. Passman. Then luck was with you to be able to obligate 22 
percent of your total funds on the last day of the fiscal year and have 
so few changes made? 

Mr. SHaw. The value of the total program exceeded by far the 
amount of money available. There was no. difficulty in obligating 
the money. It was unfortunate it had to be done on that day, but 
the Congress had made the money available and it had been deter- 
mined this was a military necessity. The ICA had approved the 
program, the State Department had approved the program, and we 
thought we did the right thing. 

Mr. PassMan. I think you were trying to get it obligated as late as 
5 o’clock in the afternoon on that last.day? 

Mr. Suaw. I was there. 

Mr. PassMANn. You were almost obligating in the last hour rather 
than the last day. 

Mr. Suaw. The other day I agreed it was a difficult exercise. 

Mr. Passman. I want to commend you for your very frank state- 
ment. This matter was somewhat confused last year and I am glad 
we are doing something about straightening it out. 

Mr. SuHaw. This morning the chairman asked if there was likely 
to be a duplication of last year’s performance. I would say the figures 
we have given you this afternoon would indicate there is not the 
slightest possibility of encountering that kind of problem. 

Mr. PassMAn. Maybe the misunderstandings were a blessing in 
disguise, then. 


ESTIMATED UNEXPENDED BALANCES AS OF JUNE 80, 1956 


What was the estimated unexpended balance for June 30, 1956, as 
of March 1, 1956? 
Mr. Suaw. The original estimate that we had in the books that 





159 


went to the House Foreign Affairs Committee was $297 million. 
That was our estimated unobligated balance as of June 30, 1956. 

Mr. Passman. That was the estimated unexpended balance? 

Mr. Suaw. No; the estimated unobligated balance. Maybe I mis- 
understood your question. 

Mr. PassMaAn. I want to know the sum of the estimated unexpended 
balance for June 30, 1956, as of March 1, 1956. 

Mr. Suaw. $4.7 billion. 

Mr. PassMan. $4.7 billion? 

Mr. Suaw. I had better make it $4.8 billion. 

Mr. Passman. What do you estimate the unexpended balance will 
be on June 30, 1956? 

Mr. Suaw. The unexpended balance as of March 31 was $5,905 
million. 

Mr. Passman. On March 1 you had an estimate as to what the 
unexpended balance would be on June 30, 1956, and I believe your 
answer is $5,905 million? 

Mr. Suaw. No, sir. I misunderstood the question. 

Mr. Passman. Let me ask the question again. On March 1 you 
made an estimate of what the unexpended balance would be on June 
30, 1956. What was that estimate? 

Mr. SHaw. $4,779,700,000. 

Mr. PassmMan. At this time what do you estimate the unexpended 
balance will be on June 30, 1956? 

Mr. Suaw. $5,059 million. 


TABLE OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 


Mr. Passman. Mr. Shaw, will you furnish a table for the record 
showing the expenditures by the year on this program giving the total 
and then breaking down each year’s program between military and 
the other programs? 

Mr. Suaw. Are you talking about the total program? 

Mr. Passman. Yes. 

Mr. Suaw. Yes, sir. 

Mr. Passman. Mr. Shaw, would you also furnish a table for the 
record showing the total unexpended balance for each year? Also 
furnish a table showing the unexpended balance for military alone for 
each year, and then a table showing the same information for all 
other phases of the program. Also, furnish a table showing the un- 
expended balance each year for technical assistance. Include in that 
table, if you will, the amount appropriated for military and the amount 
expended for each year since the inception of the program; and the 
same information on economic aid and technical assistance. 

Mr. Murpuy. The military assistance program started in 1950. 
* gg want to pick it up there and bring it forward? 

» PassMAN. Yes. That should be far enough back on all three 
salto 1952, 1953, 1954, and 1955. That will be 4 years. 

Mr. SHaw. We have that information. 

(The following information was furnished later:) 


78669—56——11 
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Mutual security program—Summary status of appropriations and expenditures 
fiscal year 1952-55 


{In millions of dollars] 























Adjusted appropriations Expenditures Unexpended 
os — a | U acti 
| Re- 
Fiscal | turned 
year Non- Non- or re- Non- 
Military| military | Total | M ilitary |military’) Total | served | Military| military | Total 
| for re- 
| turn to 
| Treasury 
hiceda: |- 2 ; he a 
1952___- 5, 267. 2 2,015.1 | 7,282.3 | ‘2,384.7 | 2,147.8 | 4,532.5 |__- ‘ 8, 434.9 | 1,460.2 | 29, 895.1 
1953__....| 4,097.8 | 1,914.1 | 6,011.9 | 3,956.1 | 1,766.6 | 5,722.7 | —121.7 | 8,460.4 | 1,602.2 10, 062. 6 
1954 _.| 3,219.4 | 1,504.5 | 4,723.9 | 3,628.5 | 1,246.9 | 4,875.4 | —346.5 | 7,732.6 | 1,832.0 9, 564.6 
1955... 949, 3 1, 855. 2 | 2, 804.5 | 2,311.2 | 1,953.1 | 4,264.3 | —160.5 | 6,236.9 | 1,707.3 7, 944.3 
| 





1 Funds for ‘‘technical cooperation”? were not expressly appropriated for this function in 1952-54 being 
included and commingled in some instances with appropriations made for economic assistance programs. 
For the above reason, expenditures for ‘‘technical cooperation,”’ as it is now defined, are not available on 
comparable basis for this period. The adjusted technical cooperation appropriation for fiscal year 1955 is 
$128.6 million. Expenditures in 1955 from 1955 and prior year funds were $104.8 million and the unexpended 
balances were $125.1 million. 

2 Includes unexpended from prior years in the amount of $7,145.3 million. 


NotTe.—May not add exactly because of rounding. 


DEOBLIGATION OF FUNDS IN OFFSHORE PROCUREMENT PROGRAM 


Mr. Passman. Mr. Shaw, will you refer to annex A-1 attached to 
your general statement. Under common use items, offshore procure- 
ment, actual through March 31, 1956, you show a minus of $29.8 
million. 

Mr. Suaw. Yes, sir. 

Mr. Passman. And in the next column you show an estimated 
balance for the fiscal year of $86.1 million plus? 

Mr. Suaw. Yes, sir. 

Mr. PassmMan. What are you going to do with the offshore pro- 
curement balance? 

Mr. Suaw. The minus $29.8 million which you refer to is a deobliga- 
tion of offshore procurement money. This was brought about by the 
fact that ICA made available to us local currency which had been 
purchased with military assistance money some time ago. That is, 
the MDAP money was made available for the generation of the local 
currency. It is the practice of Defense, when we recover local cur- 
rency against a prior transfer, to utilize it as quickly as possible, so it 
calls for a deobligation of dollars and the use of local currency in lieu 
thereof. 

Mr. PassmMan. What are you going to do with the $86.1 million? 

Mr. Suaw. The $86.1 million has been assigned to the program and 
all of that will be obligated this year except $33.5 million. 

Mr. Passman. For what will it be obligated? 

Mr. Suaw. For the items which are being purchased under offshore 
procurement contracts. These categories can be identified by people 
in the room. I know some of it is for ammunition made abroad for 
guns being used by our allies which were also manufactured abroad. 

Mr. Passman. The deobligation of $29.8 million, what year was 
that made? 

Mr. SuHaw. The deobligation occurred in this fiscal year. 

Mr. Passman. Was that part of the 6 percent you referred to de- 
obligated the last hour of the fiscal year? 
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Mr. Suaw. No. This is direct obligation. The military services 
cite military-assistance money when they obligate those funds. 

Mr. Passman. You indicated the $29.8 million was obligated during 
the present fiscal year and deobligated dwing the present fiscal year. 
Is that correct, or did you say that? 

Mr. Suaw. I am told the obligation occurred in prior years and 
was deobligated this year because it was an amount of funds yet to 
be paid against a contract that was negotiated sometime ago. It was 
deobligated this year because local currency became available this 
rear. 

, Mr. PassMaANn. Can you state for the record when you deobligated 
this particular item? 

Mr. SuHaw. We can give you the exact details. 

Mr. Passman. And the year it was obligated? 

Mr. Suaw. Yes, sir. 

(The following information was furnished :) 


The composition of the $29.8 million offshore procurement deobligation during 
the period July 1, 1955, through March 31, 1956, is: 


$13, 177, 229 
Air Force 17, 792, 159 


Total gross deobligations 30, 969, 388 
i RT CN ici nan senenacsscnyenns eas Uiaee ne weitod 1, 203, 228 


Net deobligations 29, 766, 160 


Approximately $9.6 million of the Army deobligations cover adjustments in 
over 100 contracts for such reasons as price reductions due to changes in specifica- 
tions, the deletion of individual items, and price redeterminations. The balance 
of the deobligations cover contracts originally awarded as a dollar obligation but 
for which local currency can now be used in settlement of the original dollar 
obligation. 

The Air Force deobligation represents the cancellation of a contract between 
the United States and the Netherlands Governments covering Hawker-Hunter 
aircraft, This contract was entered into in April of 1953. 

Mr. PassmMan. Let us check the same page, annex A—1, the second 
item in the second category, P. C. H. and T. It shows available for 
obligation and reservation, fiscal year 1956, $110 million; actual 
through March 31, 1956, $73.4 million; and estimated balance, fiscal 
year, $36.6 million, making a total for fiscal year 1956 of $110 million. 
Is that correct? 

Mr. SHaw. Yes. 

Mr. PassmMan. How could you have an unobligated and unreserved 
balance on June 30, 1956 of $10 million, because when you subtract 
$110 million from $110 million you get zero, do you not? 

Mr. Suaw. It looks very much like a mistake. I would like an 
opportunity to correct that. 

P. C. H. and T. is paeking, crating, handling, and transportation. 
The amount of the P. C. H. and T. used each year depends on the 
amount of deliveries to be made each year and not the size of the 
program funded during the current year. I see there is a mistake 
there. 

Mr. PassMan. You will correct that? 

Mr. SHaw. Yes. 
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APRIL OBLIGATIONS AND RESERVATIONS 


Mr. PassMan. You stated you obligated $412 million in April. 
Annex A-2 shows $392.3 million was obligated and reserved in April. 

Which figure is correct? 

Mr. Suaw. I am told that the difference is that annex A-2 shows 
that this is estimated, whereas we subsequently had actual figures for 
April. : 

Mr. PassmMan. When did you prepare these sheets? 

Mr. Suaw. These sheets are dated May 24, 1956. 

Mr. Passman. And they are actual? 

Mr. Suaw. No. They are estimated for April, May, and June. 

Mr. Passman. Are the sheets made subsequent to May 24 actual? 

Mr. Suaw. When we made this sheet apparently we did not have 
available the April obligations. We estimated April, May, and June. 

Mr. Passman. The dates are close together, and you will admit it 
is confusing. 

Mr. Suaw. There is a discrepancy between the two figures. -I 
should like to insert in the record an explanation of the difference. 

Mr. PassMan. Without objection, it may be inserted in the record 
at this point. 

(The information furnished is as follows:) 

Annex A-2 shows the April obligations and reservations of $392.3 million as 
estimated. The $412 million figure represents the actual obligations and reserva- 
tions as reported for April. The difference of approximately $20 million represents 


the difference between an estimated and a reported but unsupported figure of 
actual performance. 


AVAILABILITY OF LOCAL CURRENCIES FOR MILITARY ASSISTANCE 
PROGRAMS 


Mr. Passman. Mr. Shaw, under Public Law 480 are local curren- 
cies available beyond your appropriations, or do you purchase the use 
of such local currencies with dollars? 

Mr. Suaw. The Public Law 480 currencies for Pakistan came under 
authority of section 104 (c), which means they are free to this pro- 
gram. ‘That money is not used to purchase materials and supplies 
in the United States. It is being used to construct military facilities 
in Pakistan for the Pakistanians. We show the availability, and in 
this instance it means an increase in our total availability for the year 
because we can accomplish a larger project than we otherwise would 
be able to do. This is given full consideration in the total program 
for that country. 

Mr. Passman. Can you estimate the amount of Pakistan currency 
that will be available for the present fiscal year? 

Mr. Suaw. No, sir. We expect very little local currency to be 
available to military assistance as a result of Public Law 480. 

Mr. Passman. Ifyou receive local currency from the ICA program 
for offshore procurement resulting in deobligation this year, is that not 
supplementing funds available for 1956 by the same amount? 

Mr. Suaw. It depends how you look at it. The Congress recognized 
that military assistance money would be used to purchase surplus 
commodities which in turn would generate local currency, and the 
Congress contemplated we would have returned to our availability 
in lieu of dollars a lesser amount of local currency. That is what 
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happened under section 550 of Public Law 118. As the local currency 
comes back it increases our availability the year it returns. 

Mr. Passman. Would it be possible to furnish the committee a list 
of the available currencies in all the nations where we generate foreign 
currencies for the military program? 

Mr. SuHaw. There is a list here, there is nothing I can add to it, of 
the moneys available for defense. It is annex A-4. 

Mr. PassMANn. Well, then, you have anticipated, have you not? 

Mr. SHaw. We anticipated we would be asked this question, and 
that is why we included this statement on local currency availability. 

Mr. Passman. What chart are you referring to? 

Mr. SuHaw. A-4. The last column on the right, at the bottom of 
that column, shows there is $16 million available for use in these coun- 
tries from money previously transferred for the generation of local 
currency. 

Mr. PassMan. That is in six countries? 

Mr. SHaw. Yes. 

Mr. Wiaeiesworts. In fiscal 1957? 

Mr. Suaw. It is available whenever we find a use for it. It depends 
where we have offshore-procurement programs and facilities-assistance 
programs, which are the only projects for which we can use local cur- 
rency. 

It must be remembered that the recipient countries themselves do 
contribute toward their defense operations, and consequently the aid 
we give is usually dollar aid, that is, materials that have to be acquired 
with dollars. 


AVAILABILITY AND USE OF LOCAL CURRENCIES FOR ENTIRE PROGRAM 


Mr. Passman. Mr. Murphy, could you state the total available 
foreign currencies under Public Law 480 for the entire program, mili- 
tary, economic, and technical aid? 

Mr. Murpny. Yes. I have a table that will answer that. 

Mr. PassMAN. Without objection you may insert it in the record 
at this point, and we will not ask you to read it. 

(The table referred to is as follows:) 


The following table shows by country and in terms of dollar equivalents the 
amounts of foreign currency expected to be available as a result of sales of surplus 
agricultural commodities under title I of Public Law 480 based on sales agree- 
ments signed through May 15, 1956. The Department of Defense is responsible 
for the administration of programs under section 104 (c): ‘To procure military 
equipment, materiels, facilities, and services for the common defense;’’, and the 
Director of ICA is responsible for the administration of programs under sections 
104 (d): ‘For financing the purchase of goods or services for other friendly coun- 
tries;’’, 104 (e): ‘For promoting balanced economic development and trade 
among nations;’’, and 104 (g): “For loans to promote multilateral trade and 
economic development, made through established banking facilities of friendly 
nations from which the foreign currency was obtained or in any other manner 
which the President may deem to be appropriate.” 

Substantially all of the sales agreements involved were either signed or under 
negotiation at the time of the preparation of the mutual security program esti- 
mates for fiscal year 1957, and to the extent that any relationship exists between 
the purposes for which the foreign currencies are to be utlized in the respective 
countries and the mutual security program (if any) in the same countries, the 
programs are complementary and may not be considered substitutable. In other 
words, the proposed mutual security programs for fiscal year 1957 assumed the 
availability of foreign currencies in the amounts shown from Public Law 480. 
With respect to the $455.9 million planned for utilization under section 104 (g), 
it is to be noted that no program of economic assistance (other than technical 
cooperation) is planned for fiscal year 1957 for half of the countries listed. 
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COMMON-USE ITEMS 


Mr. WiaeLeswortnH. You indicate, as I understand it, that of the 
total of the $5,059 million estimated unexpended balance as of June 30, 
1956, $3.4 billion will be reserved. Does that represent a good many 
items or a few items? 

Mr. Suaw. This represents hundreds of items. 

Mr. Wiacteswortn. Hundreds? 

Mr. SHaw. Yes. You understand the definition of common items. 
A common item is an item that is common to United States military 
requirements, Army, Navy, Air Force, or Marine, and common to 
the forces we are maintaining abroad. So this means a whole range 
of hard and soft goods known as military equipment, including spare 
parts and other small items. 

Mr. Wiae.eswortn. I do not want to encumber the record, but I 
wonder if you could furnish for the committee a breakdown by major 
categories so that we could get a picture of what that $3.4 billion 
represents? 

Mr. SHaw. We can do that very readily. We have worked out 
with the Army, Navy, and Air Force, roughly 100 items each which 
we classify as major items. They appear in the program. Mr. 
McGuire points out they are in the presentation books. We have 
identified the major items showing by country those provided in the 
1950-56 program, those that are proposed for the 1957 program, what 
is delivered, and what is yet to be delivered. 

Mr. Wiaeieswortn. And these are all items which are regarded as 
essential in the long run for the program, but no one of which will 
constitute a technical obligation as of the end of this fiscal year? Is 
that right? 

Mr. SHaw. Do you refer to our reservation account? 

Mr. WiaGcieswortnu. Yes. 

Mr. Suaw. We issue an order to the service promising to pay them 
upon delivery. That was the key feature of section 110, we would 
not use our money until delivery is achieved. The services, when 
they are about to deliver, obligate our money as quickly as possible 
and reimburse their appropriations so the obligation of MDAP funds 
occurs at the time the delivery is achieved. The obligation for pro- 
curement is against the service appropriation. 

Mr. Lanuam. Is there one procurement agency for all the services? 

Mr. Suaw. No, sir. The Department of Defense is making progress 
in assigning single purchase authority. For example, the Army is 
now purchasing all the vehicles, I believe, used by the Army, Navy, 
Air Force, and Marines. The Navy would purchase the ships, and 
I think petroleum and petroleum products. 

Mr. Lanuam. They have been saying they are making progress for 
10 years. I remember when I was on the Expenditures Committee 
they were trying to do it then, and they have not done it yet. 

Mr. SuHaw. They have in some categories. 

Mr. Lanuam. They are very slow. 

Mr. Suaw. It is a very intricate thing. 

Mr. WieeLteswortH. Does what you say go to all items in the 
reserved-item category? 

Mr. SuHaw. Yes. The only money that is in that reservation is for 
an order on the Army, Navy, or Air Force. All other military assist- 
ance funds are obligated directly. 
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SALES TO MDAP BY MILITARY DEPARTMENTS 


Mr. Wieeteswortu. The investigators’ report has been referred 
to. Inspeaking of World War II and less-than modern items included 
in the program, the statement is made that the Army bas billed many 
of these items to MDAP at 170 percent of the acquisition cost, and 
thus the funds of the Army, and to a lesser amount the funds of the 
Navy and Air Force, are augmented at the expense of MDAP. 

Have you any comment on that? 

Mr. Suaw. Yes. I would say the statement is inaccurate in that 
it says the major part has been sold at 170 percent. This is not quite 
correct, 

Mr. Wiage.teswortu. It says many items. It says these items 
comprise a substantial amount. 

Mr. Suaw. Substantial. Then I withdraw my objection. When 
section 545 of the act was passed by Congress, it authorized this kind 
of sale at these prices. We are following or have been following the 
law in using that as the transfer price. The legislation was adopted 
at a time when procurement prices were rising very rapidly, and in 
order that the service would not be handicapped by the disposal of 
an item and faced with the requirement to spend larger sums for its 
replacement, the Congress, in its wisdom, decided to authorize this 
kind of price formula. We have come to the point we think it would 
be fairer if we could base our prices of used and aged material on its 
actual condition, and that is proposed as an amendment to section 545. 

Mr. WieeLeswortu. In the authorizing legislation? 

Mr. Suaw. In the authorizing legislation, yes. And J am reminded 
much of the World War II material that was excess to requirements 
has been given without cost. So it is wrong to say we have been 
paying 170 percent. We have for certain items when the services 
had to replace them with modern items which are much more expen- 
sive than the original item. 


NECESSITY FOR A TWO-YEAR PIPELINE 


Mr. WiegeLeswortH. Coming back to my question this morning, 
your figures indicate that the unexpended balance as of June 30, 1955, 
was $6.2 billion; that the estimated figure as of June 30, 1956, is $5.059 
billion; and that the estimated figure as of June 30, 1957, is $5.530 
billion, or at least double the estimated annual expenditure. 

Will you explain for the record why a 2-year pipeline is considered 
necessary for satisfactory operation of the program? 

Mr. Suaw. In the first place, sir, it will be necessary to take out the 
new weapons or advanced weapons. They are not in the pipeline yet. 
It is interesting to examine the figures of expenditures against avail- 
ability in the program. There are many long-lead time items. There 
is the matter of maintaining the production level of the contractor or 
manufacturing plant which sells military equipment to the Department 
of Defense and its agencies. The Department of Defense does not 
wish to contribute toward a peaking of that production. 

I think a better explanation of this will come out as Mr. McGuire 
explains the program, its size, and its contents, if I could be permitted 
to postpone it. 
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Mr. WicGLteswortu. As long as an explanation is furnished for the 
record, that is all I am interested in. As you know, from the public 
standpoint it is very diffleult to disassociate appropriations from 
expenditures, and I think-it is important to get the best explanation 
you can give as to why you think we need a 2-year pipeline for the 
military assistance program. If we are to get that information 
later, it is entirely satisfactory to me. 

Mr. Suaw. That will be provided, sir. 

Mr. Wiccieswortu. I have no further questions, Mr. Chairman. 

Mr. Suaw. If I may, part of this pipeline, of course, is involved in 
the material that has been scheduled for Germany. That is one of 
the reasons we have to carry a larger pipeline than would seem 
necessary. The details will be supplied later. 

Mr. PassMan. Thank you, Mr. Shaw, very much. 

The committee will recess until 10 o’clock .tomorrow morning. 
I believe Mr. Murphy will be available tomorrow morning? 

Mr. Murpny. Yes, sir. 





Turspay, May 29, 1956. 


STATEMENT OF UnitTep States AMBASSADOR TO INDIA 


WITNESS 


HON. JOHN SHERMAN COOPER, AMBASSADOR EXTRAORDINARY 
AND PLENIPOTENTIARY TO INDIA 


Mr. Passman. The committee will come to order. We are quite 
happy to have with us this morning the Ambassador to India. Senator 
Cooper, we will be very pleased to hear from you at this time on 
anything you wish to discuss with the committee. 

Ambassador Cooprr. Congressman Passman, and members of this 
committee: I want to thank you for your kindness in permitting me 
to appear before you. I know that you made some special arrange- 
ments for me and I am very grateful. 

Mr. PassmMan. It was a pleasure to do so. 

Ambassador Coopsr. I would like to say that during the year I have 
spent in India I have had the pleasure of meeting several members of 
the committee who visited us. It was very helpful to us and I hope 
if I shall return to India that I shall see many more of you as visitors. 

I know your time is short. I have no prepared statement and I 
intend to make my testimony as succinct as possible. Of course, you 
know my purpose in coming here today is to support the President’s 
mutual aid program for fiscal year 1957, and particularly to speak of 
its application to India. I think, also, that a great deal of what I 
will say has application not only to India, but to the newly inde- 
pendent countries in South Asia. 


ECONOMIC SITUATION IN INDIA 


I have testified before the Foreign Affairs Committee of the House 
and the Foreign Relations Committee of the Senate four times upon 
the political and economic aspects of the relations of the United States 
with India. Today I want to address myself to the economic situa- 
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tion in India and its relation to the United States. One of the central 
facts which has interested me in India is that it is undertaking its 
own industrial revolution, and this is also characteristic of the newly 
liberated countries of Asia. We are accustomed to thinking of our 
political revolution and our economic revolution as separate phe- 
nomena. We had a long time to work out our economic revolution. 
In India they think of their economic progress as a part of their con- 
tinuing revolution which has achieved political independence and 
self-government. Now a chief compulsion of India is to achieve 
economic independence and economic self-sufficiency. 

There are many difficulties in their way. In fact, it is only neces- 
sary to quote a few statistics to indicate something of these difficulties. 
India has a population of 380 million people, yet its national income is 
only $22 billion, compared to our national income of $400 billion. The 
per capita income in India is $55; the per capita consumption is about 
1,900 calories daily. These statistics give some indication of the 
proportions of the undertaking to raise living standards. 1 am sure 
similar statistics for other countries such as Burma, Indonesia, Paki- 
stan, would present the same story. 


INDIA’S 5-YEAR PLAN 


This situation demands an immediate and continuing high rate of 
economic growth to provide employment and an increase in the pro- 
duction of goods, both capital and consumer, if these conditions are 
to be overcome. And it demands the industrialization which, to this 
time, has been denied India by reason of its colonial status. To ac- 
complish speedy advancement, the India Government plans a series of 
5-year plans. The first 5-year plan has just been completed. It 
called for an expenditure by the central and State governments and 
by private enterprise of a sum between $7 billion and $8 billion the 
greater part to be provided by public revenues of the state and central 
governments. 

India made substantial progress in its first 5-vear plan, particularly 
in agriculture where the chief emphasis was placed, becoming practi- 
cally self-sustaining in grain production, although part was due to 
good monsoons. Agricultural production increased by about 20 per- 
cent; industrial production by 50 percent; production of steel has been 
raised 15 percent; cement, 80 percent; and power by 48 percent. 
But the emphasis in the first 5 years was on increasing agricultural 
production, ieht machinery, cement, and some steel. 

Now India has just begun its second 5-year plan. In the second 
5-vear plan they intend to double expenditures, to a total, by the cen- 
tral and State governments and by private enterprise of about $15 
billion. When we consider the average yearly investment in the 
United States per vear, $15 billion over a period of 5 vears in India 
does not appear to be a very large amount to us. It is a great effort 
for India; its purpose is to build an industrial base; to increase steel 
production from about 1.3 million tons to 4.3 million tons; cement 
production from about 5 million tons to 10 million tons; coal produc- 
tion from 37 million to 60 million tons a year; to double power produc- 
tion; to build a heavy machine tool and heavy chemical industry. It 
is quite an undertaking for India with the narrow scope of economic 
resources that it possesses. It presents a difficult problem of capital 
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formation. And when we think that. nearly all of the people of 
India—I speak of the average—live at the minimum that is necessary 
for survival; a per capita income of about $55; a calory intake of 1900 
calories a day—it is evident that savings on which capital formation 
and development depend are very difficult and painful. Neverthe- 
less, during the second 5-year plan the Indian Government plans total 
savings, voluntarily and through taxation, amounting by the end of 
the period to 12 percent of the total national income. 

This is large effort. I do not know of any other country in the 
democratic world today, unless it is the United States, which is 
making an effort of anything like this magnitude. 





BASIS FOR SECOND 5-YEAR PLAN 


You may ask what are the considerations which determined the 
projected investment of $15 billion over the next 5 years. India wants, 
first, to increase its income by 25 percent, from a figure of about $22 
billion to $28 billion; second, to provide employment for the new labor 
force that will come into the economy during that period, a total of 
about 8 million people—the plan makes no provision for the others 
who are unemployed; and, third, as I have said, to develop an invest- 
ment in the economy of between 11 and 12 percent. 

The public funds for the plan will be provided in this way: About 50 
percent will be provided by local taxation and by savings; 25 percent 
by deficit financing, and the remaining 25 percent must be sale up in 
great part by external aid. The first task of the Government is that 
of internal savings, ability to mobilize savings and loans to provide 
the resources that are needed which India itself can make available to 
the plan. And the second problem is to secure sufficient foreign 
exchange to purchase equipment and capital goods from abroad. 
Even if India is able to provide internal savings to build plants, to 
furnish labor, to do the things that it must do with its own people and 
its own currency, still industry cannot actually be created unless 
India is able to purchase abroad the heavy equipment and capital 
goods, which it will need. And, of course, in order to do that, India 
must have foreign exchange, whether it be dollars, pounds, marks, or 
whatever, to purchase goods in foreign countries. 

The only comparison that I can give of the effort India intends to 
make in the next 5 years, is, ] must say, a speculation. Nevertheless 
some officials in the Indian Government believe their effort will be 
only one-half of the effort Communist China will make during the 
same 5-year period. Of course Communist China is able to do it 
because of the massive help of the Soviet Union. 

India’s foreign exchange needs are in the order of $2.3 billion during 
the next 5-year period. 

Mr. WieeLteswortH. Each year? 

Ambassador Cooprr. No; for the total 5-year period. This is the 
so-called gap in foreign exchange. However, India expects to reduce 
the $2.3 billion in several ways, I will file a statement with the com- 
mittee, providing the basic estimates. First, by net trade balances 
India expects to realize something over $200 million. It will draw 
down from sterling balances about $400 million. These sterling 
balances back India’s currency. When these two items are 
taken into account, something over $600 million, a gap of $1,680 
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million remains. India assumes that through assistance from its 
fellow Commonwealth neighbors, in the Colombo Plan, and by loans 
in the order of $100 million from the World Bank, that it can further 
reduce the gap to about $1,300 million. There is no provision to 
provide for this sum other than external loans or grants. I think it 
is evident that the two major sources in the world would be the United 
States or Soviet Russia. 
(The following additional statement was subsequently supplied:) 


India’s second 5-year plan—Foreign exchange requirements 


[In millions of dollars] 





Balance of payments deficit on current account___._...._----.------- $2, 310 
Reduced by— 
(a) Net trade balances (private capital inflow) -_......_.--- $210 
(b) Sterling balances drawdown- -.-.--..-.----------------- 420 
—— 630 
Cs sue ch elseeee te ltU et Ued eae ghs ob erevebas sopbanbedbanese 1, 680 
Possible assistance from Colombo plan countries, World Bank, ete_-_--- 300-400 
pT RE ee eae eee soe games eealts teeta cd sciatenee-adleinee ements 1, 300 


MAJOR PROBLEMS FACING INDIA’S 5-YEAR PLAN 


I recapitulate by saying there are four major problems as I see it, 
which face India in the achievement of its objective under the 5-year 
plan. First, its ability to mobilize the savings of its own people; 
second, its ability to secure foreign exchange to buy abroad the capital 
goods which are necessary for industrialization; third, its ability to 
secure capital goods, for even though India has foreign exchange, 
it must be able to secure actual delivery of capital goods. It is quite 
difficult to secure many products in our country, because of the 
tremendous demands of our industry. The fourth problem, which I 
do not discuss at this meeting, as an immediate problem for the 
committee is that of training people to man its industries. 


RUSSIAN ENTRY INTO ECONOMIC AID FIELD 


I mention these 4 problems to lead into what I now emphasize. It 
is that in the last few months Soviet Russia has entered the field in 
India and in South Asia with accurate knowledge of these problems, 
and it is addressing its aid and effort to those problems in a very 
effective way—to all 4 of them. 

I know you are familiar with the economic drive being made by 
Soviet Russia. I will point out that during the last few months 
Russia has made important economic agreements with India, Egypt, 
Syria, Burma, Afghanistan, and Yemen. Its interest in these coun- 
tries was not evident in the years when many of them were struggling 
for independence and when they were attempting to get a start; but 
now the Soviets have new tactics. They see the growing importance 
of these hberated countries, their strategic position, large populations, 
and pursue ultimate political objectives by economic means. The 
scope of their agreements with India is informative. First, they have 
agreed to supply an entire steel plant to India, costing over $100 
million with a capacity of approximately 1 million tons a year; 
second, knowing that 1 of India’s great needs, over the next 5 years, 
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is steel, Russia has agreed to furnish 1 million tons of steel over a period 
of 3 years; third, Russia is furnishing technical assistance and tools; 
fourth, it has offered to institute a training program for technicians, 
supervisors, and skilled workers in basic industry. 

I might say the United States, at least at this time, has not been 
able to commit a single ton of steel to India, because of our own 
demands, even though India would pay for the steel. 


UNITED STATES INTEREST IN ASIA 


Now, I do not speak of what Russia has done as an argument for 
saying to this committee that we must adopt and formulate programs 
to counter Russia; we have for years given great help to India and 
south Asia. I do, however, argue that the United States has great 
interest in what is happening in south Asia and, it should review 
carefully its own program. It should determine what is best for the 
United States to do in the light of its own interest and in the light of 
the necessity of maintaining the best possible relation with these 
newly liberated and democratic countries of south Asia. 

You may ask me—Why do you argue that the United States should 
continue aid to India and to the nonalined countries? I am aware of 
the many questions that arise in the United States Government, on 
both executive and legislative sides, concerning the problems between 
India and the United States. I would make these points. India and 
other newly liberated countries of south Asia, even after a history of 
colonial domination from the West, voluntarily chose democratic 
systems of government. I can speak with knowledge of India. 
India does have a democratic system of government. Its parlia- 
mentary system is modeled after the English system; its federal-state 
system is modeled after ours, and has a system of independent courts. 
It enjoys democratic institutions and in the context of its experience, 
it is doing its best to live within these institutions. 

Second, as I measure economic stability of India, taking into con- 
sideration its very limited resources, its fiscal system is sound and it 
uses its resources to the very best advantage. 

Third, its leadership has the support of its people. I am not sure 
that every country of the world that we support has such leadership 
or support. Both are outstanding in India. 

India has made another choice which is important, and ought to be so 
regarded by the United States and the free countries of the world. 
It knows the difficulties it faces in the achievement of any kind of 
economic progress, and any brief study of statistics indicates its 
difficulties. Russia in a period of 40 years, has made large advances. 
It made advances, as we know so well, by the totalitarian devices of 
forced labor, forced saving and similar means. Communist China is 
following the pattern of Soviet Russia, and uses the same totalitarian 
methods. It is difficult to know what is happening in Communist 
China, but visitors who have been there report that a large measure 
of economic advancement is being achieved. They report also the 
totalitarian methods by which progress is achieved. 

I give these examples to point out that with full knowledge of these 
facts, India has chosen to make its economic advancement by demo- 
cratic and voluntary methods, and it is the choice of other newly 
independent countries of Asia as Burma, Ceylon, Pakistan, and Indo- 
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nesia. If India is able to succeed by democratic and voluntary 
methods, it will have a great impact upon the countries and peoples 
of Asia. If India should not succeed by voluntary and democratic 
methods—if the democratic system will not provide the means of 
economic independence as well as political independence, then it is 
possible that under different conditions the people of India and the 
peoples of other countries would be tempted to look at the totalitarian 
examples and ask—lIs it possible for us to achieve better living stand- 
ards more quickly by their methods? I think also, that it is natural 
for these countries which have chosen democratic institutions to look 
with hope to democratic countries to help them achieve econamic 
independence and economic success. If we do not help and if the aid 
must come from the Communist countries, the peoples of these 
democratic countries will develop a practical association and an 
appreciation which could have unfortunate consequences in the 
future. 

I am perfectly conscious of the fact, that the United States has 
made available to India by loans and grants over half a billion dollars, 
and that large aid has been given to other countries in that area. I 
point out, however, that in the past 10 years these countries have 
been developing a kind of political stabilization. Now the 
problem is different; it is one of building an industrial economy. 
Russia has entered the field and if the United States withdraws, 
either by failure to give aid at all, or by so limiting its aid that it does 
not give substantial help, I think we will be out of harmony with 
this new movement. 

This country is a very prosperous country. No one can tell what 
the future will bring sind there may come a time when our pros- 
perity will depend to a larger extent upon foreign trade. India’s 
foreign trade totals $2 billion, both export trade and import trade. 
In addition to the political advantages Russia hopes to achieve by 
entering this area, it looks forward to the possibility of capturing a 
large part of this volume of trade, a volume of trade that is growing. 

These are practical aspects which bear upon our economic interest 
and political interests. 

| have found since being in India, my first experience of being in 
another country for any period of time, other than in my war exper- 
ience, that it is difficult for the people of a country lacking resources 
such as India to comprehend the wealth and economic advancement 
of a country like the United States. When we consider India’s 
national income of $22 billion a year, and the United States income of 
$400 billion a vear, I believe there are human and humanitarian values 
and responsibilities to be met in the assistance of less fortunate 
countries. We have had 100 years to make an advance; 100 years 
of trial and error; 100 years of freedom. India and other newly 
independent countries have not had our opportunities. I believe 
myself that there is a humanitarian interest, an obligation on the 
part of free countries and particularly our country to help other free 
countries get ahead. 

I have come here today to speak particularly of India; but, as | 
indicated at the beginning, the problems which I have mentioned are 
applicable to all of these newly liberated countries. The President 
has asked that during the fiscal year 1957, $70 million for development 
assistance and $10 million for technical assistance be made available 
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to India. I earnestly ask that you will permit these figures to stand. 
Great movements are taking place in India. It is very important 
that we have the opportunity to evaluate and appraise India’s effort. 
It would be a great mistake—and I say that with all the conviction 
that I have—if there should be a hiatus in aid during this year. I 
earnestly ask this committee to permit this year’s total appropriation 
of $80 million—$70 million for development assistance and $10 million 
for technical assistance—to stand. We do not know what will happen 
in the coming year and with the great effort that is being made in 
South Asia by the Soviet Union, I would hate very much to see the 
United States give the appearance of withdrawal. ‘We have believed, 
and I think rightly, that the United States is superior in production, 
and in the flexibility of our free economy. Russia is now saying to 
Asia—we will compete with the United States in the economic field; 
we can show that our system is stronger and can best assist you. I 
hope that the Congress will not give any support to this false claim 
by limiting its program this coming year. 

As a former Member of Congress, I think I can speak to you with 
knowledge of your problems and difficulties; I think also I can speak 
to you frankly and i have done so. 

I thank all of you. 

Mr. Passman. Thank you, Mr. Ambassador. I am sure I express 
the sentiment of each member of the committee present when I say 
that we are very happy you could take the time to come before the 
committee. I know you have the esteem and respect of the people 
throughout the nation. I have admired you for many years. We 
both came to Congress at the same time; I came to the House and you 
went to the Senate. And it was my pleasure to visit with you in 
India last year. 

Regardless of my personal convictions on this foreign aid program, 
I certainly value your good counsel and your help. If we may just 
ask a few questions, it, no doubt, will be a help to the committee as 
we proceed. 


INDIA’S RELATIONSHIPS WITH UNITED STATES AND RUSSIA 


We gained the impression during our visit to India that there 
was a very close relationship between Bulganin of Russia and Nehru 
of India, and I have read articles where Nehru was praising those 
Russian leaders to an extent that it is hard for us to understand. 

Were you familiar with that visit? 

Ambassador Coorrr. I was there, of course, during the visit of 
Bulganin and Khrushchev. As you ‘know, Mr. Nehru had been to 
Russia earlier in the year and had received a great welcome. The 
Indian Government did attempt to repay that welcome in kind. 

It is true that the Russians, ow appealing to the national interests 


of India, by placing themselves in accord with India, upon such issues 
such as Goa and Kashmir, and by offers to help India, did arouse a 
great deal of interest among the people of India. 

India’s position is one of nonalinement; that is it will not aline itself 
militarily or predetermine its political alinement, with either the 
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western countries or Communist countries. In that framework 
I am sure Prime Minister Nehru considered that he was observing, 
as he would term it, impartiality and nonalinement in welcoming the 
Russians. 

I would not deny that to my view their welcome gave to many in 
India and other people of south Asia a respectability which we know 
they do not deserve. But I believe the Indian Government would 
say firmly that the welcome it gave did not in any way constitute a 
political alinement with the Communist world. 

Mr. Passman. I had in mind the compliments Nehru paid to 
the Russian leaders when he visited Russia. I am sure you are fa- 
miliar with the almost unbelievable compliments paid to the Russians 
by Nehru. 

Ambassador Coopmr. I have stated my belief that he would con- 
sider that he is not alined. It is true the consequence of action is 
something entirely different. The welcome could give an impres- 
sion to the people of India and to the peoples of Asia an approval 
of Soviet Russia, and its totalitarian methods; but I have said, I do 
not believe that such was the purpose, or that it represents any polit- 
ical alinement with Russia. 


RUSSIAN ECONOMIC ASSISTANCE PROGRAM 


Mr. Passman. Mr. Ambassador, you mentioned in your statement 
about the steel plant Russia had agreed to finance for India. Is that 
project developing according to the original plan? 

Ambassador Cooper. The only knowledge I have, is, of course, 
from statements made by India’s officials. One individual who was 
a member of a team which went to Russia to look into the development 
there, and who is associated with the private steel industry of India, 
said the fabrication of the mill was developing according to plans. 

Mr. PassmMan. In other words, the construction has been started? 

Ambassador Cooprr. Yes. My own judgment is that the Russians 
will carry out the commitments they have made and very quickly, for 
political reasons. 

Mr. PassMaNn. In your opinion, are all their commitments on a 
loan rather than an outright gift basis? 

Ambassador Cooprrr. Yes, sir. 

Mr. PassMan. It is on a loan basis and their main feature is a low 
interest rate? 

Ambassador Cooper. On whatever basis, they offered to supply 
needed capital goods upon credit, in terms of 10, 12, or 15 years, and 
at a low rate of interest. Another important factor is that they agree 
to take repayment in Indian goods. 

Mr. PassMANn. But it is based on loans, rather than outright grants, 
and short-term loans? 

Ambassador Cooprr. Yes. 

Mr. WigeLeswortH. Don’t you mean long-term loans? 

Mr. Passman. You would not think of 10 or 15 years as being a 
long term. We go up to 30 years with individual home loans now in 
America. 

Ambassador Coopmr. The United States wheat loan is 30 years. 
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Mr. PassmMan. I mean that loans of 10 or 15 years, such as Russia 
is making to other nations, would be considered a short-term loan; 
would it not? 

Ambassador Cooprr. Yes. 

Mr. Wiaciesworrn. I thought the loans were much longer. 

(Discussion off the record.) 

Mr. PassmMan. We are trying to get a better understanding of the 
situation over there. We are speaking in terms, I think, all the 
way through the testimony, that indicate Russia is making loans 
to those countries rather than grants. I wonder if the record would 
not indicate that in the past these same nations, including the United 
States, have made loans and borrowed money; and it is not unusual 
for nations to borrow money; is it? 

Ambassador Cooper. No. May I add one point, so there will not 
be any misunderstanding about the economic association of India 
with democratic countries? 

Of the total trade between India and other countries, the trade 
with Communist countries, until recently constituted only 1 percent. 
It may go up to 5 percent by reason of the new agreements. The 
great bulk of trade is with the Western countries. This is true also 
of investment. 

INDIA’S SECOND 5-YEAR PLAN 


Mir. Gary. Mr. Ambassador, vou sav that the Government of 
India plans to spend $15 billion under its new 5-vear plan? 

Ambassador Cooper. Yes, sir. 

Mfr. Gary. For industrial development? 

Ambassador Cooprr. Yes, sir. 

Mr. Gary. How is this industrial development to be accomplished? 
Is it to be handled by private enterprise, or by the government? 

Ambassador Cooper. About $10 billion will be spent by the state 
and central governments. The remainder will be provided by the 
investment of private business. 

Mr. Gary. Will the industrial enterprises be operated by the 
Government or will they be operated by private enterprise? 

Ambassador Cooper. India has designated several fields which are 
reserved for operation by the Government. One is armament; 
another is atomic power; a third is railroads. In other industries, 
such as iron and steel and oil, the Government will undertake addi- 
tional development. 

Mr. Gary. Those industries are to be socialized? 

Ambassador Cooprr. Yes, in the sense they are to be operated and 
developed by the Government. The question is often asked, Why 
does not private enterprise do these things? I must point out—and 
I believe in the private enterprise system of the United States that the 
problems are not entirely the same in India as in the United States. 
We have had over 100 vears to develop; 95 percent of the people of 
India make less than $300 a year; about 2 percent contribute the 
resources which are available for taxes and savings. India considers 
that it wotld be impossible to mobilize such a small area of savings and 
direct it to the things which are needed most, except by governmental 
intervention in these fields. We might not agree; but, as they look 
at it, they cannot allow their industrial expansion and future to be 
determined by the whim or choice of a few private people when they 
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have such a small scope of funds for investment, and the needs are 
so great. 

The total investment in India today in agriculture and industry is 
in the proportion: 90 percent in private enterprise; 10 percent in pub- 
lic investment. In the United States it is 18 percent in public invest- 
ment and 82 percent in private enterprise. And even after the next 
5-vear plan, the rate of public investment in India will be less than it 
is in the United States. So we are not on the firmest grounds in com- 
parison. 

Mr. Gary. I was just trying to get at the facts. 

Ambassador Cooper. I appreciate that; that is the reason I wanted 
to give these facts. 

RUSSIAN AID TO CHINA 


Mr. Gary. You referred to the massive help of the Soviet Union in 
China. What can you tell us about that help? 

Ambassador Cooprrer. That again, of course, is speculation. As I 
have said before, Indian officials, in making plans for the next 5 years, 
believe their expenditure of about $15 billion will be just one-half of 
what China will do in the next 5 years. They have been informed 
that the reason China is able to do more is because of the Russian aid. 
I cannot give exact figures but I have heard estimates of hundreds of 
millions of dollars of aid yearly from Russia to Communist China. I 
have read several articles recently by reputable people who have 
been in China and who speak of the massive aid Russia is giving 
China. Only last week, in last Sunday’s New York Times, there was 
such an article—giving the conclusions of a British economist. 

Mr. Gary. Is not most of that aid military? 

Ambassador Cooper. No. According to those reports, industries 
are being built in China. Steel is being furnished, as well as tools 
and equipment. China is full of Russian technicians, Russian workers, 
who are assisting and training workers. That is the story told me 
by people from India who have been in China. 

Mr. Gary. We have been giving India a great deal of help. 

Ambassador Coopsr. Yes, sir. 

Mr. Gary. Notwithstanding that fact, they are now apparently 
turning to Russia. What evidence have we that continued help on 
our part will result in switching their attention to us? 

Ambassador Coormr. First, | would say this, that I do not think 
politically that India has turned to Russia. 

Mr. Gary. Certainly they have not turned to us politically. 

Ambassador Coorrer. Well, my thesis is as follows: I assume no 
one can say 5 years from now, or 10 years from now, or 15 years from 
now, or 20 years from now what the political form of these countries 
will be. I can only say that these countries as of this time have 
chosen democratic political institutions; that as of this time they have 
chosen to make their economic advancement by democratic methods. 
If they shall succeed it seems to me that the institutions of free govern- 
ment are strengthened; it is proof that institutions of free government 
can succeed in Asia under very difficult cireumstances. If they should 
fail, it may be there will be temptations to look other ways, Com- 
munist methods. I cannot see anything that the United States as a 
free government has to lose in giving friendship and aid. It seems 
to me we have the most to gain. 
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Mr. Gary. We have this to lose; if we try to match Soviet promises 
with United States performance, we will soon be bankrupt and won’t 
be in a position to defend ourselves in time of war. That seems to 
me to be a very vital thing. 

Ambassador Cooprr. Again, that takes into consideration what our 
long-term interests are. Russia’s gross national income is supposed 
to be about 40 percent of ours. I cannot believe that by reasonable 
programs of aid throughout the world we would bankrupt ourselves. 
I think one of the great dangers we may face in the United States 
if we do not is to find some day in the future we may be sealed off, 
economically, from the rest of the world. 

Mr. Gary. We have the largest public debt in the world today. 

Ambassador Coopsr. I know that. 

Mr. Gary. Larger than all the other nations put together, I am 
informed. 

Ambassador Cooper. Yes. 

Mr. Gary. And we are increasing it every year. 

Ambassador Cooper. Yes. 

Mr. Gary. We have balanced the budget only 3 times in the last 
25 years. Personally I have always supported the foreign-aid pro- 
gram, and I am still in favor of it; but I am very much concerned over 
the fact that this year, when I had hoped the program was beginning 
to slack off some, we are being requested to appropriate nearly twice 
as much in aid as we appropriated last year. It is not only a matter 
of concern with me, but is a matter of concern with all of the people 
of the United States; because we are beginning to wonder when this 
thing is going to end, and where we are going with it. Now that 
Russia has started competition in the field, and we do not know 
whether they are performing or not, certainly, if we are going to 
attempt to match Russian promises with United States performance in 
order to hold some of these countries in line whose loyalties can well be 
questioned, I sincerely question whether it is worth the cost. 

Ambassador Cooprer. Congressman, I have tried to make it clear 
that I do not argue that we should move into any country simply 
to try to counter a Russian program. What I am arguing is my own 
belief that the United States should develop its own program, (a), re- 
specting appropriations, in an amount which it believes is reasonable 
considering our own situation and the needs of these countries, and 
(6) that it make their use as effective as possible. 

Frankly, I do not think our program today is good enough and I 
do not speak in terms of money; it is a question of its most effective 
use. I do not see any possibility, though, of our program being 
evaluated or changed immediately. Under those circumstances and 
until such an evaluation can be made the program should be con- 
tinued. 


SHORTAGE OF TECHNICAL PERSONNEL IN THE UNITED STATES 


Mr. Gary. There are other phases of this question, too. My very 
good friend, Mr. Lewis Strauss, head of the Atomic Energy Commis- 
sion, made a statement just a few days ago that we do not have 
enough technicians in the United States at the present time. 

Ambassador Cooprr. Yes. 
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Mr. Gary. Now, with a shortage of technicians for our own pur- 
poses, there is another question as to whether we can best use our 
technical men in this country where apparently they are very greatly 
needed at the present time or send them into these other countries. 
Certainly, if we are going to continue to supply technicians to these 
other countries, we should do something to build up our own tech- 
nical personnel in the United States. 

Ambassador Cooper. I agree. 

Mr. Gary. He says—and I do not know of anyone who can speak 
with greater authority in this field—that Russia is way ahead of us in 
the training of technicians and that they are getting the jump on us 
in the field of science for that reason. 

Certainly, we must recognize in the United States that we can never 
hope to compete with Russia in manpower. We do not have the 
manpower. Therefore, if we are going to stay ahead of them, we 
have to do it by brains and know-how. To me, it is a very serious 
thought that we are falling behind in the development of technicians 
and technical knowledge. I heard a discussion of it this morning on the 
TV while I was dressing, on the Garroway program. They had the 
head of one of the big technical schools in New York discussing the 
subject and he was quoting very freely from Mr. Strauss. I think 
there are subjects we have to give a lot of consideration to in this 
country. 


EFFECTIVENESS OF PRESENT MUTUAL SECURITY PROGRAM 


Mr. Lannam. Mr. Ambassador, you made a statement that 
troubles me, and that is that our present aid is not very effective. 
Why should we continue it if we cannot come up with some program 
that will be effective? 

Ambassador Cooper. I think, Congressman, if you will pardon me, 
you misunderstood me. 

I said I did not think it is as effective as it could be. That is the 
point I wanted to make. I was speaking to the new problems that 
have arisen in Asia. I would say that our aid is a good program, that 
it has done great good for the recipients. But I have indicated some 
of the problems which have arisen regarding the industrial develop- 
ment of India and other countries which I do not think it meets as 
effectively as it could if more flexibility were provided. One is the 
question of foreign exchange, one is the ability to get foreign supplies 
even though the foreign exchange is available, particularly supplies 
in the United States, “because of the demand here, and, third, the 
problem of a training program for workers in basic industries. In 
those respects I believe we could improve. 

Mr. Lanuam. In other words, our program is not as imaginative 
and forward looking as it should be? 

Ambassador Cooper. The demand for industrialization has devel- 
oped there the need of foreign exchange, the need to get capital goods, 
have them available, and a need for ‘the training program for skilled 
workers. I do not think that at present we are meeting those needs 
as effectively as the Russian program at least promises. 

But that does not, in my view, mean we should abandon our own 
program until we develop something that might be better. It is a 
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good program and has provided the first and greatest help to date to 
India and other countries. 

Mr. Lanuam. Another thing that disturbs me—and I have always 
supported aid for India and I think sometimes in the past it has been 
too small as you say this program may be—but they do not seem to 
want our aid or their public statements would indicate that they do 
not want our aid. 

Ambassador Cooprr. I know that India has not made an official 
request. Nevertheless in the development of the second 5-year pro- 
gram Indian officials, including the Minister of Finance and others, 
have made it very clear that they cannot succeed without external aid. 
The Indian Government has pointed out many times in the last 3 or 
4 months that the chief source of aid during the first 5-year plan has 
been the United States. I can say to you from my own knowledge, 
my own talks with Indian officials, that India is very hopeful that the 
United States will continue its aid during the next 5-year program. 

Mr. Lannam. Why will they not request it? Is it some psychologi- 
cal matter? 

Ambassador Cooprr. I suppose it is the problem of requesting a 
gift. While there has been no official statement to this effect, I would 
think from my own knowledge that India would be very happy if it 
could negotiate a large loan from the United States, but that may not 
be possible. I can only say that I suppose there is reserve about asking 
another goverament to make a gift. 


ORIGIN OF RUSSIAN ECONOMIC AID TO INDIA 


Mr. Lanuam. Has India approached Russia for this loan? 

Ambassador Coopsr. No. 

Mr. Lannam. Was that all voluntarily done? 

Ambassador Cooper. When the Bulganin and Khruschev delega- 
tion came to India, quite a large staff came, including economic ad- 
visers. Trade negotiations took place and the agreements that were 
made were actually trade agreements. There are no gifts or grants 
from the Russians. 

Mr. Lanuam. Purely trade? 

Ambassador Cooprr. Yes. 

Mr. Lanuam. But that is a loan, is it not, the steel program? 

Ambassador Cooper. Yes. 

Mr. Lanuam. Did they approach Russia and ask for that loan or 
did Russia offer it voluntarily? Do you know? 

Ambassador Cooprr. That I cannot tell you. I know that India 
wanted to expand its steel production. Three countries have offered 
aid in building steel mills. One is Soviet Russia, one is Great Britain, 
and one is West Germany. 

I am not actually able to say whether India made the inquiry or 
whether the offer came from Russia. I do know that months ago 
inquiries were made to find out if the United States through its 
Export-Import Bank was interested in a private expansion. 


REPAYMENTS OF UNITED STATES AID TO INDIA 


Mr. Lanuam. Is this $70 million to be a loan or grant? 
Ambassador Cooper. For the steel? 
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Mr. Lanna. That you are asking that we do for India. 

Ambassador Coorrer. The Tata Co., a private steel company, began 
negotiations with the Export-Import Bank to secure funds to double 
its expansion. It was not able to get the funds. 

Mr. Lanuam. I am speaking of the $70 million or $80 million aid 
that you are asking us to appropriate. 

Ambassador Coorrer. What about it? 

Mr. LANHAM. Will that be a loan or a grant? 

Ambassador Cooper. That determination has been made in the 
past, I assume will be made in this case by ICA. Appropriations 
made by the Congress are negotiated with the Indian Government, 
as grants or loans, and 75 percent have been made repayable in local 
currency. India repays the largest percentage, among all recipients, 
in the entire aid program. 

Mr. Passman. Are the funds generated to be spent in their own 
economy or are they making a payment directly to the United States? 

Ambassador Cooper. Part of it is to be immediately available for 
local services, part is loaned back to India to generate wealth-produc- 
ing projects. 

Mr. PassMan. Within their own economy and their own country? 

Ambassador Cooprr. But upon a loan basis to be repaid. 

Mr. Passman. Mr. Ambassador, I think it would be proper to ask 
this question since we discussed it prior to this morning. Do you 
think these loans we are making, so-called loans, will ever be collected 
or are we making them with the intent that they will be repaid? 

Ambassador Cooper. Perhaps the fiscal authorities of the United 
States Government could answer it better than I. 

I would say this: In loans for local currency there is a point where I 
should think the question arises “Is this actually a loan or is it just a 
grant under guise of a loan?” I do not want to give the impression 
that I am overenthusiastic but I believe from India’s record, its fiscal 
stability and its record of repayment, that it will repay its loans. 
It sets aside in a special fund, and does not intermingle its obligations 
of interest and principal to meet its loans. It is meeting them. 

Mr. PassmMan. Certain direct loans, but we would not apply that to 
this foreign aid program, would we? 

Ambassador Cooper. Sir? 

Mr. Passman. We would not apply that to this foreign aid program, 
would we? I am not questioning their intentions of repaying direct 
loans, you understand, but this type of loan I had reference to. 

Ambassador Cooprr. They will repay it without question, in my 
mind. That is, if the present type of government continues. 

Mr. PassMANn. Have you had any reason to withhold any aid to 
India since you have been Ambassador there? 

Ambassador Cooprr. Withhold? 

Mr. Passman. Hold up any aid the Congress appropriated? 

Ambassador Coorrr. No; but I am not in control of the aid 
program. 

Mr. Passman. You are familiar with it. 

Ambassador Cooper. Yes. 

Mr. PassmMan. You testified for it and I assumed you had knowledge 
of whether any loans had been held up because of certain unmet 
conditions. 
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Ambassador Cooper. I can say there is none. 

Mr. Gary. What is the Export-Import Bank doing in India, if 
anything? 

Ambassador Coorrr. I do not know. The Export-Import Bank 
now has no operations or loans in India. 


FINANCING OF INDIAN STEEL MILLS 


Mr. Gary. Did I understand you to say that they are building 3 
steel mills in India, that the Soviets are building 1, England is building 
1, and West Germany is building 1? 

Ambassador Cooprr. Yes. 

Mr. Gary. Are they building them for the Indian Government? 

Ambassador Cooper. Yes. 

Mr. Gary. And not to be operated by their own people? 

Ambassador Cooprer. Operated by the Indian Government. A 
group of private industrialists in England and a similar group in West 
Germany have provided part of the capital to the Indian Government. 

Mr. Gary. Are they going to be coowners of the mill? 

Ambassador Coorrr. No. 

Mr. Gary. Is it on a loan basis? 

Ambassador Cooprr. Yes. 

Mr. Gary. Purely on a loan basis? 

Ambassador Cooper. Yes, and of course they see the possibilities 
of providing the equipment from their own countries. It is a business 
deal for them, too. 

Mr. Fernanpez. Mr. Ambassador, do I understand that what you 
are asking is that $80 million be made available so that in the future 
you may be in a position to negotiate on a trade or loan basis, or any 
other basis available, with the Indians? 

Ambassador Cooprr. Yes. 

Mr. Fernanpez. And not to meet any requests or any commit- 
ments to the Indian Government? 

Ambassador Cooprr. That is right. 


ALTERNATIVES TO PRESENT PROGRAM 


Mr. Fernanpez. Would it not be better to appropriate that kind 
of money to the Export-Import Bank and give them authority to 
go to India to do that? 

Ambassador Cooper. There are problems involved there. That 
has been shown recently by the application of the Tata Steel Co. 
to secure money from the Export-Import Bank. There are two 
problems: One is the interest rate, which is higher than interest rates 
that they have been able to get in some other countries; second is the 
price differential. Our prices are higher than in other countries. 
The Tata firm, as I understand it, finally decided it did not want to pay 
what it considered two premiums in order to get money and supplies 
in the United States. 

I would think that if it were possible to develop some credit organi- 
zation which would provide capital to be loaned to countries on a 
project basis, that would offer a possibility and should be considered. 
But until that is done I cannot see any effective means of meeting 
immediate needs other than the program we now have. 
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Mr. FernanpeEz. I suppose the element of risk is involved, too. 
Would that be considered a greater risk in India than it is in other 
countries where the Export-Import Bank is now dealing? 

Ambassador Cooprr. Any risk? 

Mr. Fernanpez. Yes. 

Ambassador Coorrr. There are risks, of course. There are the 
risks of repayment, which I think under present conditions are no 
greater than in South America, except in the richest countries. Also, 
there is always the possibility of nationalization, which is also a 
possibility in other countries. I am not saying there are no risks. 


BRITISH ASSISTANCE TO INDIA 


Mr. Fernanpez. I was wondering what the experience of the 
British had been along these lines in dealing with India—they have 
had more experience with them, I assume. 

Ambassador Cooper. Your question is an interesting one. Al- 
though the British left India, in the sense of political control, the pri- 
vate investment of Great Britain in India has increased from about 
$600 million in 1950 to over $900 million today. Their investment is 
going up. This shows something of their belief in India’s future. 

Mr. Frernanpez. The British certainly have good reason to know 
more about India than we do then. 

Ambassador Cooper. Yes. I think the British—another evidence 
is their agreement to build a steel mill there; to put over $100 million 
into a steel mill is an evidence of their confidence in the political 
and economic institutions of India. 

Mr. Frernanpez. In other words, are we to understand that the 
British are making far larger loans than we are to India and giving 
greater aid than we are to India? 

Ambassador Coopsr. If you look at the total of aid in all of its 
manifestations, their aid is much greater. There is a billion of 
British investment in India. And with the recent agreements which 
I mentioned, the steel mill, and other types of projects that are going 
forward through British investment, and then the large volume of 
India-British trade, all make a very large volume of aid. 

Mr. Fernanperz. Would it notgperhaps be better for us to divide 
the load a little and let the British, who know more about the Indians, 
help the Indians while we help the South Americans and other coun- 
tries? 

Ambassador Coopsrr. I think Great Britain is sharing its part of 
the load there. 

Mr. Furnanpez. I understand it is sharing a part of the load; as I 
understood you they are taking even more than their part of the load. 
We are all working for the same goal, and it would seem that the 
British could take that as their responsibility, while we take other 
parts of the world as our responsibility, in working together rather 
than trying to compete with each other in the matter of India. 

Ambassador Cooper. If that could be worked out, that is a possi- 
bility, but I doubt that one country can ever supply all the needs, 
exact needs, of another country. 
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CHANGE IN AID TO INDIA PROGRAM 


What is happening in India is a type of what is happening in south 
Asia, a demand for industrialization and economic advancement. 
Countries such as Great Britain and the Commonwealth countries 
are doing what they can. They cannot meet the demand and the 
need. So at last the question arises whether the United States or the 
Soviet Union will give effective assistance to this movement for 
industrialization and economic advancement. 

I think that until we devise some better means that the present aid 
program is the best possible means and should be continued. 

I hope that thought will be given to devising a better means, one 
which would determine the amount of capital that over a period of 
years could be absorbed by these countries and made available upon a 
oan basis, long-term credit with lower interest rate, and a plan which 
would work with private enterprise to see that capital goods are made 
available and that training programs are instituted. 

I think if something could be developed of this kind, it would be a 
very effective means of aid, but until something like that is done, our 
present aid program is our answer. 

Mr. Fernanpez. Are not those who are in charge of the program 
now giving some thought to that? Is not progress being made along 
those lines? 

Ambassador Cooper. I would assume the program is always being 
reviewed and studied. I can make known my own views, but I do 
not make the decisions. 

Mr. Fernanpez. I heard the Ambassador from India to the United 
States make a speech not too long ago, and as I understood him they 
were quite proud of what they were doing, but he made it quite clear 
that they were doing it on their own with our cooperation and I 
sensed that they resent anybody saying they are being given any 
gifts. It is not grants they want, it is cooperation to be able to do 
their own. 

Ambassador Coorrer. You mean I said that? 

Mr. FernanpsEz. The Ambassador from India to the United States 
in his speech to which I referred, virtually said that. 

Ambassador Coorprr. Yes. As a matter of fact, about 88 percent 
of the effort in the first 5-year plan was India’s effort. Yet I do not 
believe they could have made the progress at all except for the 12 
percent or 10 percent of external aid. Certainly in the next 5-year 
plan, they cannot make anything like the progress they want to make 
without external aid. The real bulk of the effort must come from 
them. 

Mr. Fernanpez. Thank you very much. 

Mr. Wice.eswortu. Mr. Ambassador, if I have understood what 
you have said, you believe that India in its struggle for industrial 
strength and independence is in competition with the system in 
Communist China and that the free world has a real interest in the 
success of the Indian program. 

Ambassador Cooper. It is the second largest country in the world 
and it is a leader in that area of the world. I think what happens in 
India is of great importance to free countries. 

Mr. WiaceLeswortu. Secondly, I understand that you believe 
despite lack of request, that those in positions of responsibility in 
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India hope for and would welcome assistance at this time from this 
country. 

Ambassador Cooper. Absolutely. Members of the Indian Cabinet 
have discussed the question of aid with me and of its need. The 
Prime Minister, Mr. Nehru, has said in recent speeches that they 
would welcome foreign aid. There is no question that they not only 
welcome but they need foreign aid and from the United States. 

Mr. WiacG.ieswortn. Finally, I understand that despite what 
might be called apparent lack of cooperation and despite the various 
instances and developments in India which have tended to make 
assistance by this country much more difficult, and regardless of 
what might be the decision in subsequent years, you feel it would be a 
serious mistake to decline to make reasonable assistance available to 
India in fiscal 1957. 

Ambassador Cooper. I believe that with conviction for the reasons 
that I have given. 

Mr. Forp. I would like to one question off the record. 

(Discussion off the record.) 

Mr. Passman. Thank you again, Mr. Ambassador, for taking the 
time to appear before this subcommittee. 

Ambassador Cooprrr. May I thank all of you, and I must apologize 
to you for taking too much of your time. 

Mr. Passman. You did not take too much time. We were glad 
you had the time to give to the committee. 

Ambassador Cooprrr. I do appreciate your kindness and gracious- 
ness. 

Mr. PassMAn. We will now take a 4-minute recess. 





Turspay, May 29, 1956. 


FINANCIAL SUMMARY BY CONTROLLER OF INTERNATIONAL Co- 
OPERATION ADMINISTRATION 


WITNESS 


J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION (ICA) 


Mr. Passman. The committee will come to order. 

We have before the committee at this time Mr. J. E. Murphy, 
Controller, International Cooperation Administration, and other 
witnesses. 

Mr. Murphy, do you have a general statement you would like to 
make before the committee? 

Mr. Murpny. Yes, sir. Ll have no prepared statement. My pur- 
pose, Mr. Chairman, is to try to provide the committee with a back- 
drop of current financial information on the status of the 1956 economic 
and technical assistance appropriations for use in considering the fiscal 
year 1957 request for $1.860 billion. If the committee will refer to 


the obligation table on page 39 of the blue book, which it has before it, 
volume |], I will address my initial remarks— 
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Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Murpuy. If you will note, the second line from the bottom of 
the table has a figure in the fourth column labeled ‘Available for 
obligation during fiscal year 1956,’’ $1,695,665,000. 

This availability is composed of the new appropriations enacted for 
fiscal year 1956 of $1,681,200,000 and $14.5 million of prior year 
funds which were unobligated on June 30, 1955, but which were 
reappropriated by the committee for use during fiscal year 1956. 


OBLIGATIONS 


You will note from the table that obligations against these funds 
during the first 9 months of the fiscal year totaled $936,177,000. We 
have information now, Mr. Chairman, of obligations during the month 
of April and those obligations totaled an additional $396.5 million. 

Mr. Passman. Obligations and/or reservations? 

Mr. Mureny. Just obligations. On the nonmilitary side we have 
no reservations. 

Mr. PassMANn. You have the equivalent; but it is not so indicated. 

Mr. Murpuy. Total obligations therefore through April 30 were 
$1,332,700,000. 

Mr. WiaGLeswortn. Where does this appear? 

Mr. Murpuy. That does not appear. It is later information. 

Mr. WiaGLeswortH. What is the figure? 

Mr. Murpuy. $1,332,700,000; or 78 percent of the funds that were 
available were obligated as of April 30. 

The unobligated balance on April 30, therefore, of all the funds 
available was $363 million. We estimate obligations during the 
months of May and June of $216.1 million, which would leave unobli- 
gated on June 30 a total of $146.9 million. 

Mr. Wieeieswortu. That is a different figure from any figure we 
have had before, it is not? 

Mr. Murpny. It is the same figure that appears in the third 
column from the end on this table. The $146.9 million, you will 
notice that. 

Mr. PassmMan. I believe that on April 1, 1956, you estimated that 
you would have unobligated $612 million, is that correct? 

Mr. Murpny. No, sir. The actual unobligated on April 1 was not 
$612 million, sir. It was $363 million. 

Mr. PassMan. I am looking at column 7 on page 39, at the top. 

Mr. Murpuy. That is the estimate of obligations during the last 
3 months of the fiscal year. In other words, we estimated $612 
million, we obligated $396.5 million during April and the balance of 
$216 million we would expect to obligate during May and June. 

A few words about this estimated unobligated balance on June 30, 
of $146.9 million. The major item in that amount is $90 million in 
the. President’s fund for Asian economic development. That is a 
3-year fund available through June 30, 1958. 

Mr. Passman. The $100 million? 

Mr. Murpuy. $100 million appropriated for fiscal 1956. 

Mr. Passman. What part of that $100 million have you obligated 
through April 30? 
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Mr. Murpny. The total obligations through April 30 on that ac- 
count were approximately $4.3 million. 

Mr. PassmMan. Less than 5 percent? 

Mr. Murpny. Yes. 

Mr. PassMANn. How about the other hundred million on a worldwide 
basis? 

Mr. Mvurpuy. Total obligations in that account as of April 30 were 
$41 million. 

Mr. PassmMan. That request last year was $200 million, Congress 
reduced it $100 million, and as of April 30 this year you had only been 
able to obligate slightly under 5 percent of the hundred million? 

Mr. Murpny. Yes. 

Mr. PassMaAn. Please proceed. 


PALESTINE REFUGEE PROGRAM 


Mr. Murpny. Second major item in this $146.9 million estimated 
to be unobligated is $45.3 million in the Palestine refugee account. 
This is an account where we had $62 million available this year. It 
was intended to be used for two purposes, relief and projects for the 
resettlement of refugees. We used the relief money, $17 million. We 
did not use the money for projects for the resettlement of refugees due 
to the very unsettled conditions in the area, and the President has 
requested that that $45 million be reauthorized and reappropriated 
for fiscal 1957. 

Mr. Gary. For the same purpose? 

Mr. Murpny. In 1957 we would expect to use again out of this $45 
million enough to cover relief need, which would probably run $16 
million or $17 million and we would hope to devote the remainder to 
these projects for use of the waters in the Jordan Valley and resettle- 
ment in the Sinai Peninsula, and so forth, during fiscal 1957. The 
remainder of the items in this amount totaling $11.6 million are 
relatively small. They represent the amounts which at this present 
moment we have no programs in train to use and so unless something 
unforeseen happens between now and June 30 they will probably be 
in the unobligated state we predict. 

There is $0.4 million shown on the table in the third column from 
the end, the $400,000 joint control area item near the top. There is 
$9.2 million in the Near East, the third item from the left side. You 
see the $9.2 million for Near East development assistance? There 
is $1 million United Nations technical assistance funds we expect to 
be unobligated, $300,000 for the Organization of American States, 
there is the $45.3 and the 90 which I have already mentioned and 
there is a small item of $700,000 in administrative expenses we expect 
to be in the same state. 

In addition to this $146.9 there will probably be in the neighborhood 
of $15 million which will consist of prior-year funds which have been 
deobligated during this year and which will probably not be reobli- 
gated before June 30. Our estimate is $15 million. There may, of 
course, be other small amounts in various accounts which we would 
expect to be utilized but because of some last-minute hitch in plans 
will not actually be signed into obligation. 

Every year we have a small amount we think will be obligated but 
in the final analysis does not get obligated. 
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Mr. Passman. Mr. Murphy, does the Administration contemplate 
changing the name of this organization in the near future or do plans 
call for keeping the same name we are using at this time? 

Mr. Murpny. Insofar as I know, Mr. Chairman, there is no present 
plan in any stage of consideration which would change the name of 
the organization. 

Mr. PassMAN. It has been changed in the past several times? 

Mr. Murpny. Yes, sir. 


OBLIGATIONS AND EXPENDITURES 


Mr. PassMAN. You may proceed. 

Mr. Murpny. I would like to turn now, Mr. Chairman, to expendi- 
tures if that is agreeable to the committee and I have distributed for 
the benefit of the committee a handout, a three-page handout which 
deals with the expenditure picture. 

Mr. PassMAaNn. We will insert page 39 and page 40 in the record at 
this time. 

(Information referred to follows:) 
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Mr. PassMAN. Without objection, these three pages should be 
inserted in the record at this point prior to your discussion of it. 
(Information referred to follows:) 
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Mr. Murpny. These tables that I have handed out, Mr. Chairman, 
contain the same basic information as the table on page 40. How- 
ever, instead of distributing the information by appropriation as it is 
on page 40, I have it on these tables distributed by geographical area 
and by function. That is, the type of assistance involved. If you 
will note on page 3 of the handout, there is at the top of the page a 
recapitulation which shows on one line for each of the geographical 
areas the pertinent information and then right underneath that there 
appears a functional recapitulation whicn shows the distribution of 
the same amounts by military assistance, direct forces support, 
defense support, and so forth, for the whole world. 

Totals on the bottom of page 3, of course, agree with the totals 
shown on page 40 for ‘‘Other mutual security programs.”’ 

You will note, Mr. Chairman, the unliquidated obligations which 
show on the bottom of page 3 as of the end of fiscal year 1955 totaled 
$1,692,961 ,000. 

Mr. Wiaateswortu. Off the record. 

(Discussion off the record.) 

Mr. Murpuy. Where you see military assistance on these tables it 
indicates where we are doing something as an agent for the Department 
of Defense to carry out a military assistance program. 

In other words, in Europe where you see this military assistance 
there it is the sale of agricultural surpluses with money that Defense 
gave us the local currency proceeds of which are turned back to the 
Department of Defense and then used for offshore procurement. 

Mr. PassMan. On a reimbursable basis? 

Mr. Murpny. No. 

Mr. PassmMan. You are performing this work for the military? 

Mr. Murpuy. The Defense Department allocates military assist- 
ance funds to ICA. We finance the sale of surplus agricultural com- 
modities, the local currency proceeds are received by ICA, turned 
right back to the military department and they use the local currency 
for offshore procurement contracts which they have already entered 
into. Where you see military assistace it is that type of situation 
where we are carrying out some small activity as agents for the Depart- 
ment of Defense. 

Mr. PassMan. You have military assistance, direct force support, 
and defense support. That is indeed confusing. It would be to a 
person reading the record. 

Mr. Murpuy. In what respect, Mr. Chairman? 

Mr. PassmMan. This is economic and technical aid and has nothing 
to do with the mutual security and military assistance program which 
is also a part of the overall program this committee handles. 

Mr. Murpuy. Yes. 

Mr. PassMan. Yet we have it listed here as military assistance. 

Mr. Murpuy. We have subtracted those amounts out. You will 
see on page 3. We have taken those amounts out to show you what 
the economic and technical works out to. 

Mr. WiccLeswortnH. Page 3 is exclusive of military aid and direct 
forces support? 

Mr. Murpuy. Totals on bottom of page 3 are arrived at after we 
have subtracted out military and direct support. 

Mr. PassMan. But inasmuch as they are composed this way, it 
makes it confusing to me. 
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Mr. Murpuy. We are trying to give you the whole picture here, and 
in doing it we have to give you the picture as it comes off in totality 
from the agencies’ records. 

Mr. Passman. We are thinking of this as the economic aid program, 
the technical assistance program, whereas we had witnesses yesterda 
testifying for the military assistance program. Now we pick up mili- 
tary assistance in this program. Your explanation is perfectly under- 
standable as far as I am concerned, but if I were an outsider reading 
the record, I am afraid I would be confused. 

Mr. Murpny. It is complicated. 

Mr. PassMan. I am certainly in agreement with that statement. 

Mr. Murpuy. The figure of $1,692,961,000 on page 3, the first 
column, was the amount of economic and technicel obligations un- 
liquidated on June 30, 1955. That plus the new money made a total 
available for expenditure in fiscal year 1956 of $3,388,626,000. 

We estimate expenditures during fiscal year 1956 of $1,570,079,000, 
which would leave us with an unexpended balance on June 30, 1956, 
of $1,818,547,000. 

A word about actual performance in comparison to projections. 

In the first 9 months of this year the expenditures totaled $1,082,- 
100,000. 

Our estimate of expenditures for the last quarter, April through 
June, is $487.9 million. 

The total of those two figures, the actual through March and the 
estimated for the last quarter, is $1,570 million. 

We contemplate $26.6 million would revert to the Treasury. This 
consists of $11.6 million unobligated funds shown about one-third the 
way up the page and the $15 million of prior year funds which we 
expect will be deobligated and not reobligated during the fiscal year. 

For 1957 the appropriation figure is $1,860 million. We expect 
during fiscal year 1957 we would spend $1,765 million and would end 
fiscal year 1957 with $1,887 million unexpended. 

Mr. PassMaANn. You are using round figures? 

Mr. Murpny. Yes, rather than the exact figures on the table. 

Mr. Passman. In other words, the estimated unexpended balance 
on June 30, 1956, will be larger than the amount of expenditures for the 
present fiscal year? 

Mr. Mourpny. Yes. That is accounted for to some extent by the 
President’s fund for Asia, which is 3-year money. 

Mr. Gary. It would also be larger than the unliquidated obligations 
as of June 30, 1955? 

Mr. Murpny. Yes. 

Mr. Wiacieswortu. I thought Mr. Hollister told us that the 
unexpended balance for the economic end of the program was equal 
to just about a year’s expenditure 

Mr. Murpuy. Our estimate for fiscal 1957 is $1,765 million, and 
we expect to close this year with $1,818 million, which is a $53 million 
difference. 

Mr. Wiacieswortu. Off the record. 

(Discussion off the record.) 

Mr. Murpuy. On that same page you will notice the functional 
recapitulation. On defense support, for example, we expect to have 
an unexpended balance on June 30, 1956, of $1,232 million, and expect 
to spend in fiscal year 1957 almost the identical amount, $1,234 
million. 
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Mr. PassMAN. Off the record. 

(Discussion off the record.) 

Mr. Passman. What is the amount you are requesting? 

Mr. Murpuy. $1,859,975,000. 

Mr. PassmMan. How does that figure compare with the figure you 
asked for last year? 

Mr. Murpxuy. It is approximately the same. 

Mr. PassMan. I would like to know what you requested last year. 

Mr. Murpuy. You appropriated $1,681,000,000 on the non- 
military side, and I think that was $143. 1 million less than we asked 
for, which would mean we asked for $1, 824.1 million. 

Mr. PassMan. In effect, you are requesting the restoration of the 
funds you did not get last year? 

Mr. Murpny. Looking at it in the overall sense that could be the 
conclusion, but they are ‘not for the same identical purpose. 

Looking at the tables on pages 2 and 3, it might be helpful if I 
explained the reasons for the differences in the last three columns 
between the fiscal year 1957 proposed program, the fiscal year 1957 
authorization request, and the fiscal year 1957 appropriation request. 

Mr. PassmMan. That is on page 3? 

Mr. Murpny. Pages 2 and 3 of volume 1 of the presentation book. 

First, Mr. Chairman, if I could speak as to the difference between 
the proposed program column—— 

Mr. PassMAN. That is on page 2? 

Mr. Mourpny. Yes, and the amount of funds that are asked to be 
appropriated, which is the last column. 

The proposed program column, you will note, is $4,995,275,000, 
whereas the appropriation column, the last one on the right, is 
$4,859,975,000. 

The difference between the third from the last and the last column, 
you will note, is $135.3 million. This consists entirely of the 2 items 
I mentioned, the $90 million of the President’s Asian fund which was 
appropriated and authorized last year 

Mr. Gary. Which is already authorized? 

Mr. Murpuy. Which is already authorized, and the second item 
is the $45.3 million Palestine refugee item. 

Mr. PassMAN. Those two make the difference? 

Mr. Murpuy. Those two make the difference. 

Turning to the difference between the authorization and appropria- 
tion request columns, the last 2 columns, there the difference is 
accounted for by 3 items which have previously been authorized. 
The first item you will see in parentheses near the top under ‘‘Military 
assistance,” the infrastructure item of $75 million. That was previ- 
ously authorized but we ask for the appropriation this year. 

The second item is on page 3, also in parentheses, $12.5 million for 
the Intergovernmental Committee for European Migration. That 
has been authorized on a permanent basis, but we need the funds to 
be appropriated this year. 





PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


The third item is the President’s Fund for Asian Economic Develop- 
ment authorized last year for $200 million, and so we do not need 
another authorization, but are asking for an appropriation of the 
second $100 million for fiscal year 1957. 
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Mr. PassMaAn. You are asking for $100 million in addition to the 
$100 million which the Congress appropriated last year? 

Mr. Murpuy. That is right. 

Mr. Passman. And I understand you have already obligated ap- 
proximately $4 million of the total $100 million appropriated? 

Mr. Murpnuy. That is correct, as of April 30. 

Mr. Passman. As of April 30 you have in excess of $95 million 
unobligated of the $100 million Congress appropriated last year? 

Mr. Murpny. That is right. 

Mr. Passman. And you are asking for an additional $100 million 
this year? 

Mr. Murpuy. That is correct. We do not expect to obligate the 
total during fiscal year 1957. We would expect to obligate only about 
$35 million of the second $100 million. 

Mr. PassMan. You mean you would obligate the remainder of the 
first $100 million and dip into the second $100 million if the Congress 
appropriated it? 

Mr. Murpny. Yes. 

Mr. Passman. Is it not true that last year you asked for $200 
million which we were led to believe you needed for immediate 
obligation? 

Mr. Murpny. Yes. 

Mr. Passman. Could we assume you will be as far off this year as 
you were last year? 

Mr. Murpuy. That is a fair question. 

Mr. Passman. I think it is a fair question. 

Mr. Murpnuy. The answer is we have now a year’s experience under 
our belt on this program. We have learned we were obviously op- 
timistic last year as to our expectations, We are trying to stress 
projects which involve more than one country, regional type projects. 
When you try to do business with two or three countries together on 
one project the confusion and delay and negotiation problems are very 
difficult. So we now have in the mill in various stages of negotiation 
this year—and I hasten to add this would not have been possible if 
the $100 million had not been appropriated—which closely approach 
the $100 million. 

Mr. Passman. What do you mean by projects in the mill? Pick 
out one project. 

Mr. Murpuy. Well, the regional atomic energy project, the nuclear 
research project, for the Far East. When we finally put it on the 
books it will run in excess of $20 million. 

Mr. Passman. At this particular stage do you know whether or 
not it will go on the books? 

Mr. Murpny. We fully expect that item will be obligated during 
1956. 

Mr. PassMan. What about the Aswan Dam? 

Mr. Murpuy. That does not relate to this fund. That would have 
to be financed out of Near East funds. 

; _ PassMAN. Under transferability you could take it out of this 
und? 

Mr. Murpuy. Legally, under section 501, it could be financed in 
part from Far Eastern funds. 

Mr. Passman. You know of no plan at this time for the transfer of 
funds for the Aswan Dam project? 
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Mr. Murpuy. That is correct. 

The point I think is very important is that we would not even have 
this approximately $100 million of projects at the stage they are had 
you not appropriated the $100 million last year. 

Mr. PassMan. I think the committee understands that, but the 
fact is you could only obligate $4 million out of the $100 million 
appropriated last year, and last year we received letters saying we 
were fouling up the program if we did not appropriate $200 million. 
We are certainly pleased to see that you could only obligate $4 million 
out of the $100 million, and I think we should have a full explanation. 

Mr. Murpuy. We are disappointed. 

Mr. PassMAN. We are favorably disappointed, let us put it that 
way. 

Mr. Murpuy. The $187 million difference between the authoriza- 
tion request and the appropriation request for 1957 is due entirely to 
the three items which were previously authorized and therefore do not 
have to be authorized again this year. 

Mr. Chairman, that is as far as I expected to go in the general 
statement. I am prepared to answer any questions. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassMAN. We will recess at this time until 1:45. 


AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 

We will resume where we left off this morning. Mr. Murphy, I 
believe you had concluded your general statement? 

Mr. Murpny. Yes, sir, Mr. Chairman. 


UNLIQUIDATED OBLIGATIONS ON JUNE 30, 1954 


Mr. PassMaAn. What amount was certified by ICA as the unliqui- 
dated obligation balance as of June 30, 1954? 

Mr. Murpuy. I cannot give you the precise figure. I think it was 
about $2,285 million. 

Mr. PassMAN. Since there is some degree of doubt on your part as 
to the accuracy of the figure, do any of your staff members have the 
accurate figure? 

Mr. Murpny. I am sure we do not have it that far back, to June 
30, 1954. 

Mr. Passman. That is not too far back, only 2 years. 

Mr. Murpuy. I could get the figure. I do not have it here, 

Mr. PassMan. When could you get it, Mr. Murphy? 

Mr. Murpary. I could get it this afternoon. 

Mr. Passman. Would it be agreeable if vou could call and get that 
figure now, because it has a bearing on further questions I have to 
ask. 

Mr. Murpry. It is agreeable to me. 

Mr. Passman. The committee will recess momentarily. 

(Brief recess. ) 

Mr. Murpuy. Mr. Chairman, on that report, which was due on 
December 31, 1954, we had examined all the documentation but there 
was $25 million we had not fully examined, so we lodged two figures 
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in that certificate. One figure was $2,346,059,553. -Those were the 
the items of which we had completed our examination. There was 
$25 million more—I can give you the exact figure, $25,870,539— 
where we had completed the examination of the documentation as to 
form and legality but had not yet satisfied ourselves that every dollar 
shown as unliquidated was needed, so we reported that ‘Valid, exact 
amount not determined” and continued our exercise through March 
of 1955, at which time we eliminated—and I am waiting to get that 
firure—approximately $4 million of the $25 million as no good. In 
other words, when we finished our exercise, $21 million of the $25 
million turned out to be legitimate and we declared $4 million invalid 
and put that in the deep freeze and removed it from the availability 
of the agency. 

Mr. Passman. To what extent was that figure overstated based on 
subsequent information such as you have just discussed? 

Mr. Murpuy. After we finished our audit, the GAO sent in their 
audit team to audit our audit, and they found about three items which 
we had overlooked. One concerned Pakistan wheat shipments where, 
because of a separate audit they had been conducting, they knew 
more than our own auditors in that particular instance. They raised 
a question on that item. And there was an item on voluntary agen- 
cies. I think the total they found was something like $10 million. 

As soon as we investigated those items they brought to our atten- 
tion and satisfied ourselves they were well taken, we froze that money 
for return to the Treasury. We take this exercise pretty seriously in 
ICA, give it a lot of attention. 

Mr. Passman. Did you include any obligations which had expired 
as of June 30, 1954? 

Mr. Murpny. Do you mean which had no balance in them? No, 
sir. This was only the unliquidated obligations which had balances 
on the books. 

Mr. Passman. Did you include any obligations certified but not 
signed until after June 30, 1954? If so, state the amount. 

Mr. Murpny. We did not include any. 

Mr. Passman. None at all? 

Mr. Murpuy. None at all, One of the requirements of section 
1311 is that. the document be signed by both parties, and we made 
certain we had a signed request and that our obligations document 
was signed. = 

Wait a minute. There is one thing you might be driving at, Mr. 
Chairman. There are what we call cea alae items where we 
embark on a program such as this Christmas gift package, where a 
procurement authorization might be issued which covers 6 or 7 
countries. In a case like that we cannot get the signature of every 
country involved, but these are very, very small in amount. 
would say not more than a few million dollars on the outside. 

Mr. Passman. Technically that amount would have been obligated 
contrary to law? 

Mr. Murpuy. No, not contrary to law. The law, while it points 
up the necessity for a signed request as a basic criterion, I do not 
think would eliminate an item where it was simply impractical to 
get that. 
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OBLIGATIONS AND RESERVATIONS 





Mr. Passman. What is the latest figure you have as to obligations 
and reservations? When I speak of reservations, you do not have 
them as such as in the military-assistance program, but you do have 
contracts which, for all practical purposes, are the same as reserva- 
tions. 

Mr. Murpny. All I can answer is that the documents we record 
as obligations comply with the requirements of section 1311. It is 
true in many instances the amounts on the documents are estimates, 
the best estimates we can make at the time, and it not only binds 
the United States to make its contribution, but it binds the other 
countries to make theirs. So it is a legal binding obligation even where 
the exact cost cannot be determined in advance. Should it later 
develop that, having estimated $1 million for a section of road, you 
should take bids and get it for $950,000, or perhaps $1.05 million, we 
then adjust it to the cost of the contract. 

Mr. Passman. Could it be stated with a substantial degree of 
accuracy that in many instances these contracts are prematurely 
entered into when there is no method of arriving at an accurate cost? 

Mr. Murpuy. I think it can be stated that that has happened. 

Mr. Passman. Why is it we have to be in such a rush to enter into 
a contract for we do not know whether we missed the cost by as much as 
50 percent? Sometimes we are entering into contracts 2 or 3 years in 
advance of the work. You would not run your business that way, 
would you? 

Mr. Murpuy. I will admit if we had everything as we would like 
to have it, we would not have that situation. 

Mr. Passman. It is not a matter of how you would like to have it. 
Would it not be much better if we could determine the cost before 
entering into the contract? The work is not done until 2 or 3 or 4 
years later; is that correct? 

Mr. Murpuy, Yes, on a decreasing scale, Perhaps in the heyday 
of this program, when we get this in good shape, we will still have some 
situations like that. 

Off the record. 

(Discussion off the record.) 

Mr. Mourpny. Mr. Hollister is insisting where there is design and 
construction involved we try to separate the two instead of wrapping 
them in one package. This tends in the direction you want to go, I 
believe, Mr. Eeaiathats 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Murphy, you expressed some disappointment 
about not being able to obligate $96 million of the $100 million Presi- 
dent’s special fund for Asia. Have you had the same experience on 
other programs? 

Mr. Murpuy. Not of that magnitude. The Palestine refugee pro- 
gram is a real disappointment. We believe if we could put that $45.3 
million to work and resettle those people in Palestine we would be 
contributing further to the cause of peace in that area. 

Mr. PassMan. I am in agreement with that. I was over there last 
year and was very much concerned when I saw a new generation grow- 
ing up in the refugee camps. Off the record. 

(Discussion off the record.) 
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OBLIGATIONS 


Mr. Passman. What was the total amount available during the 
current fiscal year for nonmilitary assistance—technical aid and 
economic aid? 

Mr. Murpnry. $1,695,665,000. 

Mr. Passman. What is the latest date for which you have up-to-date 
figures on your obligations? 

Mr. Murpnry. April 30. 

Mr. Passman. What was the figure on that date? 

Mr. Murpuy. $1,332,700,000. 

Mr. PassmMan. That was the figure obligated as of April 30? 

Mr. Murpuy. That is correct. 

Mr. Passman. What do you expect to obligate through the re- 
mainder of this fiscal year? 

Mr. Murpny. For the remainder of this quarter, May and June, 
our estimate is $216.1 million. 

Mr. Passman. Leaving unobligated at the end of this fiscal year 
what amount? 

Mr. Murpny. $146.9 million. 

Mr. Passman. That would revert to the Treasury unless you had 
legislation to carry it over? 

Mr. Murpuy. Yes. We already have $90 million from the Presi- 
dent’s Asian fund. 

Mr. Passman. But the rest would revert to the Treasury unless 
you had legislation to carry it over? 

Mr. Murpuy. Yes. Part of that is for Palestine refugees. 

Mr. PassMan. Does that indicate we gave you more than you 
needed last year? 

Mr. Murpuy. To the extent of $11.6 million. It looks like there 
will be that much we did not need. 

Mr. PassMaNn. So there was no harm done to the program, retro- 
spectively, because of the action of Congress last year? 

Mr. Murpny. No, I do not think so. 


REAPPROPRIATION OF FUNDS FOR 1957 


Mr. Passman. Are you going to request that certain funds be 
reappropriated applicable to 1957? 

Mr. Murpny. Yes. 

Mr. Passman. What amount? 

Mr. Murpuy. Only 1 item, the $45.3 million for Palestine refugees. 

Mr. Passman. That is all? 

Mr. Murpuy. The $90 million is still available from the President’s 
fund for Asia. 

Mr. PassMan. You gave us the total through April, but could you 
give us the amount you obligated in April? 

Mr. Murpny. Yes, sir; $396.5 million. 

Mr. Passman. What percentage would that be of the total avail- 
able funds? 

Mr. Murpuy. Twenty-three percent of the total availability for 
the year. 

Mr. Gary. Are you not asking for $96 million to go over? 

Mr. Murpny. Yes, the $90 million in the President’s fund for Asia 
is 3-year money. 
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Mr. Gary. And you are asking for another $100 million in addition 
to that? 

Mr. Murpay. Yes. 

Mr. PassmMan. What amount did you obligate in June 1955? 

Mr. Murpny. It was a small amount; 25 percent was the limit we 
could obligate in April, May, and June, and we did not have 25 per- 
cent left in April. Could I insert that in the record? 

Mr. PassMANn. Yes, without objection it will be inserted in the 
record at this point. 

(The information furnished is as follows:) 


June 1955 obligations amounted to $191.1 million. 
FUND INCREASE REQUESTED FOR 1957 


Mr. PassMaAN. Will you state again the amount appropriated by 
Congress last year and the request for next year? 

Mr. Murpuy. We are asking for $1,860 million for economic and 
technical, and we had $1,695 million available last year, so the increase 
is $165 million. 

Mr. Passman. Where will the $165 million be spent? Have you 
had an increase across the board in all countries? 

Mr. Murpuy. Not in all countries but pretty much by functions. 

Mr. Passman. Is this to be distributed throughout the entire 
program or is there some reason why you are requesting this large 
increase? 

SPECIAL FUNDS REQUESTED 


Mr. Murpuy. The answer to the first question is in the affirmative. 
There is a new item, of course, a special item, this new request for $100 
million in the Near East which would be used for other than military 
purposes. 

Mr. PassMan. You have 1 item for the Far East, 1 for the Near 
East, and 1 that is worldwide? 

Mr. Murpny. That is correct. The two in the Far East and Near 
East are not quite the same kind of things. The Asian fund is for 
developmental projects with emphasis on regional type projects. 
The Near East is more in the nature of an emergency fund to be used 
in an emergency or crash program, to make up a foreign exchange 
gap, for example, or provide budgetary support to help maintain an 
army. 

Mr. Passman. Is that not true of the President’s special fund? 

Mr. Murpuy. On the special President’s fund that is true, but on 
the President’s Asian fund 

Mr. Passman. You had two last year? 

Mr. Murpuy. Yes, and we want three next year. The Near East 
fund and the President’s worldwide fund are similar. The President’s 
Asian fund has emphasis on developmental] projects. 

Mr. PassmMan. But the President has transferability and could use 
the fund? 

Mr. Murpuy. Yes. 

Mr. PassMAN. So we start with the $100 million President’s special 
fund. Last year you came in with a program for $200 million for the 
President’s Asian fund. We cut it to $100 million, and now you want 
another $100 million, which gives you 3 separate funds that you want 
for next year? 
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Mr. Murpuy. Yes. 

Mr. Gary. In addition you have approximately $96 million from 
the other fund? 

Mr. Passman. That was in the $200 million fund we cut to $100 
million last year. I read reports about the great damage we had 
done to the program, and yet we find this year they can only obligate 
$4 millioa, leaving $96 million unobligated. 

Mr. Murpuy. That is the April figure. Our total expectation is 
$10 million for this fiscal year. 

Mr. Gary. In these three funds of $100 million each requested, 
you have $390 million, because you have $90 million that has already 
been appropriated for one of these funds, so there will be $390 million 
in the President’s funds altogether if we grant your request? 

Mr. Murpuy. Yes. 

Mr. Passman. If, in its wisdom, Congress should not authorize the 
third special fund you are requesting, inasmuch as you estimate you 
will have $90 million in one of these funds on June 30 of this year, do 
you think it will do any great damage to the program? 

Mr. Murpuy. Without a crystal ball I cannot say. It depends on 
what happens in the Near East next year. From the Asian fund we 
cannot transfer more than 10 percent to other parts of the world under 
section 501. 

Mr. PassmMan. But you have other funds for other parts of the 
world? 

Mr. Murpny. Yes. 

Mr. Passman. If this is a policy question you may not want to 
answer it. If you would like to elaborate on it for the record, we shall 
be glad to have you do so. 

Mr. Murpuy. I cannot give any specifics on it. 

Mr. PassMan. You would not be unduly alarmed, though, inasmuch 
as you have large carryovers from the two previous funds? 

Mr. Murpauy. I could not tell you. I would be concerned about 
the loss of flexibility that would occur in the Near East. If we had 
to use a lot of money in a hurry over there we would perhaps have to 
use all the President’s fund and 10 percent of the Asian fund, and I 
think it is Mr. Hollister’s policy to hold this emergency fund until we 
have a situation that requires its use, and not use it for anything that 
happens to come along. 


LOANS INSTEAD OF GRANTS 


Mr. PassMAN. You are dealing with these funds all the time. Of 
course a certain amount of the money we refer to as outright grants, 
and others are made on a loan basis? 

Mr. Murpny. That is correct. 

Mr. PassmMan. What would be your opinion as to the worth of these 
loans we are making? Do you think they are all sound? 

Mr. Murpny. I have no doubt as to the intent of the borrowers to 
repay them. 

Mr. PassMan. Have you heard of any resentment on their part 
because they are loans rather than grants? 

Mr. Murpuy. No, to the contrary. Many prefer loans to grants. 
My only concern is what is the currency going to be worth when it 
comes back. 





209 





Mr. Passman. But you do feel these loans are received in good 
faith and that these countries expect to pay them back? 

Mr. Murpay. I have no doubt of that. 

Mr. PassMan. You have no doubt as to the loans being good and 
the intention of the countries being good to pay them back? 

Mr. Murpny. That is right. 

Mr. Passman. You do not think we are making a mistake or 
offending any of these countries by putting them on a loan basis 
rather than a grant basis? 

Mr. Murpuy. No, sir. 

Mr. PassMan. Thank you very much. 


SPECIAL FUNDS 


Mr. Fernanppz. You are asking for one $100 million emergency 
fund worldwide? 

Mr. Murpuy. Yes. 

Mr. Fernanpez. And one $100 million fund for the Near East? 

Mr. Mourpuy. For nonmilitary, yes. 

Mr. Fernenpez. And you have a $90 million carryover for Asia. 
What is the fourth one? 

Mr. Murpuy. It is an additional $100 million in the Asian fund. 
That is 3-year money. 

Mr. Fernanpez. This morning you mentioned a project you desig- 
nated as the Far East reactor project. Will you tell us about that? 

Mr. Murpuy. I am afraid I am not competent to give you the 
details of that project. It is the Asian nuclear research center which 
the United States proposes to establish in the Philippines. Whenever 
you get in the atomic energy business, I get lost very quickly. Dr. 
Fitzgerald, who will come later, will talk about that, and Admiral 
Strauss will be here to talk about the $5 million asked for atomic 
reactors in this program, and they will be more qualified to go into 
that. 

Mr. Fernanpez. When you speak of the Asian fund you include 
the Philippines? 

Mr. Murpuy. Yes; we start with Afghanistan and go all the way 
to Korea. 

Mr. WiaeiteswortH. On the basis of the request, you would have 
$190 million in the Asian development fund: $100 million in the Near 
East fund: and $100 million in the President’s worldwide fund? 

Mr. Murpny. That is correct. 


TRANSFERABILITY OF FUNDS 


Mr. WiaeLeswortH. The Asian funds is transferable to the extent 
of 10 percent? 

Mr. Murpuy. Yes, each appropriation under section 501 can be 
tapped to the tune of 10 percent. 

Mr. WiceLeswortH. The Near Eastern fund is transferable to the 
same extent? 

Mr. Murpny. 10 percent. 

Mr. WiceLteswortn. And the President’s worldwide fund can be 
used anywhere, 100 percent? 

Mr. Murpny. Yes. There is a limit on the transfers out of 10 
percent, but the transfers in may go as high as 20 percent. 
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Mr. Forp. It is my understanding that the authorization bill 
recently approved by the House Foreign Affairs Committee makes 
the transferability 15 percent rather than 10 percent. Is that correct? 

Mr. Murpny. I do not know. I did not get the report until last 
evening and did not have a chance to read it. Maybe Mr. Cutter can 
answer that. 

Mr. Forp. I was told that by a member of the committee. I have 
not verified it myself. 

Mr. Murpny. It could be. 

Mr. WiaeLeswortnH. You say there is a 20-percent limitation on 
transfers in? 

Mr. Murpry. Yes. 

Mr. WiaGieswortuH. Then there is a double limitation? 

Mr. Murpny. Yes. 

Mr. Wice._eswortuH. Does that 20-percent limitation apply to the 
President’s worldwide fund also? 

Mr. Murpuy. That fund does not transfer. It can be used for 
any purpose anywhere in the world. 

Mr. Wiee.eswortu. There is no limitation on it at all? 

Mr. Murpny. No. There is a $20 million limitation on how much 
can be used in any one country. 

Mr. Curter. The answer to Mr. Ford’s question is there is no 
change in section 501 on the 20-percent limitation which can be added 
to any appropriation. 

Mr. Forp. Is there any change in the transferability act? 

Mr. Currer. No, that provision is left as it is in the present act, 
except that an additional sentence has been proposed for addition to 
section 501 with respect to transfers for use under section 201 only. 

Mr. WiGGLEeswortn. 10 percent? 

Mr. Curter. Yes, that is the amount which may be transferred 
out of the funds made available pursuant to any provision of the act. 


OFFSHORE PROCUREMENT 


Mr. Wiae.ieswortn. Is there any overall figure for offshore pro- 
curement? 

Mr. Murpny. Are you speaking of military offshore procurement or 
the whole program? 

Mr. Wicciteswortu. The whole program. 

Mr. Murpuy. No, there is not. I am sure the Defense Depart- 
ment official could give you some information on the military s de. 

I can tell you this. We did a study on our expenditures for com- 
modities during fiscal year 1955 and found out that for every dollar 
paid out for commodities in the nonmilitary program, 82 cents was 
paid to United States suppliers and 18 cents to foreign suppliers. 

Mr. WieG.teswortn. You do not know of any limitation on the 
maximum that can be spent for offshore procurement? 

Mr. Murpuy. No. ‘There is no legal limitation I know of. 

Mr. WiaciteswortH. Do you know what the figure will be for 
fiscal 1956? 

Mr. Murpuy. We had a figure for the first 6 months of 1956 which 
showed 65 percent of commodity expenditures for the first 6 months 
had gone to United States suppliers. 

Mr. Wiae.ieswortu. For offshore procurement? 
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Mr. Murpuy. I think I have a figure here. Could I pass that 
question and have someone look that up and then come back to it? 

Mr. Wiceteswortu. | there anything contemplated in terms of ship 
construction under offshore procurement in fiscal 1957? 

Mr. Murpary. On the nonmilitary side, definitely not. Whether 
there is on the military side, I do not know. Mr. McGuire, is there 
anything in the offshore procurement program for construction of 
ships? 

(Statement off the record.) 

Mr. WiaeLeswortH. Where is that going and when is it? 

Mr. McGutre. I can get that for you. I do not have it broken 
down in my chart. I think you had better let me get that. The 
figure I gave you is for construction in American yards. You want 
the offshore figure? 

Mr. Wiaaiesworrn. Yes. 

Mr. McGurre. I will get that for you. 

Mr. Murpny. | am afraid I do not have that figure. If I may, 
I will supply it for the record. 

Mr. WiaaLesworts. Very well. 

(The information requested is as follows:) 

Of commodity expenditure made by ICA during the period July 1-December 


31, 1955, totaling $374.7 million, 65 percent or $242.7 million was paid to United 
States suppliers. 


LIMITATION IN AUTHORIZING LEGISLATION ON USE OF FUNDS 


Mr. Forp. I have a copy of the proposed authorization bill, H. R. 
11356, as reported by the House Committee on Foreign Affairs on 
May 22, 1956. On page 3 of this proposed legislation, under section 
201, ‘“‘Authorizations, (b)’’, I quote: 

The President is authorized to utilize the funds herein made available for 
purposes of this title to accomplish in these areas policies and purposes declared 
in this act and to disburse them on such terms and conditions, including transfers 
of funds, as he may specify. 

What does that mean? 

Mr. Murpuy. Well, your question is, I take it, directed to 
“including transfers of funds’’? 

Mr. Forp. “As he may specify.”’ 

Mr. Murpuy. That means transfer of funds from the United States 
to the other country; it does not mean transfer of funds in the sense 
we are talking about as between amounts of appropriations, or item 
in this bill. In other words, in certain circumstances, the President 
may specify that the best way to carry out our objective might be to 
give the country some cash. 

Mr. Forp. To give it United States dollars? 

Mr. Murpuy. That is right, instead of in the normal way through 
supplying commodities, technicians, and services. That is what it is 
intended to mean, that we can transfer actual funds rather than 
services or commodities. 

Mr. Forp. Any or all amounts made available? 

Mr. Murpuy. Oh, no; this is just section 201, the development- 
assistance authorization. Section 201 authorization is the author- 
ization of development assistance. 

Mr. Forp. Which, according to this bill totals, in fiscal year 1957, 
$243 million? 
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Mr. Murpnuy. That is correct. This, of course, is not as the 
President requested it. What they did is to take the 2 development- 
assistance funds $63 million and $80 million for the Near East and 
Asia—or, the other way around, the $100 million for the Near East 
fund out to get the $243 million which is available for the whole area. 
At the same time, of course, they revoked the authorization of $100 
million of the Asian fund. So where the President had requested 
$343 million of new obligational authority in fiscal 1957, this bill cuts 
it down to $243 million. 

Mr. Forp. But lumps it all in one? 

Mr. Murpny. That is correct. 

Mr. Forp. And makes the fund available in any area? 

Mr. Murpny. In the Near East or Asia; that is correct. 

Mr. Forp. It does not pertain to transfer within other titles of the 
authorization act? 

Mr. Murpnuy. No, sir. 

Mr. Forp. I gather, however, in one of the further provisions on 
page 4 of the proposed authorization, there is a limitation providing 
that no more than 25 percent of the funds made available which, on 
on the basis of the authorization cut would be $243 million, could be 
made available to any one country? 

Mr. Murpuy. That is correct. 

Mr. Forp. Is that contrary to or in consonance with the President’s 
request? 

Mr. Murpuy. That would be contrary to the President’s request. 
This is the provision that was applied last year on the Asian economic 
development. Congress wrote in a provision last year that of the 
$200 million requested to be authorized and that was authorized and 
for which you appropriated $100 million, not more than 25 percent 
could be used in any one country. This reflects that limitation and 
makes it applicable to the economic program. And on this $243 
million, it can be argued that this provision as proposed gives a greater 
flexibility than was originally recommended. Certainly in one sense 
it does. The whole $243 million is made available for the Near East 
and Asia, and in that sense it makes for greater flexibility. Whether 
the 25 percent offsets the whole amount, I would not know without 
sitting down and looking at each country program and finding out 
whether it is planned to spend more than 25 percent in there. But 
certainly in the sense it is $243 million instead of $343 million, it is 
considerably less flexible. 

Mr. Forp. The same 25 percent applicable to $243 million, rather 
than 25 percent applicable to the smaller sums in different chunks, does 
give a greater flexibility. 

Mr. Murpnuy. Yes; and except I do not know if the provision is 
applicable in the regular development assistance appropriation. 
The only question I think there is in the Asian development assistance 
amount. Last year the Near East development fund did not have 
any limit on how much could be extended to any one country as in 
our regular Asian development assistance appropriation. If on the 
$243 million development program the 25 percent applied, this would 
make it applicable to all 3 funds. 

Mr. Forp. The 25 percent limitation on the $200 million did not 
affect the flexibility? 

Mr. Murpny. No, sir, not on that basis, it did not; but it could 
easily affect us in this when you cut $100 million off of the total and 
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consider the whole area. I would have to take the country proposed 
programs and examine them and see if any one exceeds 25 percent of 
the $243 million. India is the largest; it would be affected. You 
sor not get that $70 million into $243 million; you would need $280 
million. 

Mr. Forp. There is some degree of logic that this provision gives 
you more flexibility in reality than you originally recommended? 

Mr. Murpny. In one direction it definitely does, because now we 
have to switch between an Asian country and a Near East country 
under the regular section 501 authorization. By putting the 2 
together in 1 sum, clearly you do not run up against the present 
limitation of the 501 authority. Whether it would be offset by these 
others I could not say without a careful study. 

Mr. Forp. That is all. 

Mr. Murpny. My attention is called to the fact there are other sub- 
sequent limitations also bearing on that which, frankly, I have not 
had a chance to read. They may also affect the overall flexibility 
picture. 

ASWAN DAM 


Mr. Gary. Taking up briefly again this Aswan Dam proposition, 
what money is going to be used for the construction of that dam? 

Mr. Murpnuy. May I go off of the record on this? 

Mr. Gary. Yes. 

(Discussion off the record.) 

Mr. PassMAN. You mentioned that you could not hold the money 
any longer. What if everything had worked out just as we antici- 
pated and they said, “We will accept the $55 million’’? 

Mr. Mourpuy. I think somebow we would have had to make it 
available. 

Mr. Passman. I thought you stated prior to today that it had al- 
ready been found? 

Mr. Murpny. At one time. To be perfectly frank, at one time 
tn had $54 million with a label on it in reserve for financing the Aswan 

am. 

Mr. PassMAn. A minute ago you mentioned you could not hold it 
any longer. Does that mean you had to rush back in and find some 
way to spend it? 

Mr. Murpuy. The way you express it, to rush back in and find 
some way to spend it, we never tried to find some way to spend it. 

Mr. PassmMan. That is just the way I had of expressing myself— 
to rush back in. It was indicated you had a limited number of days 
to get this obligated for some other purpose, and you held it as long 
as you could. 

Mr. Murpny. Thatisright. In consideration of the other pressing 
demands which otherwise could not be met if we continued to hold it. 
And we met those pressing demands and had $11 million left over. 
So actually, if we were faced with the necessity of financing this, we 
would have resorted to our friends in Defense for help in finding it. 

Mr. PassmMaAn. But inasmuch as they did not accept it when it was 
offered you were not faced with that necessity. 

Mr. Murpny. That is right. 

Mr. Passman. But you would have had to spend less money on 
some programs if they had accepted it; is that correct? 
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Mr. Murpuy. That is right. We would have had to defer some 
other things until 1957. 

Mr. PassmMan. And at the time you had earmarked this $54 million 
“not to be touched,” you did not know where you were getting the 
$54 million? 

Mr. Murpuy. Oh, yes. We would have financed it from the Near 
East assistance appropriation, probably by transferring some money 
into that account to supplement money already there. 

Mr. PassMANn. But you would not have worked that out until such 
time as you got around to it, if there was need for you to work it out? 

Mr. Murpuy. That is correct. 

Mr. FerNanDeEz. When and where would you get the other $130 
million for Aswan Dam? 

Mr. Murpuy. Of course we made no commitment for subsequent 
phase financing, except to say the United States would favorably 
consider a future application to put finances into this dam if circum- 
stances appeared proper. 

Mr. FerNanpeEz. But you had some idea that $130 million might 
be necessary and what proportion the British were going to put in? 

Mr. Murpuy. The total of the first phase was $70 million. That 
left $130 million for which they had no pledges from anybody. IBRD 
pledged $200 million and the British and the United States $70 
million. That left $130 million foreign exchange requirement with 
no pledges at that time. 

Mr. Fernanpez. And we would have put in ours even if the 
British did not put in theirs? 

Mr. Murpuy. That is conceivable, but not probable. 

Mr. Fernanpez. I was wondering where the balance was going 
to be made up and in what proportion. I assume you are thinking 
about where the balance is going to come from. 

Mr. Murpny. Of course it is a 20-year project, minimum of 10 
years that it is expected will be required to complete the dam and 
possibly the United States might not be called on for more money for 
some years. 

Mr. Fernanpez. Or not at all? 

Mr. Murpuy. It is quite hard to imagine not at all. 

Mr. Passman. We keep saying the United States and Britain 
would put in $70 million, but is it not true that our part was $55 
million and Britain’s was $15 million? 

Mr. Murpny. That is right. 

Mr. PassMan. That is on the first phase of the Aswan Dam? 

Mr. Murpny. That is right. 

Mr. PassmMan. On the second phase, you mean we are not com- 
mitted legally, but we may be indirectly and morally committed to 
the $155 million? 

Mr. Murpny. The total would be $130 million, for which there has 
been no offer. 

Mr. PassMan. In addition to the $70 million? 

Mr. Murpauy. In addition to the $70 million. 
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Mr. Passman. It is $130 million, because the overall grant was 
$200 million. 

Mr. Gary. But we are only committed to $55 million. Our total 
contribution would be a maximum of $130 million in addition to our 
commitment of $55 million? 

Mr. Murpuy. That is correct. 

Mr. Gary. We are not committed to the $70 million; we are only 
committed to the $55 million? 

Mr. Murpuy. That is right. 

(Discussion off the recind.) 

Mr. Lannam. Did the International Bank ever agree to make the 
loan that was involved? 

Mr. Murpny. Yes. They had planned to put up $200 million—in 
other words, 50 percent of the foreign exchange requirement, but their 
part would not be needed until about 1959, as I understand. 

Mr. Lanuam. Was our commitment or offer actually withdrawn? 

Mr. Murpnry. No, sir. 

Mr. Lanuam. It is still outstanding? 

Mr. Murpuy. The offer is still outstanding. 


Tuurspay, May 31, 1956. 


STATEMENT OF SUPREME ALLIED COMMANDER, EUROPE 


WITNESS 


GENERAL ALFRED M. GRUENTHER, SUPREME ALLIED COM- 
MANDER, EUROPE 


Mr. Passman. The committee will come to order. 

We are certainly pleased to have General Gruenther, Supreme 
Allied Commander of the NATO forces in Europe, with us this after- 
noon. 

I think heretofore you have testified off the record, is that correct? 
You may handle it the same way this year. We are indeed happy to 
have you with us, because we know you will give us valuable infor- 
mation. Please proceed in your own way. 

General GrueNTHER. My remarks will deal principally with the 
situation in Europe. In this regard I would like to say that, although 
I am going to be testifying primarily on the European situation, | 
am. in complete support of the whole program and the concept con- 
tained in the President’s recommendations to you. 

Mr. Passman. From this point on you would prefer to have it 
strictly off the record? 

General GrurentHeER. I think so. 

Mr. Rooney. Mr. Chairman, we have this situation. Every year 
when our friend, General Gruenther, testifies the record is barren of 
a single remark other than “How do you do, General,” and then the 
thanks of the general to the committee. That is all the printed 
hearings ever show. 

I have just been looking at the AP wire upstairs and General 
Gruenther is widely quoted on the subject before us. The informa- 
tion we get here this afternoon with few exceptions will be in the 
press tomorrow. 
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Mr. Passman. Of course, we have heard that same comment every 
year, but it was by request, General, that your testimony was kept 
entirely off the record. But if you have testified before another com- 
mittee with a good part of your testimony going on the record, I 
wonder if we may proceed on that basis and you indicate when you 
want it entirely off the record. 

General GruENTHER. I presume the ticker Mr. Rooney is referring 
to, carries some of the statements I made in open session this morning 
before the Senate Foreign Relations Committee. After the open 
session, during which there were no questions, the Senate committee 
went into executive session. I have some classified charts here. I 
will just not refer to them if that is your pleasure. 

This chart shows the organization of NATO. I am responsible for 
the defense of that part of Europe shown in green on this chart. My 
responsibility extends from the northern tip of Norway to the eastern 
borders of Turkey, a distance of some 4,000 miles. 

I would like to report on the progress we have made there and to 
discuss the prospects for the future. When General Eisenhower ar- 
rived there in January 1951, the defenses were at a low point. Not 
only were the resources we had very small but what was even worse 
there was no common strategic concept for using the meager forces 
that were available. 

We did not even have adequate communications with our subordi- 
nate headquarters. That situation has changed very considerably. 
We now have forces numerically four to five times as strong as they 
were then, we have a command structure, and we have a common 
concept for defense of the area. Each commander has made plans to 


implement this concept. We have a headquarters at Oslo for the 
protection of this northern area, a headquarters at Fontainebleau for 
the defense of the center, a headquarters at Naples for the protection 
of Italy, Greece, and Turkey, and a fourth headquarters at Malta 
for the protection of the Mediterranean lines of communication. 


REDUCTION IN SOVIET FORCES 


Now we have based our planning on what we refer to as Soviet 
capabilities. We do not base our plans on an estimate of Soviet 
intentions, because we are unable to evaluate them. ‘Trips, smiles, 
invitations, receptions, and so forth, while they are interesting, do not 
serve as the basis for our planning. 

We are concerned all the time with what the Soviets have in the 
way of military power, economic power, and other capabilities. That 
brings me to the reduction in forces that was announced 10 days ago. 
You will recall that the Soviets announced they would reduce their 
forces by 1,200,000 men, to include 60 army divisions, 3 air divisions, 
and 375 naval vessels that would be put in reserve. 

Since our planning is based on the enemy’s capabilities, we have 
spent some time in evaluating how this reduction, if it takes place, 
would affect our planning. 

In starting off, I should explain the basis for our own strategy. 
Take this particular area where General Eisenhower was very much 
concerned in World War II. As a result of the development of 
atomic weapons, we plan to defend this area with considerably less 
in the way of forces than would have been required in 1944. To do 
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this we must have an integrated atomic capability, and our plan to 
defend with fewer forces centers about that. 

Now, for some time we have speculated on why the Soviets have 
maintained 175 divisions plus some 7% satellite divisions. We came 
to the conclusion some time ago that they had more divisions than they 
needed if they were going to use a strategy geared to modern weapons. 
We estimated in our own thinking that they constituted just as serious 
a threat to NATO if they reduced their forces to about 100 divisions. 
What they have done now is announce that they will reduce to 115 
divisions, still, of course, with the 75 satellite divisions in addition. 

The next figure is the three air divisions. Three air divisions 
consist of about 300 planes. The Soviet Air Force now consists of 
20,000 planes. A reduction of 300 out of 20,000 is not significant 
unless, of course, the 300 should be the new long-range jet bombers. 
But we question very seriously whether that is where the reduction 
will be effected. 

On the third element, naval forces, the Soviets have announced 
they are going to put in the reserve fleet 375 vessels. They have 400 
submarines, 80 of which they built last year. If those 375 naval 
vessels that are going to go in reserve should turn out to be submarines, 
that would be a significant reduction. But I think again we can be 
permitted reasonable doubt that in this case the reduction will be in 
submarines. 

Therefore, in basing our planning on military capabilities, we have 
come to the conclusion that even if they carry out the planned reduc- 
tions they announced the Soviet capability against us will be substan- 
tailly unchanged, and we will still need the forces we had previously 
planned on having. 

That means that we still need a German contribution and that we 
need it now just as badly as we did a month ago, just as badly as we 
did a year ago, just as much as we did 2 years ago. 

From the standpoint of Soviet military capabilities we do not feel 
that the change is significant. 

That raises the question why the Soviets have made this announce- 
ment. We do not know why they made it, but there are several 
possible reasons. One reason could be the one I have just suggested, 
namely, modernizing their forces to fit a new strategy, a problem we 
have been working on for the last 3 years. 

Secondly, they may need more manpower in industry or agriculture. 
In 1953 the Soviets started to feel the effects in their labor force of 
their lower wartime birth rate. The rate of additions to their labor 
force will continue to be lower than normal for several years. So 
they may have a need for that manpower. 

Thirdly, they may have a propaganda objective, because right now 
the Germans are considering legislation for their armed forces. The 
Bundestag is at this very moment debating the question, and the 
Soviets may hope to influence Bundestag action by announcing a 
reduction of this sort at this time. 

These are possibilities, but we do not know what is in their minds. 
In any event we must work on capabilities, and we say those capabili- 
ties are substantially the same. 

An important point to remember in connection with this announce- 
ment is that it is a unilateral demobilization to be carried out behind 
closed doors. The Soviets are not submitting to any control or to 
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any inspection system. There is no inspection system connected 
with this announced reduction. I do not rule out the possibility that 
they might invite observers in to see certain units demobilized. 

As you know, the heart of any dependable disarmament program 
must be an effective inspection system. Thus far the Soviets have 
refused to agree to any such system. You will recall that the President 
last July suggested the open skies proposal. Soviet acceptance of 
such a proposal would materially reduce the danger of a surprise 
attack. The Soviets have not only refused to accept this idea; they 
have in fact ridiculed it. 

At the Labor Party dinner meeting a month ago in London, one of 
the Labor Party members said to Khrushchev ‘‘Would you ever agree 
to this open skies proposal?” Khrushchev replied, ‘“We do not want 
people in our bedrooms.” So the question was followed up—‘‘How 
about in your front garden?’’ He said ‘‘We do not want them there, 
either.” 

I want to make a very big distinction between this Soviet unilateral 
demobilization and a disarmament plan. If this were a part of a dis- 
armament plan, subject to the necessary controls, it might be signifi- 
cant. In any event it is too early to tell and, without the required 
controls, it will be difficult to be sure. From the standpoint of the 
Soviet’s capabilities, upon which we base our planning, we feel that 
it is not significant. Any reduction or delay in the buildup of our 
forces based on this Soviet announcement would be unwise at this 
time. It would be particularly dangerous if the Germans came to 
any such conclusion. 

Mr. Gary. In that connection, if I may interrupt a moment, do 
you view their invitation to officers of our Air Force to view some of 
their maneuvers in the same way? 

General GruentHER. Well, they may have something like that in 
mind, but I just am not familiar with that problem. Under their 
new policy it is the type of activity in which they could engage, and 
the propaganda effect is not without significance. 

Mr. Gary. You have no idea they will show us anything we do not 
already know, do you? 

General GruENTHER. I do not know. The June 24 air show is an 
annual affair. We will have a better idea of what they may see after 
they start rehearsing a few days before the show. We do not know 
now what they will show. 

Now that I have discussed the possible effects of the Soviet an- 
nouncement, I would like to mention how we have solved some 
problems in NATO and to discuss some of our weaknesses. 


AIRFIELDS 


This chart shows the Soviet airfield complex in an area of concern 
to NATO. 

When General Eisenhower came to Europe, the Soviets had about 
two-thirds the number of airfields they have today in this area [point- 
ing]. When these were compared to the few fields we had—about 20— 
it made a very discouraging picture. General Eisenhower's immediate 
decision was that we must build some airfields and that raised the 
problem, how does an alliance build airfields? How do you decide how 
much Norway should pay for an airfield in Italy or how much France 
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shouldfpay for one in Turkey? The Finance Ministers debated that 
for about a year and finally came up W ith an answer based, not on 
any formula, but based on a long series of discussions. 

The fact is we got an agreement and we now have the airfields shown 
on this chart, all financed by NATO. These little black and brown 
dots represent airfields that are programed but still in the process of 
being built. This was very significant progress, and it enabled NATO 
to mitigate a serious deficiency in its air posture. 

You will notice there are no airfields shown here. That is because 
this chart shows only those airfields that were financed by NATO. It 
does not show national airfields. This chart shows the national plus 
the NATO airfields. This, then, is our airfield complex. It repre- 
sents a very significant advance and gives us a very good air capability. 
In spite of our improved airfield position the Soviet air threat is still 
cause for concern. 

Speaking of our air situation raises the air defense problem that in 
Europe is so serious. The everpresent possibility of surprise attack 
wnd the short warning time that would be possible complicate the 
problem. ‘That is one reason why we are so interested in the Presi- 
dent’s Open Skies proposal, which we feel would provide a large meas- 
sure of reassurance in respect to a surprise attack. 

Our airfield complex presented us with the logistic problem of 
getting jet fuel up for the planes. We were able to solve that by 
programing and financing the pipeline system shown on this chart. 
We now have about 3,000 miles of pipeline financed in the same way 
as were the airfields. Although parts of the system are in operation, 
it will not be completed until 1958. Both of these programs—air- 
fields and pipelines—represent major progress. 

The forces we have are not only numerically 4 to 5 times stronger 
than they were in 1951, but they are also better trained and better 
equipped. 

However, our forces are still not strong enough to be able to imple- 
ment what we call a forward strategy. We will be able to do that 
when we have the German contribution consisting of some 12 German 
divisions, 1,300 aircraft, and a naval contribution for use in the Baltic. 
When those forces become effective, then we feel that we will be able 
to mount a more effective defense. 

Mr. Passman. General Gruenther, we have a quorum call and we 
will have to recess for 5 minutes. 

(Brief recess.) 

Mr. Passman. The committee will come to order. 

General Gruenther, would you like to proceed from where you left off? 

General GruenTHeEr. Just to summarize, Mr. Cannon, I have 
described how we solved an airfield problem, we started with 20 
airfields and now have about 130, and I mentioned other progress we 
have made in NATO. 

I also covered the Soviet reduction in forces, what it meant in terms 
their capabilities against NATO. I told the committee that as far as 
capabilities are concerned the Soviets would be just about as effective 
if and after they complete this reduction as they are now. As we see 
it, they are simply modernizing their forces. 

I would like to talk br iefly about some of the statements concerning 
NATO that are heard from time to time. These statements indicate 
sincere concern by responsible people—concern over the problems we 


face in NATO. 
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FRENCH PROBLEM IN ALGERIA 


First, the French withdrawal of forces from, generally, this area to 
North Africa [indicating]. The Algerian problem has been bothering 
the French for the last 2 years, and recently it has gotten worse. 
This area has a population of 8% million Moslems and 1,200,000 
French. These French have been living there many of them for all 
of theirlives. Their fathers and grandfathers lived there before them. 
The Moslems have started a guerrilla warfare seeking a greater meas- 
ure of independence from France. In an effort to maintain order the 
French Government has moved forces from France and from this 
area [indicating]. These moves have weakened NATO’s defenses. 
The French Government realizes this, and they want to get their 
forces back to Europe as soon as they can. However they also 
want to settle the North Africa problems. 

The French desire to get a political solution in Algeria. However, 
they have taken the position that the guerrilla warfare must end 
before they will work out a political settlement. That settlement will 
be a tough one because the large French population controls the bulk 
of the resources of the country, and yet they are outnumbered 7 to 1 
by the Moslems. The French know that any solution will have some 
difficulties. They also know that they should reconstitute their forces 
on the European continent. They will try to get the forces back, 
but they have not yet and we are weaker in this sector. 


GERMAN REARMAMENT 


Next, German rearmament. Our early estimates on the speed of 


German rearmament were perhaps over-optimistic. The Germans 
have moved more slowly than we had hoped.they would. They are 
now in the process of enacting legislation that will permit them to 
meet their commitment of 12 army divisions, 1,300 aircraft, and a 
small navy. 

Mr. Passman. Does it look encouraging? 

General GruEenTHER. I think so. I think that by the end of this 
year they will have approximately five divisions. They will not be 
fully trained, but the Germans will have them formed and will go on 
from there. Chancellor Adenauer will be here in the next 10 days 
or 2 weeks and may speak further on the subject. 

A third problem is Cyprus. There is a three-cornered disturbance 
there involving Greece, the U. K., and Turkey. The population 
is about 500,000, with 100,000 Turks and 400,000 Greeks. Any 
solution will have to be acceptable to all three powers. This dis- 
agreement among three NATO countries is a source of strain to the 
alliance. 

However, none of these three problems indicates any lack of effort 
on the part of the NATO nations. The fact that the French are mov- 
ing troops to North Africa does not mean that the French are less 
dedicated to NATO. There is no lack of determination to meet 
their NATO commitments; it is just that the French consider the 
North Africa problem as more urgent now. Nevertheless, it is a 
strain on the alliance. 
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NEED FOR GREATER PUBLIC SUPPORT OF NATO 


I showed you how we got the pipelines started and how we got our 
airfields built. These were both very difficult problems, but at the 
time the North Atlantic Council approved them, Stalin was acting very 
belligerently. Now the Soviets are doing everything they can to 
relieve tensions and make us relax. That presents a problem and a 
challenge for the future because more than ever we must have the 
continued public support of the 400 million people in NATO. 

There is no romance in a peacetime alliance. With 15 nations, 
each having its own sovereignty and traditions, it is difficult to get all 
the nations to act in unison. With their gun-in-the-back method, the 
Soviets quickly achieve one form of unity. Ours is necessarily a more 
cumbersome process and a more trying process. Although I do not 
suggest we adopt the Soviet method, 1 do say we need to get better 
public support for the NATO alliance and the mutual security concept. 


SOVIET ATTITUDE TOWARD NATO 


I am convinced that the alliance system can work and that it must 
be made to work. Iam convinced that we have made great progress 
in NATO. We can find a good deal of consolation in the attitude the 
Soviets have toward NATO. Repeatedly they talk about why it 
must be dismembered. Just. a year ago they created a NATO of their 
own, a very pale imitation indeed, the Warsaw Pact, mainly for 
trading purposes so that they could offer to dismember their organiza- 
tion if we would dismember NATO. 

In February at the 20th Party Congress, almost every speaker 
referred to NATO and indicated there would be no peace until NATO 
was dissolved. Khrushchev spoke for 8 hours, a total of 56,000 words, 
of which 5,000 were used to denounce NATO. I think we can derive 
some comfort from this Soviet reaction. It tends to confirm that we 
are proceeding in the right direction. 

I think we have no chance of surviving against this Soviet dictator- 
ship unless we make the alliance system work. I read from time to 
time that NATO is falling apart. That is not correct. But if it 
were falling apart it would be our job—and I am speaking as an 
American citizen now—to bring it back together, because I think it is 
an essential part of our American security concept. 


PROGRESS OF NATO 


Mr. PassmMan. General, are you satisfied with the progress being 
made with the member nations of NATO? 

General GRUENTHER. I would say not completely. I would say 
we are always up against some problem, and we are probably not 
satisfied. But I can say that we are farther along today than either 
General Eisenhower or I, in 1951, thought we would be by .now. 
But that does not necessarily mean we are satisfied. It hink we have 
moved too slowly; I think the new propaganda line of the Soviets will 
make our job even more difficult; and we need crusaders. The Soviets 
have 7,200,000 crusaders, all members of the Communist Party. 
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QUESTION OF BROADENING SCOPE OF NATO 


Mr. PassMAN. It is not my purpose to interrupt your general state- 
ment, General Gruenther, but we have heard and read in the press 
to the effect that there perhaps would be a lessening of the military 
program for NATO and a strengthening of the economic program. 
Would you comment on that? 

General GruentHerR. Unfortunately there has been incomplete 
understanding of the purpose of the Paris meeting ot foreign ministers 
on the 4th and 5th of May. They met for the purpose “of deciding 
whether or not it would be possible for NATO to expand into areas 
other than the military field. The economic, political, and psycho- 
logical fields were all discussed. However, one basic sangutor ration 
was that whether NATO expanded into other fields or not we would 
still preserve our military strength. The three foreign ministers 
(Canada, Italy, Notway) who are studying this will report on the 
feasibility of expanding the scope of NATO's activities beyond the 
military field, but they are not searching for ways to substitute other 
activities for military strength. Although I do not know what they 
will recommend, as far as I know, this project does not involve addi- 
tional economic aid for Europe. Also, as I understand the bill before 
your committee, it does not provide economic aid for any of the NATO 
countries except Greece and Turkey. 

Mr. Passman. Not in this particular bill, but it is in the planning 
stage, is it not, in respect to other nations? 

General GruENTHER. It may be that Mr. Cutter, who is working 
on this for ICA, can give you a better answer on that. As far as we 
are concerned the program for this green area [pointing to chart] 
is divided roughly into two parts: (1) to provide advanced weapons 
and (2) to keep effective the conventional forces we have planned on. 
The program, as far as we are concerned, is an austere program and 
we think that to cut either one of those two parts would be to the 
disadvantage of the United States. 


ADVANCED WEAPONS PROGRAM 


I am sure you have had a chance to consider the advanced weapons 
part of the program, but I would like to reemphasize what other 
witnesses have undoubtedly told you. We have developed an 
atomic strategy, which accepts fewer troops than were required in a 
World War II strategy but which requires advanced weapons. We 
have an air defense problem which requires new and modern weapons, 
and all of these new weapons are extremely expensive. 

Even if the NATO countries had the money they would need time 
to conduct research and they would need new facilities that they do 
not have. For instance, we are spending huge sums for research in 
guided missiles. None of the nations in this green area would be able 
to support a research program of such size. If the NATO forces are 
going to have advanced weapons in a reasonable time, they must 
come from the United States. We feel that this is not a community 
chest project and that it is necessary for the security of the United 
States. If it does not qualify on that basis then I think there should 
be a reevaluation. I am certain it does qualify on that basis, and I 
am equally certain we are going to have to strengthen our allies and 
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keep them strong. ‘lo compete in this cold war—which I think will 
continue for some time—our allies must be strong not only militarily 
but also economically. 

Having seen the way that the alliance has developed in spite of 
the frustrations, I am soberly optimistic about the future. The future 
will be difficult, because Soviet competition is more clever. We are 
in the major leagues, whether we like it or not. I think that the future 
of NATO depends on the support of public opinion, and the responsi- 
bility of the United States will be very great. I am talking not only 
about the material support from the United States, which is the issue 
you have before you, but I am talking also about the leadership re- 
sponsibility of the United States. Because whether we like it or not, 
we are the leaders of the free world, and that free world will be fash- 
ioned largely as we influence it. We do not automatically have the 
necessary know-how to lead the world against competition of the type 
we are meeting. I feel that this leadership responsibility requires a 
wisdom and a know-how that will be a serious challenge for us in the 
years to come. 


TERMINATION OF MUTUAL SECURITY PROGRAM 


Mr. Passman. General, I would like to ask a question at this 
pomt. The end is not in sight, then, for discontinuing this program? 

General GRUENTHER. I would say no, it is not. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassMANn. Thank you, General. 

General GRUENTHER. | can make this the end of the open state- 
ment, sir, and if I could show you a few charts I can amplify. 

Mr. Gary. General, may I ask you one question before you do that? 

General GRUENTHER. Certainly. 

Mr. Gary. If you will recall, the Richards committee was in 
Europe in 1951. I had the privilege of being with that committee. 
We discussed with you and General Eisenhower in Paris this whole 
situation at that time, and I do not know whether you recall it or not, 
but one of the members of the group suggested to General Eisenhower 
that the people of the United States were getting rather weary of this 
foreign aid program, and he asked the general if he could fix a date 
when the program would cease. General Eisenhower said he could not, 
but that he thought it would be a great mistake to cut the program at 
that time because you were just beginning to get results, and that he 
thought in time we would reach a level and then our expenditures 
would begin to decline. Finally he said he thought we would probably 
reach that level about 1954. 

Some of us are very greatly concerned over the fact that this is 
1957 and we are being asked to appropriate more money this year 
than we did last. That is worrying us and I think it is worrying the 
American people a great deal. 

Could you give us some reason for it? 

General GRUENTHER. Well, I would say that if the President gave 
that estimate at that time, hindsight now suggests that it was perhaps 
an overambitious estimate, Mr. Gary. 

As for more money this year than last, you have witnesses who can 
give more accurate testimony on that than I can, but it is my under- 


78669—56——15 





224 


standing that the expenditures would be approximately the same. 
However, you have other witnesses who will be able to clarify that 
point much better than I could. Now, on the question of General 
Eisenhower’s 1951 forecast, although I remember the meeting very 
clearly I do not remember the forecast. I would say it was just based 
on his appreciation of the situation at that time and the last 5 years 
have not turned out to be that favorable, Mr. Gary. 

Mr. Gary. I did not mean to convey the impression that the 
President said at that time that the program would end in 1954, but 
he did say he thought we would reach a level at that time from which 
we would begin to descend, and the thing that is worrying me is that 
instead of descending we are now ascending. It is giving me a great 
deal of concern. 

General Gruentuer. I think the state of the world should give 
you that concern, too, Mr. Gary. The Soviets, in spite of their so- 
called happy talk, are carrying on a very effective program now. 
Whereas the Asian problem did not seem so serious then, the tactics 
they are using here, largely in the economic field, represent an addi- 
tional threat which probably was not foreseen at that time. 

Mr. Gary. To what extent will that change in policy cause a 
relaxation of tensions and thereby cause our European allies to reduce 
their defense programs? 

General GRuENTHER. That remains to be seen. The status now is 
as follows: When General Eisenhower came to Europe the defense 
appropriations for the area you see in green were $6.7 biilion. They 
reached a peak in 1953 of $12.8 billion. They are now down to $12 
billion. That is not an alarming decrease. Whether or not they will 
go down significantly below that is something we will have to watch 
and wait to see. Certainly the Soviets are doing everything they can 
to give an outward appearance that will cause parliaments to reduce 
appropriations as much as possible. The parliamentarians in Europe 
are experiencing in their countries the same difficulties you are having, 
but their reductions thus far have not been alarming. 


OWNERSHIP OF OIL PIPELINES 


Mr. Gary. General, just one more question: Who constructed that 
oil pipeline you referred to? 

General GruEeNntTHER. That is built by local contractors except in a 
place like this [indicating], where they did not have local contractors. 
They took bids for it. Last week I talked to a man from Nebraska 
whose firm was building an airfield here [indicating], but I do not know 
any of the pipeline firms. 

Mr. Gary. Who paid for it? To whom does it belong? 

General GruENTHER. The pipelines are financed with NATO 
common infrastructure funds in the same way the airfields are financed. 
They belong to NATO and are operated for the benefit of NATO. 

Mr. Gary. The pipelines actually belong to NATO? 

General GruentHER. Well, they are NATO financed and they 
serve NATO. Iam not sure as to the legal status of the title, but I 
do know the primary purpose for building them was for NATO use. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassMAN. Any questions, Mr. Chairman? 

Mr. Cannon. No. 
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CYPRUS 


Mr. Rooney. General, I assume the installations of NATO on 
Cyprus are highly important to the defense of the NATO countries; 
is that correct? 

General Grurenruer. (Answer stricken subsequently by General 
Gruenther as classified information. ) 

Mr. Rooney. What is the policy of NATO with regard to the 
liberation of Cyprus? 

General GrurenrHER. (Answer stricken subsequently by General 
Gruenther as classified information.) 

Mr. Roonry. Is that because it is comparatively new? 

General GruentTHER. (Answer stricken subsequently by General 
Gruenther as classified information.) 

Mr. Rooney. I mean new in the sense the British have pulled out 
of Egypt to there. 

General Grurentuer. (Answer stricken subsequently by General 
Gruenther as classified information.) 

Mr. Rooney. By liberation I meant letting four-fifths of the popu- 
lation have some say in the government of the Island of Cyprus. 

General GrurenrHer. (Answer stricken subsequently by General 
Gruenther as classified information.) 

Mr. Rooney. I know you do not want to get into it, but I am trying 
to get you into it. 

General GrurentHER. (Answer stricken subsequently by General 
Gruenther as classified information.) 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Roonry. Thank you. 

Mr. Passman. Mr. Fernandez, do you have any questions on the 
unclassified part of the General’s statement? 

Mr. Fernanpez. Yes, but first I have a question on Cyprus. Off 
the record. 

(Discussion off the record.) 


tFFECT OF PROPOSED CUT IN FOREIGN AID ON ADVANCED WEAPONS 
PROGRAM 


Mr. Fernanpez. General, if you will, tell us how much of the 
$1 billion which the Foreign Affairs Committee is proposing to delete 
represents these advanced weapons that you were talking about a 
while ago and which you said could not be furnished by any of the 
nations shown in green on the map. 

General GruentHer. | think the bill calls for $530 million for 
advanced weapons. The final decision has not been made as to how 
much of that $530 million would go to NATO. 

Mr. Fernanpez. In other words, the Foreign Affairs Committee is 
not necessarily undertaking to cut any of the $530 million? 

General GruentHEeR. You have people here who know exactly 
what they did. I will tell you what my understanding is, and if I 
miss any points they can correct me. The President’s program pro- 
vided about $1 billion for Europe less Spain and Yugoslavia. The 
Foreign Affairs Committee cut this to approximately $400 million. 
If that cut is sustained, it will be up to Defense and the Government to 
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work out what can be bought with that $400 million. Other people 
here know the details. 

Mr. Fernanvez. If the total $1 billion is for Europe and they are 
cutting it to $400 million, then they are cutting out some of the 
advanced weapons, because that is for Europe? 

General GruentHer. I think you had better ask Mr. McGuire 
that question. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. McGurrz. I testified the other day, sir, there was $195 million 
in the program originally specified for NATO, and that within the last 
week or so we had had the statement from the Joint Chiefs of Staff 
that it was their considered opinion that all the new weapons should 
go to NATO. There is scheduled $760 million of materiel which 
includes the $195 million, so you would add the difference between 
$195 million and $530 million to the $760 million, making over 
$1 billion for NATO. Ifthe restriction were one of $400 million exclud- 
ing Spain, you have to face the alternative whether you have very little 
of the new weapons program, all maintenance, or whether this split is 
50-50. 


CHURCHILL’S STATEMENT ON SOVIET ADMISSION TO NATO 


Mr. FerNanpEz. Do you wish to comment on Winston Churchill’s 
statement indicating we should have an organization of Europe with 
the Soviets included? 

General GruENTHER. I believe his statement was misinterpreted. 
I think he meant to say this: “I look forward to the day when the 
attitude of the Soviet Union will change sufficiently to permit their 
membership in an organization like NATO.” Mr. Churchill’s state- 
ment got misinterpreted to indicate he favored admitting the Soviet 
Union into NATO. Actually, he was praying for a change in the 
Soviet attitude, a change in the Soviet mind. 


COMPARATIVE STRENGTH OF NATO 


Mr. Nartcuer. General, do you feel we are in a better position 
today to meet an emergency than we were at this time last year when 
you appeared before this subcommittee? 

General GruENTHER. I do, sir. 


CHANGE IN RUSSIAN TACTICS 


Mr. Natcuer. How do you feel about the new change in the 
Russian attitude from the standpoint of the Stalin episode? Is that 
a matter, General, designed for local consumption within Russia, or 
is it propaganda for the rest of the world? 

General GRUENTHER. It is very difficult to be certain why they did 
that. We are not sure we know but I think basically it was done for 
internal purposes. ‘That has created some problems for Communists 
outside of Russia. Take Greece, for example. The Greek Com- 
munists were very pro-Stalin, and they did not get the signals soon 
enough. They have had a difficult time readjusting. In the satellite 
areas, they had a very strong Stalin sentiment. They had swallowed 
the Stalin philosophy book, line, and sinker, and it was painful for 
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them to find their hero was a second class bum. It will create some 
problems for the Soviets. They know that and think they can deal 
with them, and I think they will. 


NEED FOR GREATER PUBLIC INTEREST IN NATO 


Mr. WiaGLeswortuH. General, I take it from what you have said 
that you feel that the suggestions which have appeared in our press 
recently to the effect that there has been a real loss of interest in 
NATO among our fellow members in that organization, are not 
justified? 

General GruenTHER. I would say this, Mr. Wigglesworth: I would 
say that on the part of the general public there has been some lessening 
in the degree of enthusiasm, because it requires a real crusading effort 
to maintain the initial appeal of an organization like NATO. But 
as far as the members of parliaments and the governments are con- 
cerned, I think their attitude is still actively in support of NATO. 

What I am looking forward to is the next 5 years; because, assuming 
the Soviets continue their charm campaign, it is going to take an 
effective missionary effort to keep public support. Democracies are 
really not built to face this kind of situation and they tend not to 
press for public support. 

Mr. WiaG.Leswortn. Is it your guess that the legislation permitting 
conscription in Germany will be adopted in the near future? 

General GruentuER. Yes. 

Mr. WiaGieswortn. It is under active consideration at the 
moment; is it not? 

General GRUENTHER. Yes. 

Mr. Forp. As I understand it, General, you have indicated here 
today that your current position from a military point of view is 
stronger now than it was a year ago? 

General Grurentuer. That is right. I should make clear, though, 
that in making that statement I assume that the removal of the 
French troops to North Africa is a temporary situation. 

Mr. Forp. To a substantial degree, this program and the funds 
requested would be a material part of tne success? 

General GrueNTHER. That is right. 


EFFECT OF SUBSTANTIAL CUT IN PROGRAM 


Mr. Forp. If this program is substantially altered over the next 
several years, what would your NATO situation be? 

General Grurntuer. I think it would have a deteriorating effect 
on the alliance. I am sure you realize that the Soviets are trying to 
make this appear as a contest between the Soviet Union and the 

JInited States. They are trying to isolate the United States.  Al- 
though they know they do not have much chance of making Com- 
munist states out of those green areas, if they can get them to be 
neutral or if they can get them to move to the sidelines, they make a 
major gain. 

(Discussion off the record.) 
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SIZE OF RUSSIAN FORCES 


Mr. Hanp. | think you said that Russia has, or has had until 
recently, some 175 divisions? 

General GRUENTHER. It still has. 

Mr. Hann. It still has? 

General Gruentuer. It still has; yes. 

Mr. Hanp. And perhaps 75 more ‘divisions in the satellite countries, 

General GruentHer. That is right. 

Mr. Hanp. And still has them? 

General GRUENTHER. Yes. 

Mr. Hanp. So it now has some 250 divisions? 

General GRUENTHER. Yes. 

Mr. Hanp. Are we talking now about land troops, or all classes of 
troops? 

General GruentHerR. No; | am talking about land troops. 

Mr. Hanp. In view of their continued emphasis—and this may be 
only wishful thinking, but in view of their continued emphasis on huge 
mass armies consisting in this case of 250 divisions, is there any 
possibility they do not have, or do not really have perfected, nuclear 
weapons? 

General GrurentueEr. | think it is a very slight probability that 
they do not have nuclear weapons. I think they do have nuclear 
weapons. I think they are now working toward the philosophy of 
integrating those into their forces. I think that is one possible expla- 
nation for their announcement of plans for a 1,200,000 man cut. 

Mr. Hanp. I would suspect so; but what is behind their thinking 
in apparently maintaining such huge numbers of land troops? 

General GruentHER. That is one of the things we have done a good 
deal of speculating about. We felt they were making a mistake in 
maintaining that number, and it looks now as though they have come 
to about the same conclusion. 

Mr. Hanp. By their recent announcement? 

General GRUENTHER. Yes. 

Mr. Hann. But it is probable they will do that for obvious reasons? 

General Gruentuer. I would think they will. I would guess they 
are going to demobilize these forces. 


SIZE OF ALLIED FORCES 


Mr. Hanp. You indicate that we, of course, are basing our strategy 
largely around nuclear weapons. Would you comment as to our 
continued need for this present strength of our divisions, or even in- 
creased strength, for example, coming from Germany at some time? 

General GruENTHER. In this area [indicating] our requirements 
have been based on the assumption that we could use nuclear weapons 
and for that reason we plan to use materially fewer forces than we 
would have needed under a World War II or 1944 concept. In 
other words, we have adjusted to the new type warfare. That does 
not mean we have learned everything about it; it does not mean that 
10 years from now somebody looking back on our plans would not 
say “You were a bunch of amateurs,” because this change is an 
otlitionany and slow process. But at least we are trying to adapt 
our thinking to the new conditions. The point is that our planning 
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has already taken atomic weapons into consideration and our force 
requirements are a lower level now as a result of that. 

I do not know whether we are right on the size of the units. There 
is still disagreement among military people as to whether the division 
should be large, small, or medium, and study of this is continuing. 

Mr. Hanp. May we not have some reason to hope that the so-called 
new policy announced by the Soviet leaders indicates a full realization, 
even though they have obvious capabilities, that they realize the fatal 
nature of an attack? 

General GrurentHeRr. I think so. And if we are able to maintain 
the posture of strength, which indicates to the Soviets that any kind 
of an attack would be severely punished, I think that is our best 
assurance that it will not take place. That is the basic policy in 
NATO. 

Mr. Hanp. Thank you, General, and thank you, Mr. Chairman. 

General GRUENTHER. By the way, I think there have been several 
classified questions asked and, rather than take the time out, I let 
them go, but I would like to have a chance to work with your staff 
and go over the transcript. 

Mr. PassmMan. I was going to suggest, General Gruenther, that if 
you want to work with our staff we will be pleased to have you do 
it, and we will make the transcript available as quickly as possible. 

I would like to ask one question and, if you think it should be off 
the record, then we can take it off the record. 

(Discussion off the record.) 

Mr. PassMan. Now the next part of the hearing will be off of the 
record completely. You may proceed in your own way, General. 

(Discussion off the record.) 

Mr. PassmMan. General Gruenther, we are most grateful for your 
appearance. 

Mr. Hollister, we are happy to have you with us. 
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EvRoOPE 


Summary of program by function 


{In thousands of dollars] 


Program 
Function pee isggemp | gee Pe) 
Fiscal year | Fiseal year Proposed, 
1950-56 1956 Fiscal year 
1957 


| 
Military assistance ___- $12, 538, 656 $282, 545 $760, 471 


| Fiscal year 

| 1955 | 
Defense support !_ 176, 467 | 93, 800 
Other programs ?. __ , ‘ cial 25, 968 18, 900 





Total programs. ............- ‘ fi Meek 395, 245 

Of which financed by loan (defense support) 20, 000 15, 000 
MSP sales surplus agricultural commodities: | 
1. Sales to this area 285, 113 116, 900 

2. Sales proceeds Programed | in this area arc equiva- | 
lent), total_- : eal 195, 053 68, 900 











1 Includes interregional expenses as follows: fiscal year 1955, $1,332,099; fiscal year 1956, $1,435,090; aad 
fiscal year 1957, $1,200,000. 

2 Includes interregional expenses as follows: fiscal year 1955, $298,099; fiscal year 1956, $300,090; and fiscal 
year 1957, $200,000 
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Distribution of fiscal year 1957 program by function and country 


{In thousands of dollars} 


Country Military Defense Other Total 
assistance support 


Belgium-Luxembourg.-.-.............-..--. 
Denmark 


Netherlands 

Norway 

Portugal. .... oe os ; 

Spain !. Jéin $45, 000 
United Kingdom... gis de tds wubbiet ies wat | abe <k iii 
Yugoslavia !___.__._. . Sean 30, 000 | ; | 
Joint control areas 2__ id Jo tb ole $12, 000 | 

Interregional expenses 3 ‘ -ocemn| 1, 200 | 200 | 

Western Europen technical exchange 2, 500 2, 500 
Undistributed by country......_. pireandhtss 3) 


Total &5! al 760, 471 | 78, 700 | 12, 200 | 851, 371 


1 Denotes that assistance is contemplated but figures have been deleted for classification purposes. 
2 Includes technical exchange. 
’ Justification appears in the nonregional programs section of this presentation. 


Mr. PassmMan. The first area we will cover is Europe. 

Mr. Currer. We have this afternoon a team consisting of the 
Acting Assistant Secretary of State for Europe, Mr. Elbrick; Mr. 
McGuire, Deputy Assistant Secretary of Defense for International 
Security Affairs, and Mr. Van Dyke, head of the regional office for 
ICA. I would suggest they appear as a team as each of them is 
prepared to answer questions in his particular area. They all have 
general statements which they would like to make at the outset if 
they could, and then respond to questions. 


STATEMENT OF ASSISTANT SECRETARY OF DEFENSE FOR 
European AFFAIRS 


Mr. Passman. Mr. Elbrick, do you have a statement for the com- 
mittee? 

Mr. Evsrick. Yes; I have a statement I would like to have entered 
in the record, but I also have a few points I would like to make orally. 

Mr. Passman. You may proceed. 

Mr. Exvsrick. It isa al eties to have this opportunity to speak to 
you concerning that part of the mutual security program for fiscal 
year 1957 which concerns the European area. 

You know, of course, that except for small economic programs for 
Spain and Yugoslavia, a very modest technical exchange program, 
and some funds for West Berlin, the proposed program for Europe is 
devoted entirely to defense. The total amount being requested for 
the military program in Europe is on the order of $1 billion, compared 
with $282.5 million appropriated for the current program. For non- 
military programs in fiscal year 1957, we are asking $90 million, 
which compares with $102 million appropriated last year. 

You will naturally ask why we need such a large increase in funds 
for the military program at a time when the Soviet Government is 
reducing its military manpower and emphasizing increased trade and 
cooperation between East and West. 
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First, let me discuss briefly this question of Soviet tactics. The 
recently announced reduction in Soviet military strength, while 
welcome, is long overdue. It would have meant a great deal more 
had it been made several years ago—before the very program which 
we are considering now, the mutual security program, had rebuilt 
the military strength of the free world to the point where it is more 
nearly in balance with that of the Soviet bloc. Moreover, as the 
President and Secretary Dulles have pointed out, it is difficult to 
evaluate the true significance of the Soviet manpower reductions in 
these days of nuclear weapons of war. Finally, even with this cut, 
Soviet and satellite forces will remain greater in number than the 
NATO forces facing them on the West and considerably stronger 
than any reasonable estimate of Soviet security requirements would 
indicate. 

I think we all recognize the difference between tactics and basic 
objectives of the Soviet leaders. Their tactics have changed, but 
until we have some assurance that the purposes and objectives of the 
men in the Kremlin have changed, we cannot afford to relax our 
defensive efforts. NATO is a purely defensive alliance which poses 
no threat to the greater power of the U. S. S. R. Nevertheless, 
within the week, Khrushchev has reiterated that it is the Soviet aim to 
destroy the NATO alliance. Surely, it would be the height of folly, 
in view of the record of Communist expansion and duplicity of the 
past 10 years, to make any appreciable reduction in NATO strength 
unless and until we have ironclad guaranties concerning the limita- 
tion and control of armaments on both sides. 

In the absence of an arrangement of this sort, the administration 
considers that we have no valid basis for any appreciable reductions 
in United States and in NATO defense expenditures. The question 
remains, however, as to the size of the new military aid program 
compared to that of last year. I think that the frank answer to this 
is that last year and the year before both the Congress and the execu- 
tive branch recognized that we would be able to get by on reduced 
appropriations because of large backlogs of equipment which had 
been funded but not yet delivered. Now, however, another year 
has passed, and it is the third successive year in which our actual 
expenditures for military assistance to Europe have far exceeded the 
amount of new money which the Congress has appropriated for that 
purpose. In other words, we have now reached the point where the 
pipeline must be replenished if the size and effectiveness of European 
forces are to be maintained. 

Most of the funds requested for NATO during fiscal year 1957 fall 
under the heading of “Maintenance.” They will be used to service, 
repair, and replace facilities and equipment already produced and to 
provide training in the use of such equipment and facilities. Some 
of the funds, in addition, are designed to make more modern weapons 
and equipment available to our allies, with particular emphasis on the 


improvement of European air defenses and early warning systems. 
There are approximately one-half billion dollars in this worldwide 
program intended for advanced weapons, a good portion of which has 
already been planned for allocation to Europe. The value to the 
Europeans, both in military and in psychological terms, of acquiring 
guided missiles and more advanced types of aircraft and electronic 
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equipment cannot be overestimated. Furthermore, it is to our own 
benefit that we make these more modern weapons available as a means 
of ensuring that American troops in Europe will have at their side 
well-equipped forces equally able to mount an effective defense. 

Officials of the Department of Defense will be prepared to give you 
more detailed information about the projected use of these funds and 
the military purposes to be served. I will confine myself to a few 
general observations. 

First, I think it is obvious that the NATO alliance, one of the 
mainstays of our security, can be preserved over a long period of time 
only if our European partners remain convinced that it offers them real 
protection and that their own contributions to the common defense 
serve a useful purpose. This conviction, in turn, will depend upon a 
reasonable assurance that their defense efforts will actually be effective 
under modern conditions and techniques of warfare. Our European 
allies know they will face modern weapons if attacked. They must 
have assurance that they will have the most modern weapons of de- 
fense. At present there are certain key items that they cannot pro- 
duce for themselves. Unless they are able to secure and maintain 
these things, they will feel that a large part of what they are able to 
do for themselves would be waste effort. 

Secondly, I want to emphasize that the things our allies are doing 
for themselves add up to a very substantial total. Two years ago, 
Secretary Dulles pointed out that our European allies were spending 
for defense purposes the equivalent of $3 from their own budgets for 
every dollar’s worth of aid received from the United States. A more 
recent analysis indicates that these countries are now spending the 
equivalent of $6 of their own money for each dollar of United States 
aid received. Their total defense expenditures last year came to more 
than $12 billion, which is an altogether creditable showing for a group 
of nations in which the gross national produce per capita averages 
less than one quarter of that in this country. 

These expenditures, together with the men they have placed under 
arms, the output of their factories and laboratories and the bases they 
have provided, add substantially to the security of the United States 
as well as the security of Europe. It seems to me a matter of ordinary 
common sense—a sound business proposition, if you will—for the 
United States to continue providing certain weapons, equipment, and 
training which will multiply the effectiveness of these European efforts 
and produce more total defense than would otherwise be available. 
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Mr. PassMan. If agreeable to the committee, we shall have the 
other statements read into the record and then come back and ask 
such questions as we may have. 

Mr. Exsricx. Mr. Chairman, I do have some additional remarks 
to make, but I think undoubtedly they will come out in the questioning 
that follows and, if it is all right with you, perhaps Mr. McGuire 
could go on with his statement. 


STATEMENT OF Deputy ASSISTANT SECRETARY OF DEFENSE FOR 
Murva.L Drerense AssISTANCE PROGRAMS 


Mr. Passman. Mr. McGuire, would you care to make a statement 
at this time? 

Mr. McGuire. | have a short prepared statement which is not 
classified. 

Mr. PassmMan. Does that indicate that yours is classified, Mr. 
Elbrick? 

Mr. Exsricx. No, sir. 

Mr. McGuire. | also have some country remarks which are 
classified. However, I think it is important that the committee 
have such information available in its consideration of this problem. 

Mr. Chairman and members of the committee, in military assistance 
programs for Europe, we must pursue simultaneously two distinct 
courses of action. First, it is necessary to provide our NATO part- 
ners with those advanced weapons which they require. Only when 
our partners have the equipment called for by the concepts of modern 
and future warfare will they be able to give the requisite degree of 
military support demanded by the formidable and continuing threat 
posed by the Soviet Union. 

On the other hand, we must not overlook the importance of main- 
taining the effectiveness of conventional European forces since these 
forces comprise the backbone of NATO strength, and will for some 
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time to come. Although planning for tomorrow, we must be pre- 
pared to fight today’s wars with today’s weapons. United States 
maintenance, replacement, and training programs are essential for this 
purpose. There is no question that our present forces-in-being are 
our most effective deterrent to war. 

The mutual security program for fiscal year 1957 includes $760.5 
million for military assistance in Europe, less Greece and Turkey. 
$195 million of this total will provide advanced weapons to the NATO 
countries. Moreover, Europe will receive a sizable proportion of the 
additional $335 million requested for advanced weapons in 1957. 
Although the precise allocation of these advanced weapons has not 
yet been finally determined, Europe will receive an appreciable share 
thereof. 

The remaining $565 million of the fiscal year 1957 MDA program 
for Europe is devoted to the provision of end item and training pro- 
grams for our NATO partners, and for Spain and Yugoslavia. ‘The 
latter two countries represent special situations. The program for 
Spain will fulfill the commitment entered into by the United States 
under the Spanish agreements of 1953 by which we obtained important 
base rights for the United States Navy and Air Force. The MDA 
program for Yugoslavia is designed to help that nation maintain its 
present position of independence from the Soviet bloc. 

We are urging European nations to assume a progressively larger 
share of the burden of their own defense costs at the earliest practicable 
date, and this effort is bearing fruit. For the first time since the in- 
ception of MDAP, no new military assistance funds are requested for 
the United Kingdom. Plans are now under way for the phase down 
of our military assistance advisory group there as deliveries under 
prior programs are completed. Only those personnel will remain 
whose presence will be required to discharge specific statutory respon- 
sibilities concerning the use and maintenance of equipment previously 
furnished to the United Kingdom. 

Moreover, the United States is not the only country furnishing aid 
to Europe. I should like to invite your attention to the significant 
contribution made by Canada in assisting its European NATO part- 
ners. Canadian assistance began in 1950 and has been carried forward 
each year since that time. It takes the form of ammunition, small 
arms, electronic equipment, and jet aircraft. Canadian aid expendi- 
tures between 1950 and 1956 amounted to over $1 billion. 

The North Atlantic Treaty remains the foundation of United States 
security. This treaty commits the United States to accept the defense 
of Western Europe as a collective and partnership responsibility. 
Military assistance provides the essential cement necessary to keep 
NATO a strong and healthy military organization. In the face of the 
Soviet threat, common prudence dictates that we should provide the 
advanced weapons and other aid required by our partners to fulfill 
their NATO tasks. The alternative is a niddatertl undertaking by 
the United States to protect an area which must remain in friendly 
hands if the security of the free world is to be preserved. 

Mr. Chairman, I do have, as I told you a rundown, country by coun- 
try on this matter. Do you want me to take it up now or later? 

Mr. Passman. It may be better to take that up after we hear Mr. 
VanDyke. 
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STATEMENT OF REGIONAL Director OF EuroPEAN OPERATIONS, INTER- 
NATIONAL COOPERATION ADMINISTRATION 


Mr. VanDyke, we are glad to have you before the committee. Do 
you have a general statement to make to the committee? 

Mr. VanDyxe. I would like to read my prepared statement and 
then make myself available for questioning. 

Mr. PassMan. You may proceed. 

Mr. Van Dyke. I| am appearing before you today in support of the 
$90.9 million economic assistance program for Western Europe which 
is being requested as part of the mutual security appropriation for 
fiscal year 1957. ‘This is essentially a request to assist in four special 
situations in which the United States has a vital interest. It differs 
substantially from the European programs for which funds were ap- 
propriated in the past when we were concerned with building up the 
economic and defensive strength of Europe as a whole. 

The extent to which our economic aid to Western Europe has de- 
clined in the past few years can be pointed up with a few simple 
figures: 

In fiscal year 1955, Europe received $202.4 million in new funds 
(excluding military assistance) and on June 30, 1955, the pipeline of 
funds obligated but not yet spent amounted to about $364.5 million. 

During the current fiscal year Europe will receive $112.7 million. 
We expect to finish the fiscal year with about $165 million in the pipe- 
line, of which about 40 percent will be for Spain. For fiscal year 
1957, we plan to obligate $90.9 million and the pipeline at the end 
of the year is expected to about $60 million. 

Of the total $90.9 million request for nonmilitary assistance in 


Western Europe for fiscal year 1957, $78.7 million is for defense sup- 
port and $12.2 million is for assistance to Joint Control Areas. Tech- 
nical exchange is not a separate amount, but is included in both 
figures. The request represents a decline of about 19 percent from 
the $112.7 million program for Western Europe this fiscal year, and a 


decline of 55 percent from the $202.4 million obligated in fiscal year 
1955. Such reductions are in line with our policy of holding non- 
military aid to Western Europe to the minimum. 

The first of the four special situations in Western Europe with which 
we are concerned isin Spain. The proposed defense support program 
is geared in part to support our military activities there and in part to 
assist Spain in solving its basic economic problems. We are requesting 
$45 million for Spain in fiscal year 1957. Almost one-third will be in 
the form of United States surplus agricultural commodities and most 
of the balance will be for industrial equipment and materials. The 
latter are designed to aid Spain’s civilian economy and to strengthen 
her transportation net, in which we have a direct strategic interest. 
As in the past, a substantial part of the counterpart of these funds will 
be placed at the direct disposal of the United States for expenditure in 
connection with the base program and other expenses, and part of the 
remainder will be spent for Spanish projects which directly support 
the base program. Also included in the total is a small technical 
exchange program. 

The second special situation is in Yugoslavia. To make an essential 
contribution to the continued political and economic independence 
of Yugoslavia, we are requesting $30 million in economic aid for the 
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coming fiscal year. Of this, $20 million will be in the form of United 
States surplus commodities; most of the balance will be for critical 
road-construction equipment, coal and technical services which 
would enhance Yugoslavia’s ability to maintain an independent 
position. The program for Yugoslavia is warranted by the assistance 
it gives in permitting Yugoslavia to maintain economic viability and 
thus resist undue Soviet economic penetration, and to maintain 
defense forces which will serve to safeguard its continued independence 
from the Soviet bloc. 

The third special situation is Berlin, for which we are requesting 
$11.5 miltion. With an additional $700,000 to cover the cost of 
technical exchange in Berlin and Austria, the total amount requested 
for Joint Control Areas is $12.2 million. 

West Berlin continues to be a free-world outpost completely 
encircled by Soviet territory. The city is hard pressed, not only 
politically but economically. Unemployment is still considerable 
and the rehabilitation of the West Berlin economy continues to 
require outside assistance. Even more important is the need to 
demonstrate to the people of Berlin that the United States is ready 
to give continued tangibie support to the city in its struggle to remain 
free and able to support its people. 

The fourth special situation is the need of a United States contribu- 
tion for Western European Technical Exchange. $2.5 million of the 
Defense Support request will be applied to this purpose. The bulk 
of these funds will be for a grant to tne European Productivity 
Agency, an organization designed to assist in stimulating further 
economic growth in Europe. 

The economy of the Soviet bloc continues to grow at a rate greater 
than that of Western Europe. The Western Eur opean rate of growth 
can be stepped up only through greater economic integration and 
through deep-rooted changes in the. European business system. The 
program of the European Produc ‘tivity Agency addresses itself to both 
these points, which are critical to the long-term security of Western 
Europe and the United States. 

I might, in conclusion, mention where these dollars will be spent. 
$45 million out of the $90.9 million, or almost half of the total re- 
quested, is programed to go into surplus agricultural commodities. 

The largest part of the funds for technical exchange will be spent 
on dollar salaries of United States technicians, and on travel and living 
allowances for Europeans making specialized study tours in the United 
States; some funds will also go to maintain our technical exchange 
program staffs. 

The balance of the $90.9 million will go for a wide variety of indus- 
trial raw materials and equipment, including coal, rail equipment and 
the like, the great bulk of which will be procured in the United States. 

Mr. Passman. Thank you, Mr. VanDyke. 

In discussing the military assistance program for Europe, what is 
the basis for the request of $760,471,000? 

Mr. McGutre. If I may, sir, I would like to take each country and 
give you the justification of the unexpended balance. I think it will 
be helpful to do it that way. 

Mr. PassMan. We will be very happy to have you do it in your own 
way. 
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Mr. McGurre. I would like to make a few remarks on Europe as 
a whole and then direct your attention to the individual country 
programs. Other worldwide projects such as mutual weapons de- 
velopment, facilities assistance, and special projects, all bearing on 
the European program, will be covered in subsequent presentations. 


PURPOSES FOR WHICH FUNDS ARE REQUESTED 


We are asking for $760.5 million for Europe. This amount is mainly 
for advanced weapons, conventional end items, and training assistance. 
$68.7 million is for packing, crating, handling, and transportation of 
items previously programed. 

$195 million is in the European program for advanced weapons. 
This sum is to be augmented by a substantial part of the $335 mil- 
lion worldwide advanced weapons request which I mentioned before. 
Accordingly, the European program is well balanced on a conventional- 
advanced weapons basis. We believe that this is extremely impor- 
tant because the United States must assist in maintaining the present 
forces of our NATO allies during the transitory period through which 
they must pass. 

In general, it can be correctly stated that the $760.5 million, to- 
gether with the $335 million will be sufficient to maintain our present 
investment in our European program and, at the same time, to make 
a reasonable start on the modernization projects which are so vital. 


UNEXPENDED BALANCES 


Since the issue of unexpended balances bears directly on MDAP, 
I would like to discuss this subject briefly. In Europe there will be 
$3.2 billion of undelivered equipment and supplies on June 30, 1956. 
This is a large sum of money. An analysis, however, shows that $1.2 
billion is for Germany and multilateral programs. In the remaining $2 
billion, for all other phases of the European program, expenditures are 
anticipated at the rate of $1.6 billion per year. Accordingly, the rate 
of disappearance of this $2 billion unexpended balance on a delivery 
basis is $133 million a month, or approximately a 15-months supply. 

From the above, it can be seen that the unexpended balance will 
disappear in the fall of 1957. An exception to this is the transfer to 
Germany of certain end items which must be on hand when the 
German forces are ready to receive them. Production reorder lead 
time requires that funds be programed in fiscal year 1957 for con- 
tinuity in our vital contribution to the defense of Europe. A failure 
to do so would jeopardize our programs. 

The details on the individual country programs are classified. 
I want the committee to have all of the information. However, | 
would like to suggest that I give you the information just as we have 
it with the understanding that we check the record to preserve the 
classification. This I fee! will be most helpful to the committee. 

I do not know what your procedures are as this is my first appear- 
ance before you. I intend to give you all of the information we have 
at hand, whether it is classified or not. 

(Discussion off the record.) 
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AMOUNT OF MILITARY ASSISTANCE FOR EUROPE 


Mr. PassmMan. Let us begin with Europe. Mr. Elbrick stated in 
the second paragraph that the total amount being requested for the 
military program in Europe is $1 billion compared to $282.5 million 
appropriated for the current year program. 

Mr. Wiaciesworru. Is that billion figure correct? 

Mr. Passman. I am trying to clear that up at this time. We look 
at the justifications and find a figure for military assistance for 
Europe, $760 million. Then we look at Mr. McGuire’s statement 
and see this $335 million requested for advance weapons. Is it neces- 
sary to put your statements together, the figure that he used, and the 
figure in the justification to get to $1 billion? 

Mr. McGuire. I think I covered that. There is $760,471,000 
programed for Europe. Within the content of the $760 million, 
$195 million was specifically allocated for Europe when the program 
for new weapons was developed. There is a balance of $335 million 
for new weapons which will go almost entirely to Europe. That 
is the latest guidance received last week from the Joint Chiefs of 
Staff who have been studying that matter. The $335 million added 
to the $760 million is, I believe where Mr. Elbrick obtained that figure. 

Mr. Passman. I have to take your 2 statements and the justifica- 
tion and put all 3 together to arrive at the $1 billion, is that correct? 

Mr. McGuire. I mentioned it, sir. 

Mr. PassmMan. I know you did but am I correct now in assuming we 
will add the $760 million that is in this book and add the $335 million 
to get this figure that vou referred to? 

Mr. McGuire. That is correct, sir. 


ADVANCED WEAPONS PROGRAM 


Mr. Gary. I have one question here with reference to this $335 
million for new weapons. It is not specifically allocated at the present 
time to any particular country but can be distributed according to 
whose judgment? 

Mr. McGuire. As I see it, it will have to be distributed within the 
European area on the judgment of the SHAPE Commander, Joint 
Chiefs of Staff, and other elements of the Department of Defense. 
Off the record. 

(Discussion off the record.) 

Mr. Passman. With the economic gains recorded by the European 
countries, why should the United States pay for the advanced weapons 
prozram? 

Mr. McGuire. Are you addressing your question to me, sir? 

Mr. PassMAn. Yes. 

(Discussion off the record. ) 

Mr. McGuire. It is difficult to draw a mathematical formula as 
to what their contribution should be. But bear this in mind: We 
have a substantial number of United States bovs in that area. | 
would be willing to spend the eniire amount of approximately 500 
million for new weapons. 1 think 1. would be a good investment. 

Mr. PassMan. Would you like to continue with your country-to- 
country presentation? 


78669—56- 16 
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Mr. McGuire. Yes, sir. 

Mr. PassmMan. You will insert in the record all information you can 
that is not classified on each country you have covered thus far and 
the remaining countries to be covered. 

Mr. McGutre. Yes, sir; and with your permission I will follow the 
same procedures as those employed by Admiral Stump. We try to 
give you complete information. However, I know vou do not want 
to be burdened with the security angle. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. You are requesting, according to the justifications, 
$760,471,000 for Europe. That does not include the amount for the 
advanced weapons program; is that correct? 

Mr. McGutre. It contains $195 million of the advanced weapons 
that were specificially allocated to Europe. 

Mr. PassMan. But going back to the billion-dollar figure you would 
have to pick up the $335 million? 

Mr. McGuire. I believe you would have to if you want a fair 
appraisal as to where the weapons are going. 

Mr. Passman. Yes. These statements are in the record and we 
have to be able to reconcile the request with the statements. 

Mr. McGutre. I would like to point out that the determination 
was made only very recently. 


BASIS FOR REQUEST FOR EUROPE 


Mr. PassmMan. What is the basis for the request of $760,471,000? 
We will limit your explanation just to that particular item at this 


time. 

Mr. McGuire. Fundamentally the basis of that request is to 
supply to the European countries necessary spare parts, ammunition, 
and replacement on an attrition basis. There is nothing in this 
program pertaining to a buildup of additional forces beyond those 
forces which we were supporting. I can give you in detail the 
amount by item for each country. 

Mr. PassMaAn. That will be quite all right. 

Mr. McGutre. It is in these books which we have given to you. 


AUTHORIZING LEGISLATION 


Mr. PassMAN. Maybe it would be proper to ask this question at 
this time. How much is in the authorizing bill for Europe? 

Mr. McGutre. For Europe? 

Mr. PassmMan. Yes, sir. 

Mr. McGuire. The same figure, sir. 

Mr. Passman. The same figure? 

Mr. McGutre. Yes, sir. There is a slight difference in that we 
did not have to get the authorization for the $75 million of infra- 
structure, that was previously authorized. So in fact the bill before 
the authorizing committee, I believe, was $2,925 million. 

Mr. Passman. The infrastructure funds have been authorized 
previously? 

Mr. McGuire. That is correct. 

Mr. Passman. What funds did you request of the House Com- 
mittee on Foreign Affairs? 





241 


Mr. McGuire. Are you now referring to worldwide or to Europe? 

Mr. Passman. To Europe. 

Mr. McGuire. We requested for Europe, $760 million, with an 
explanation of the new weapon factor. At that time we did not know 
where all the new weapons would be allocated. 

Mr. PassMan. Still discussing Europe, how much is in the pipeline? 

Mr. McGutre. In the pipeline, so called, for Europe, there is 
$3,347 million, including the amount earmarked for Germany. That 
has to be set to one side, sir, because it is earmarked for a specific 
purpose and cannot be used otherwise. There is also in the pipeline 
approximately $400 million for such things as infrastructure and other 
multilateral programs. 

You get a little bit into the problem here, which is not uncommon 
in inventory problems, of balancing your inventory because some 
things turn over faster than other things. For example, an airplane 
is a long lead time item programed to meet certain requirements. 
On the other hand, 200 airplanes will not take the place of 50 carbines 
needed to equip a company of infantry. 

Mr. Passman. Back to the individual country programs. I think 
you left off at Belgium. 

Mr. McGurire. I did, sir. Any other questions on Belgium? 

Mr. PassMan. No. 

Mr. McGuire. May | add this: Under the present law the military- 
assistance program is not allocated by regions. The House bill also 
removes the regional ceilings but imposes a ceiling of $450 million 
less $48 million for Spain. 

Mr. Passman. The proposed House bill? 

Mr. McGutre. That is correct, sir. 

Off the record. 

(Discussion off the record) 


UNEXPENDED BALANCES 


Mr. WieGLeswortu. Either on or off the record, what about that 
June 30, 1956, unexpended balance? 

Mr. McGutrre. | think it is important that we recognize one thing 
about this unexpended balance. That is even worldwide. As I ana- 
lyze the program, initial efforts were made to build up so-called 
ground forces. The problem of building up an air force is a little 
slower than that of building up ground forces. You have to train 
pilots, build airfields, and so forth. 

A substantial part of the unexpended balance of nearly 6 billion is 
in the Air Force. The Air Force represents what I would call big- 
ticket items. An aircraft represents a substantial amount of money. 
I believe about $3.1 billion of the total of 6 billion that is in the Air 
Force itself. 


ASSISTANCE TO FRENCH IN INDOCHINA PROGRAM 


Mr. Forp. | am not sure it is appropriate at this point, but it would 
seem pertinent. Have we settled up that agreement we made with 
France, which was made during a period of the Indochinese war, that 
we were to supply certain deficiencies, dollarw ise, for their participa- 
tion or more vigorous participation in that war? 
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Mr. McGuire. I should like to have Colonel Critz, who is more 
familiar with the details than I speak to that. 

Colonel Crirz. We bave nothing in this program in support of the 
French effort in Indochina. _May I go off the record, sir? 

(Discussion off the record.) 

Mr. Forp. My recollection is that funds were made available for 
that program a year ago. 

Mr. McGuire. That is correct. 

Mr. Forp. But that there was no finality as to the actual dollars 
that would be made available in settlement of the account. 

Colonel Crirz. Sir, if I remember correctly—and I will correct the 
record if I am wrong—the funds were as of 2 years ago. There was 
nothing in 1956. 

Mr. Forp. That may be correct. 

Mr. Van Dyke. I think those funds were made available to the 
Foreign Operations Administration rather than the Defense Depart- 
ment, and were paid to the Government of France, which in turn 
supported certain troops in Indochina. 

lhe answer to your question is that this account has not been finally 
liquidated. It is about 98 percent liquidated, but there is some 
money awaiting the final accounting. 

Mr. Forp. May we have—probably off the record—the current 
status of that, for the benefit of the committee? 

Mr. Van Dyke. I think probably I should insert a statement in the 
record on that program. It is a rather complicated affair. 

(The information is as follows:) 


Stratus Fiscat YEAR 1954 INDOCHINA PROGRAM 


Under the agreements which had been reached with the French in September 
1953 and March 1954, the United States Government had agreed to reimburse 
France up to the maximum of $785 million for expenditures undertaken by the 
French Government in calendar year 1954 on behalf of the military forces of 
Vietnam, Cambodia, and Laos, and the military forces of France in Indochina. 
The total cost to the United States of the program was estimated originally at a 
maximum of $745 million in dollars plus $40 million of French frane counter- 
part funds generated from previous years’ grant aid. By virtue of a reduction in 
the realized cost of the military forces of the three States, and the application of 
counterpart accruals amounting to $53 million equivalent, the total dollar cost 
of the program has been reduced to about $665 million. As of April 30, 1956, 
approximately $11 million remains unexpended pending a final determination of 
the total expenditures made for the military forces of the three States. 


Status fiscal year 1954 Indochina program, April 30, 1956 
[Millions of dollars} 


Disbursements | 
a Unexpended 
dollars 


Total cost 


Dollars | Counterpart 
| | 


French Forces : $400. 0 $400. 0 
Vietnam, Laos, Cambodia, mili- | 
.8 253.9 53.2 


OS eee . 317 
Total 17.8 653. 9 


1 Dollar equivalent. 
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Mr. Forp. In the case of France, how can you differentiate between 
the funds and equipment we make available for their NATO objectives 
and their effort in North Africa? 

(Statement off the record.) 

Mr. Forp. That is all. 

Mr. Passman. Gentlemen, we will recess until 11 o’clock Thursday 
when we will hear General Gruenther at 2 o’clock. 

Mr. McGutre. Thank you very much, sir. 


Tuurspay, May 31, 1956. 
GERMANY 


Mr. Passman. The committee will come to order. 

We recessed on Tuesday and at that time we were discussing the 
funds for Germany under the military assistance program. Would 
you like to pick up at that point, Mr. McGuire, and continue your 
general statement and explanation? 

Mr. McGurre. Yes, sir. You will find the supporting data on 
Germany commencing with page 11-47. These are general statistical 
data covering Germany together with charts. 


BELGIUM 


Mr. PassmMan. I noticed that for Belgium and Luxembourg there 
has been an increase for fiscal 1957. Will you explain the reason for 


that increase? 

Mr. McGutre. Primarily the increase in Belgium is due to Air 
Force requirements for attrition aircraft. The major portion of the 
Belgium program is for this purpose. 

Three-quarters of the program is for aircraft. 

Mr. Passman. Of course, you mentioned earlier there were how 
many tanks? 

Mr. McGuire. The exact number is classified. It is a minor item. 
It is a minor amount of money in comparison with the total. The 
Belgian tank program for practical purposes is about completed. 
Tanks scheduled for Belgium are for attrition. For example, if they 
drive a tank over a cliff, it has to be replaced if you are going to 
maintain equipment levels for forces being supported. 

Mr. PassMan. We perhaps should let the record show that for 
France last year under Military Assistance you had $———— and this 
vear you are asking for $——— -. 

Mr. McGuire. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. McGurre. If you analyze table 11—42—A, a good portion of the 
increase in France is in the Air Force. It is roughly $— or in 
round figures, about 45 percent of the total request for France. 

If you analyze those specific items in the Air Force, you have some 
very modern planes, as you can see, scheduled for France. 

Mr. Passman. Are they manufactured in France or in this country? 

Mr. McGuire. These planes are manufactured in this country. 
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Mr. Passman. They are not a part of the offshore procurement 
program? 

Mr. McGuire. No, sir. Off the record. 

(Discussion off the record.) 


Joint ContRoL AREAS 


Mr. Passman. For Joint Control Areas, what is the basis for the 
$12 million request for fiscal 1957? 

Mr. VanDyxe. That probably falls in my area. I should like to 
bring you up to date on that. As of the 30th of June 1956 we expect 
to have unliquidated obligations in this account of $7.5 million. 

Mr. Passman. That is the estimated amount that you will have on 
June 30? 

Mr. VanDyxe. That is correct. We are requesting new obliga- 
tional authority of $12.2 million. This will be spent for two general 
purposes. $11.5 million will be spent for surplus agricultural com- 
modities and about a half million dollars for services. 

Mr. PassmMan. You stated you would have unexpended at the end 
of this fiscal year $7 million? 

Mr. VanDyxe. Unliquidated obligations in this appropriation 
item of $7.5 million. 

Mr. PassmMan. By unliquidated you mean obligated but unex- 
pended? 

Mr. VanDyxe. That is correct. 

Mr. Passman. In this particular item you do not have reservations? 

Mr. VanDyke. That is right. 

Mr. Passman. What will be the unobligated balance? 

Mr. VanDyxez. As of June 30 the unobligated balance will be zero. 

Mr. Passman. All the funds will have been obligated? 

Mr. VanDyke. Yes, sir. 


TECHNICAL EXCHANGE PROGRAM 


Mr. Passman. Of the total amount how much is included for the 
technical exchange program? 

Mr. VanDyxz. $500,000 of this total amount is for technical ex- 
change in West Berlin and in Austria. 

Mr. Passman. Do you think this program has been successful 
enough that we should continue this technical exchange program? 
Would you care to comment? 

Mr. VanDykz. I think it has been very successful, Mr. Chairman. 
It is a person-to-person program. It puts Americans in touch with 
Europeans and it puts them in touch in the area in which the American 
economy shows itself in its best light, in its very best light. The thing 
the Europeans particularly admire about America is the tremendous 
productivity of our industrial machine. This brings to these Euro- 
peans some of the sense of productivity we have developed in the 
United States. 

GERMANY 


INDUSTRIAL DEVELOPMENT OF WEST BERLIN 


Mr. Passman. When the committee was in Germany last year, it 
was indicated that West Germany’s progress was far ahead of that of 
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West Berlin. Would you like to elaborate on that as to why the drag 
is in West Berlin? 

Mr. Van Dyke. Yes, sir; West Berlin has now about achieved its 
prewar level of industrial production whereas Western Germany has 
far exceeded its prewar level. This results from 2 or 3 different fac- 
tors. First, the Russians looted West Berlin in the days right after 
the war and it has taken a tremendous effort and tremendous invest- 
ment to rebuild the city. Secondly, West Berlin exists at the end of 
a hundred-mile corridor. Since its major trading area is with Western 
Germany, raw materials must be moved from West Germany into 
West Berlin over rail or highway, manufactured and moved back to 
West Germany for sale or export. This is a costly operation. The 
costs of this transportation have tended to inhibit industrial develop- 
ment. 

Thirdly, West Berlin has been at the receiving end of a large number 
of refugees fleeing from the Soviet terror. At the present time ref- 
ugees are flowing into West Berlin at the rate of about 15,000 a month. 
This is not as great as it was at the peak of the flow, but it is still a 
real economic burden on the city. 


UNEMPLOYMENT 


Mr. Passman. What is the unemployment situation in West Berlin 
at this time? 

Mr. VanDyxe. The unemployment total has been reduced sub- 
stantially in the last 12 months. The last figure I saw, I believe, was 
121,000 people who are available for employment and not now em- 
ployed. ‘This is about 13 percent of the labor force as compared with 
2 or 3 percent of the labor force unemployed in West Germany. 

Mr. Passman. How does that compare with previous years, say 
the past 4? 

Mr. VanDyke. A few years ago, if I recall correctly, unemploy- 
ment was 30 percent of the labor force. There has been a sub- 
stantial drop in unemployment as a result of this program and the 
very substantial funds which the Government of West Germany ig 
putting into West Berlin. 

Mr. Passman. Of course, they are absorbing the flow from East 
Berlin into West Berlin. You state it went from 30 percent! down 
to 13. Are there about 15,000 people per month coming across the 
border? 

Mr. VanDykr. Many of those people are moved on into West 
Germany. 

Mr. Passman. But some are employed in West Berlin; are they not? 

Mr. VanDyxke. That is correct. 

Mr. PassMan. Specialists and factory workers? 

Mr. VanDyke. That is correct. 

Mr. Evsricx. May I say something on this Berlin program? 

Mr. PassMan. Yes. 

Mr. Exsrick. I do not think I need emphasize to this committee 
the importance we attach to the program and the need for our keeping 
our foot in the door in West Berlin. By doing so we help to maintain 
morale of the West Berliners. We think it is an extremely important 
thing to have this island in the Soviet sea, an outpost or show window, 
you might call it, and to continue to maintain this outpost and to keep 
the spirits of the Berliners as high as possible. 
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AMOUNT OF AID REQUESTED FOR GERMANY 


Mr. Narcuer. I certainly agree with your last statement and I am 
just wondering why there is no more increase than there is insofar as 
Germany is concerned, especially considering the German item 
with that of Italy. 

Mr. Evsrickx. Why there is no more increase in the present program, 
sir? 

Mr. Natcuer. Yes; either on or off the record. 

Mr. McGuire. Are you referring to the military or overall program? 

Mr. PassmMan. This special program of $12 million to West Berlin 
is economic and not military. 

Mr. Exsrick. I would like to say that these programs, of course, 
are established and worked out on the basis of what we think is 
possible and what we think is required in each case and we attempt 
in the case of each program to keep it at the minimum we think is 
necessary for the job. 

Further than that I think Mr. VanDyke may have a comment to 
make. 

Mr. Passman. We have dropped from $24 million in 1955 to $18 
million in 1956 to $12 million in 1957. The unemployment figure is 
continuing to decrease—from 30 percent last year to 13 percent—and 
with the progress that is being made, it could well be in another 2 or 3 
vears that it would be necessary to make available any more funds 
for West Berlin. Do you see that in the making? 

Mr. Evsrick. Whether it will be necessary then I am not in a posi- 
tion to say. I do not think we can tell at this point. I do think, 
however, that, as long as a certain amount of aid is necessary from the 
political and psychological point of view, we ought to continue to 
maintain a program. I could foresee the day, but I do not know when 
this would come, when aid might no longer be possible. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Natrcuer. I would like to know as to whether or not vou are 
keeping in mind the type of an outbreak the next one will be if it 
occurs in setting up figures such as you have here for Germany. 

Mr. McGuire. Yes, sir; I think we covered it in previous testimony. 
The totals on a country basis you have before you do not include the 
element of advanced weapons. That is a different problem and from 
a program point of view we show the funds on a regional basis. 

To protect Belgium you might not put a Nike base in Belgium. 
It might be in Holland or Germany. I think General Gruenther will 
cover this afternoon in rather complete detail, the integration of plans 
and concepts of how these forces are being developed and built. The 
point you raised is a very good point and I assure you it is receiving 
adequate and serious consideration. 


DELIVERY OF ITEMS BUDGETED FOR 1957 


Mr. WieGLeswortuH. One question, Mr. McGuire. You told us off 
the record that in your opinion the amount that has been accomplished 
under this program will be made available in 1957 or 1958 and the 
amount that has been funded but which remains to be accomplished 
will be made available in 1958, assuming that Germany meets its 
schedule in terms of rearmament. 
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Mr. McGuire. Yes, sir. 

Mr. WicGLeswortH. Over and above that you are now asking 
$XXXXX of new money for fiscal 1957? 

Mr. McGuire. That is right, sir. 

Mr. WiccieswortH. When will the items covered by that request 
be delivered? 

Mr. McGurre. That will be liquidated almost immediately, sir. 
It is practically all Air Force training and the spaces have been allo- 
cated for the personnel that are to be trained. There is also a small 
amount of material to be supplied by the Navy. 

Mr. Wiae.eswortu. | see that is broken down in column 1 of the 
confidential table. 

Mr. McGuire. Yes, sir. 

Mr. Wice.eswortn. All of that is for short lead time items? 

Mr. McGuire. Yes; some will lead over into 1958, but you have to 
get your basic program under way and contracted for in order to 
complete it, sir. 

Mr. WiceLteswortH. Not much will go over into 1958? 

Mr. McGuire. Very little. 

Mr. WiaeLeswortu. That is all, Mr. Chairman. 


REARMAMENT OF GERMANY 


Mr. Hanp. Is there in existence at this time any significant armed 
forces in the uniform of West Germany? 

Mr. McGuire. Not in the terms of “significant,’’ sir. 

Mr. Hanp. Can you tell me on or off the record what the force 
amounts to and we can judge whether it is significant or not? 

Mr. McGurire. Their first formation of army units took place in 
January and it was primarily a transfer of some border guards. I was 
in Germany at the time, and I would call it a cadre only. The 
Bundestag, I believe, has not passed the Soldier’s Act as yet. 

Colonel Crirz. Yes, sir. 

Mr. Exsrick. The basic legislation has been passed for setting up, 
but only recently. 

Mr. Hanp. But the final legislation has not been passed? 

Mr. Exsrick. No. 

Mr. Hanp. Does Germany now have an effective draft law? 

Mr. Exsrick. It does not have a conscription law. It is under 
study within the Bundestag and we expect action within a month or 
6 weeks on this law. There has been some question about this and 
about the length of service involved in such a conscription law. The 
Adenauer government is pressing for an 18 months’ conscription bill. 
Recent reports that we have from Germany would indicate that the 
chances are much better in the last couple of weeks for the passage of 
such a bill. We do expect it to be acted upon very shortly. 

Mr. Hanp. The information I have, on which, of course, I do not 
rely because you have better information, is that the German 
Parliament, if they pass an effective draft act at all, they probably 
will not act until the late fall. Do you have any information along 
those lines or to the contrary? 

Mr. Exvsrick. I have some information to the contrary, sir, which 
T would like to give. Off the record. 

(Discussion off the record.) 
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Mr. Exrsricx. We know there are certain difficulties and that there 
are certain members of the German Parliament that are not enthu- 
siastic about rearmament. But every official report we get from the 
Adenauer administration leads us to believe the program will go 
through. Off the record. 

(Discussion off the record.) 

Mr. Hann. If the German Parliament did pass a bill requiring 18 
months’ service, would that not be in excess of the law of many of 
their European neighbors? 

Mr. Exvsrick. For military service? 

Mr. Hann. Yes. What length of time is required in France, 
Belgium, Luxembourg and Italy? Is it more or less than 18 months? 

Mr. Exvsrick. In Italy the period of conscription for the army is 
18 months, navy is 23 to 24 months, and for the air force 18 months. 

Actuatly most of the countries have a conscription period of 18 
months or longer. In Norway the period of conscription for the army 
is only 16 months. In Luxembourg it is 12 months. But these are 
the only two, according to my knowledge. 

Mr. Hanp. The answer is the German 18 months’ law, if it'did pass, 
would be around the average of their European neighbors? 

Mr. Evsrick. Yes, sir. 


GERMANY’S CONTRIBUTION TO NATO 


Mr. Hann. How long ago was it that we had this agreement with 
Germany when Germany was admitted to NATO with respect to 
the divisions they were going to furnish for NATO? 

Mr. E_sricx. Germany was admitted to NATO in May of last 
year, and the agreed force levels were arrived at at that time as a 
result of the London and Paris agreements preparatory to Germany’s 
admittance to NATO. 

Mr. Hann. Were those agreed force levels some 12 divisions? Is 
my recollection correct about that? 

Mr. Exsricx. Yes, sir. 

Mr. Hanp. And divisions of what? 

(Discussion off the record.) 

Mr. Hanp. Does that envision any air force at all? 

Mr. McGuire. No, sir. 

Mr. Hann. Are any of those squadrons in being? 

Mr. McGutre. No, sir; they are not. 


REARMAMENT OF GERMANY 


Mr. Hanp. Assuming that the parliament will pass the conscription 
law, what is your most optimistic estimate as to when this German 
force will actually be in existence and ready? 

Mr. Evsrick. May I speak off the record? 

Mr. PassMan. Yes. 

(Discussion off the record.) 

Mr. Hann. What is the feeling of our Government as to the feeling 
of the German people about being requested to rearm? This may be 
off the record if you prefer. 

Mr. Exvsrick. I think it is all right to have the answer on the 
record. The Germans have been through two rather disastrous wars 
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in the last few decades. They are convinced they were led into these 
wars by the almost autonomous position of the German Imperial 
General Staff and the lack of civilian control over the armed forces. 
They are very anxious not ever again to get into such a position, and 
I think we can all readily understand why. So one of the principal 
reasons why the basic legislation took some time to pass is this very 
fact; they wanted to make sure that there would be an effective 
civilian control of the armed forces, much the same as in the United 
States, for example, and that the General Staff itself would not be 
in a position to force the hand of the Government or to lead the 
Government and the people into any more disastrous adventures. 

Mr. Hann. There has been no alternative to civilian control 
discussed in the German Parliament, has there? 

Mr. Exsricx. No, it is just the fact that the Germans were anxious 
to carefully work out the way of handling this problem of civilian 
control. 1 only mention this as one of the understandable reasons 
there has been delay in passing the basic legislation. This has 
nothing to do with the conscription law. 

Mr. Hann. Has it not been true in the past that where rearmament 
is emphasized as the issue the results have almost invariably been 
against rearmament or those standing for it? 

Mr. Exvrrick. I am not sure that is true in all cases sir. 

Mr. Hanp. I am sure it is not true in all cases, but has it not been 
true in a considerable number of the local elections and local political 
issues there? 

Mr. Exvsrick. | think there has been opposition, of course, to the 
rearmament of Germany. The opposition stems, chiefly, from the 
Socialist Party, the opposition party, which has felt all along that the 
West German Government was not making sufficient efforts to bring 
about some German reunification. The Socialists also have felt, and 
there are perhaps others in Germany who believe likewise, that Ger- 
many would prejudice its chances of being reunified once the German 
Government commits itself to building up a military force within 
NATO, that this would in some way block any successful effort for 
unification. We feel the reverse would be true. There have been 
many arguments about that, of course. 

Mr. Hanp. What has West Germany left in the way of a potential 
for the building of modern armament? Of course, they have a poten- 
tial, but do they have actually anything left now to build their own 
armament? 

Mr. Exsrick. I think they have, sir. 

Mr. VanDyke. There are many machine tools that can be readily 
used in building armaments. 

Mr. Hanp. And the Germans are very well able to use them; are 
they not? 

Mr. VanDyke. Very well. They have a growing steel capacity, 
larger than before the war, and the conversion problem would not 
be too serious. 

Mr. Hanp. Then they have a potential immediately available to 
rearm themselves if they choose to do so? 

Mr. VanDyke. I am not a production expert. When you say it 
is immediately available, that is true, but it would not be immediately 
productive. It takes years to become productive. 
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Mr. Hanp. It would take 2 or 3 years to get their men in uniform 
and under arms? 

Mr. VanDyke. To be trained, yes. 

Mr. Hann. How much have we done toward training German 
troops other than in air? Are we doing anything to train ground 
troops? 

Mr. McGuire. Only the border troops. 

Mr. Hann. Do we plan a program of training ground troops? 

Mr. McGuire. Yes. 

Mr. Hanp. What is the necessity of our training the German Army 
when they did such a magnificent job of training their own before? 

Mr. McGuire. 1 think (i) they lost a tremendous number of 
their leadership; (2) the military science has grown to some degree 
since the armistice; and (3) and I think the most important from 
our selfish point of view, these troops should be trained to meet our 
standards and also, take some of the equipment today which is 
very involved, electronic equipment, that equipment is brand new 
to the Germans. I doubt they would have anybody to train them in 
the use of that new equipment. And bear in mind a good deal of the 
training is done not by generals but by lower ranking officers and 
higher ranking sergeants. 

Mr. Hanpo. Off the record. 

(Discussion off the record.) 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Forp. What are the current circumstances involved in the 
deutschemark support negotiations for our own forces in Germany? 


GERMAN SUPPORT OF UNITED STATES FORCES IN GERMANY 


Mr. Eisrick. We, of course, have been negotiating for the support 
of our troops recently. We are arriving at the present time at what 
is considered to be a successful conclusion of the negotiations. The 
German Government has made an offer to us and has mace similar 
offers to the other countries maintaining forces in Germany. The 
Department of Defense and the Department of State are in agreement 
as to the acceptability of this offer made by the German Government. 
I think there was to have been a meeting last night of the German 
Cabinet to ratify or approve the offer made by the German Govern- 
ment to us. We consider this offer to be satisfactory and an accept- 
able support of our troops before the German buildup has reached the 
point where it could contribute to Western defense. 

Mr. Forp. Could you state off the record in summary what that 
offer contemplates? 

Mr. Exsrick. Yes. I think I had better state this off the record. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


REARMAMENT OF GERMANY 


Mr. Passman. Mr. Hand brought up a very interesting subject as 
to when you expected them to pass the draft law. Presently in 
West Germany it is entirely on a voluntary basis; is it not? 

Mr. Evsrick. That is right. 
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Mr. PassMAN. What success are they having in building up forces 
on a voluntary basis? 

Mr. Exsricx. They have just begun building up the forces to 
what they expect to have by the end of 1957. 

Mr. Passman. How many do they have now? 

Mr. Exuprick. [| believe in the order of 7,000 or 8,000. 

Mr. PassMman. In the different branches? 

Mr. Exprick. They come in part from the border police. 

Mr. PassMANn. There is no law presently that would give them an 
Army, Navy, and Air Force; is that correct? 

Mr. Expricx. Yes, there is a law that would give them an Army, 
Navy, and Air Force. That is the basic soldiers legislation I was 
talking about. 

Mr. Passman. And in trying to build their armed forces on a 
voluntary basis at present they have only 7,000 men? 

Mr. Exvsricx. I do not think they are emphasizing volunteer 
recruitment because they have in mind conscripting soldiers which 
would permit them to build up much more rapidly. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 


LIMITATION ON GERMANY’S REARMAMENT 


Mr. Hann. | would like to ask, if the buildup of the German forces 
proceeded much more rapidly than we have expected, and proceeded 
satisfactorily, in view of the great capacity Germany has exhibited in 
the past in the way of military forces, is anything planned to prevent 
Germany from building up an enemy force? 

Mr. Exsrick. A lot of thought has been given to that. As a result 
of the London and Faris agreement tor the expansion of the Westerp 
European Union to include West Germany, a ceiling was placed on 
member country forces which could not be exceeded. Germany 
agreed to these provisions. 

Of course any of these countries could renounce their treaty obli- 
gations, but we do not expect that they will do this. The force of 
opinion in the West and the continued association of Germany with 
Western Europe makes this less likely each day. 

Mr. Hanp. It was Germany who called a treaty a scrap of paper, 
was it not? 

Mr. Exsricx. That was prewar Germany. We believe that the 
democratic processes have taken a hold on the German people since 
the last war. 

I might say there are also restrictions on the weapons that can be 
produced in Germany. ‘They are capable, of course, of doing many 
things. They are not tooled up to do them now. But in the Western 
European Union Treaty Germany voluntarily agreed not to undertake 
production of biological, chemical, or atomic weapons, 

Mr. Hanp. In the event of the breaking of such a treaty, do you 
think we would behave like we did after World War I in permitting 
them to build up to World War II? 

Mr. Exsricx. I think we have learned a lesson. 

Mr. Hanp. Thank you. 
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ITALY 


Mr. Passman. The next country is Italy. Will you explain to the 
committee the reason for this tremendous increase in request for funds? 

Mr. McGuire. The past programs for Italy during 1950-56 have 
amounted to * * * of which * * * million remains undelivered be- 
cause of the long lead times involved. 

The undelivered items consist mainly of vessels and aircraft. These 
past programs will provide equipment for the forces being supported 
under MDAP. 

The fiscal year 1957 program is limited to the provision of attrition 
replacement of equipment, including aircraft and training ammunition. 
The proposed 1957 program for the Italian Army will provide, for the 
most part, maintenance spares and training. 

It will provide, in addition, support for ————- vessels acquired under 
the MDAP program and a 1-year level of spare parts for maintenance 
of aircraft and a 1-year level of training ammunition for use of the 
MDAP-supported squadrons. 

Italy will spend * * * on defense in 1957 in contrast to a 
proposed MDAP program of * * *. 

I would like to add one other point off the record. 

(Discussion off the record.) 

Mr. Passman. What would be the effect on this program if we had 
a terrific turnover in Congress and the new Congress decided to cut 
out this program? Would you care to comment on that? We are 
on a l-year basis, and yet we have commitments that carry it on 
years ahead. What would happen? 

Mr. Exsricx. As far as Europe is concerned, Mr. Chairman, this 
program is really a program in the interest of the United States, and 
we feel that since—— 

Mr. PassMANn. Some people do not agree with you, but so far as 
the program is concerned you contend it is in the interest of the 
United States? 

Mr. Exsrick. Yes, sir, and we feel that since the European coun- 
tries are putting up $6 for every dollar we put up in aid, they are 
making a good showing. 

Mr. Passman. They are putting it up for the good of their own 
countries? 

Mr. Exsrick. To build up their own forces, but the benefits accrue 
to us as well. 

Mr. Passman. Provided we can hold them down. 

Mr. Exsricx. We hope to do that. 

Mr. Passman. That takes me back to a statement made by a mem- 
ber of this committee, that in Europe you are going from $282 million 
to $760 million, which is a restoration of almost the entire $500 million 
Congress cut out last year. Off the record. 

(Discussion off the record.) 


REDUCTION IN DEFENSE EXPENDITURES OF NATO COUNTRIES 


Mr. Gary. You state the foreign countries are now putting up 
about $6 for every dollar we put up. Are there not some evidences 
of the fact that some of them are beginning to renege on this program? 

Mr. Evsricx. I do not believe we can say they are beginning to 
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renege on the program. Some countries—there are very few—from 
the peak year in the NATO buildup, 1953, have reduced their annual 
rate of defense expenditures. This is one way of determining whether 
they are living up to their commitments or reneging, as you call it. 
Belgium and Luxembourg have reduced their expenditures by about 
6% percent for defense. France, from 1953 to this year, had reduced 
its annual rate of defense expenditures by about 17 percent. 

Mr. Gary. With reference to France, you say up to this time. Are 
not most of their expenditures this year connected with Morocco 
and their own internal affairs rather than NATO? 

Mr. Evsricx. They are obliged, by reason of their operations in 
North Africa, to increase their defense expenditures this year. 

The United Kingdom reduced its annual rate of defense expendi- 
tures from 1953 to 1955 by 7% percent, but it also estimates an increase 
in the current fiscal years. 

Mr. Gary. Have they not indicated they would reduce them 
further? 

Mr. Evsrick. They have said they will reduce, over the period of a 
year or two, their military manpower by about 70, 000 men, but they 
have not said they would reduce their defense budget. Their budg- 
etary effort is being maintained at the same level. It is not being 
reduced. 

Perhaps Mr. McGuire would be better able to address himself to 
the manpower question than I can, but this reduction may not be 
significant in terms of total British military power. The fact remains 
they are maintaining the defense budget in spite of this cut in person- 
nel, 

All the other NATO countries have expanded their defense expendi- 
tures since 1953. 

Mr. PassmMan. Would that be because they had a very low expendi- 
ture in previous years? 

Mr. Exsricx. I do not think so. 

Mr. Gary. Not Turkey, because when I was there a few years ago 
they were putting up a large percentage of their total budget for de- 
fense expenditures, far more than they would have preferred, and as 
a result of their defense expenditures they had to cut down on their 
domestic programs. 

Mr. Exvsrick. Perhaps the reduction in defense expenditures in 
the three cases I mentioned is not as significant as it might appear on 
the surface, because during the same period we are “reduci ing our 
expenditures 18.2 percent. All the other NATO countries, excluding 
Germany, had a net reduction of 6 percent. 

Mr. Forp. Mr. Chairman, I do not think the last statement is a 
fair comparison because we were making a substantial contribution 
over and above all the other nations in the Korean war. We do know 
that our dollar expenditures for defense at the current time are going 
up even though our manpower is decreasing. 

Mr. Exsricx. The French were fighting a very difficult war in 
Indochina while we were in Korea, and some of the reduction in their 
budget up until the current year reflects the ending of the Indochinese 
conflict. 

Mr. Forp. It all proves you can use figures in many different ways. 
It is not necessarily the soundest way to approach the problem. 

Mr. Passman. In other words, you are suggesting you can take 
figures and statistics and prove anything. 
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INCREASE IN MILITARY ASSISTANCE PROGRAM IN ITALY 


Mr. Gary. What is the reason for the tremendous increase of your 
request for the military assistance program in Italy, over the amount 
appropriated for fiscal year 1956? 

Mr. McGurre. The program last year for Italy was practically a 
minimum from the point of view of the Army. ‘There was $ 
for the Navy and for the Air Force $ —. This year, in the Air 
Force there is $————. I would say we marked time in last year’s 
programing. I know in the case of the Air Force we deliberately 
marked time. 

Mr. Gary. Why? 

Mr. McGuire. We wanted to have a conference with the Italians. 
Bear this in mind: that what vou are looking at here is not the expendi- 
ture in Italy last year; it was what they thought they had to put in 
for new programs, as they saw it at that time. 

On the same basis, in the 1957 program, there is the same planning 
forward to see what requirements are. In other words, if a tank 
wears out, you just cannot produce the tank overnight; it has to be 
programed, and placed on order, produced, and months later delivered. 

Mr. Gary. I cannot get away from the fact that in 1951 the then 
General Eisenhower, as Commander in Chief of the NATO forces, 
told us he thought by 1954 we would begin gradually to reduce our 
expenditures in Europe until we finally got out altogether. He said 
he believed definitely in the policy that Europe should be defended 
by the Europeans and, while he did not commit himself to any 
particular date, he stated that by the end of 1954 we should be able 
to see a great reduction in requirements. This request is for 1957 
and we are going up again. It bothers me considerably. 

Mr. McGuire. When was that statement made? 

Mr. Gary. In 1951. 

Mr. McGuire. Of course there was a substantial diversion in the 
planning of this program that took place as a result of the Korean 
war. 

Mr. Gary. But we are going up again now. We have made 
substantial contributions all the way through, and now we are starting 
back up. 

Mr. McGutre. I would like to point out that I do not think we are 
going up now. We are talking about delivering $2.2 billion this 
vear as against a planned delivery rate of $2.5 billion. We have 
slippage of roughly $250 million to $300 million. In the expenditure 
rate that slippage will be added on to next year. 

So, from a broad point of view, I think we are talking about maintain- 
ing the same support this year versus that of last year. 

Mr. Gary. In Italy, apparently you were going up considerably. 

Mr. McGutre. No; I am going up from the point of view of pro- 
graming to meet the requirements of Italy. We delivered $——— and 
that left a balance of $————. What I am driving at is that certain 
requirements—namely, long-lead-time items of the Italian military 
services—must be funded this year in order to provide such require- 
ments through 1958 and in some part in 1959. 
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INCREASE IN FUNDS REQUESTED OVER LAST YEAR 


Mr. PassmMan. Before we have completed these hearings, we are 
going to have to have a better explanation of the basis for the request 
for $4,886 million this year, when last year Congress appropriated for 
the total program worldwide, using round figures, $2.7 billion. Every 
time you ask the question, ultimately you get the answer that “we 
are not asking for any more money.” It is the most confusing thing 
in the world, but the fact is you had $2.7 billion last year and you are 
asking for approximately $5 billion this year. Yet when you com- 
pare this year’s funding program with that of last year, there is not 
too much difference in the figures. 

You are going to have to help us figure out an answer to that. 

Mr. Gary. I have been a strong advocate of this program; I have 
supported it from its inception; but I must confess that I am terribly 
concerned that this year we are asked for more money than was 
appropriated last year. 

Mr. McGutre. I have an answer to your question, Mr. Gary, and 
the remarks of the chairman. We intend at the conclusion of the de- 
tails on country programs to give you the overall picture of expendi- 
tures. The fact of the matter is we have been taking out of this pro- 
gram a substantial amount of what we put in. If we had maintained 
and supported this program on the plans we had, we could not keep 
taking out of the bucket without putting something back in to keep 
: level. There is always the question as to what should be in the pipe- 
ine. 

Mr. Gary. That is the point I have been making all the time. 

Mr. McGutre. I think I can show you to your satisfaction that 
there is not too much im the pipeline. 

Mr. Gary. Apparently the Congress did think so last year because 
they cut the appropriation half a billion dollars. 

Mr. McGuire. I was not here then. 

Mr. Gary. By reason of that you cut the pipeline half a billion, 
and now you are asking us to appropriate sufficient funds for 1957 to 
restore that half billion in the pipeline, and then to give you a billion 
or two in addition. 

Mr. McGutre. If I understand the figures correctly, we received 
slightly over a billion dollars last year. This year we will deliver $2.2 
billion so the pipeline would be cut $1.2 billion or the difference 
between a billion and $2.2 billion. 

Mr. Exvsrick. I would like to revert for a moment to the question 
that Mr. Gary asked about the buildup in Europe, and the need for 
more money than we initially anticipated. May I say I think there 
were good grounds for believing at that time that an earlier diminution 
of the program was possible than we now foresee. ‘The fact is that 
during the period between 1951 until now there have been certain 
technological advances in weapons and other military changes which 
have really necessitated the continued appropriation of large sums 
of money. 

The Soviet Union, after all, now has nuclear weapons; at least, 
they have been testing nuclear weapons. A modern military program 
is @ very expensive operation. ‘The modernization of forces is not a 
cheap process. 

Mr. Gary. I will agree with you on that. 

78669—56——17 
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Mr. Exisrick. But when President Eisenhower made his statement, 
there were very few forces in being in Europe. I think possibly they 
amounted to something like 15 divisions and, by 1955, we had achieved 
something like 100 divisions that would be available for the defense 
of Europe. A big job has been done by General Eisenhower and 
General Gruenther with the cooperation of the NATO countries, and 
we must continue this job. In the North Atlantic Council meeting 
earlier this month all of the member countries without exception agreed 
on the necessity of maintaining and modernizing the present forces in 
the West, because they realized the threat had not disappeared. 

Mr. Passman. Going back to the inception of this program— 
in 1947 you got your first authorization bill for the Marshall plan— 
is that correct—and it was stated at that time that this was to be a 
5-year program and the total cost would be approximately $15 billion. 
Ten years later we have already passed $54 billion and are going 
strong. 

Is that a fair statement? 

Mr. Exsrick. I believe the Marshall plan was an economic plan. 

Mr. Passman. I am talking about the entire plan. 

Mr. Exvsrick. That was an economic program, the Marshall plan, 
and in most of Europe we have practically eliminated economic aid. 
All that we ask for in fiscal 1957 is something like $90 million for eco- 
nomic assistance, and only for three areas, which were not in the 
Marshall plan. We have discontinued economic aid in all the other 
countries. 

Mr. Passman. Of course this is being repetitious, but I think every 
nation, large and small, of Europe has set aside a certain amount of 
their budget for their national defense. And if we go in there and 
pick up the bills for military national defense, it certainly leaves them 
with money for economic aid. So, to my way of thinking, it does not 
make a particle of difference whether we appropriate for economic 
aid or military aid, it is still going into the country. 

Mr. WiccLeswonrtn. I of course accept the philosophy back of 
military assistance. I think it is absolutely vital from the standpoint 
of our national security. There is always the question before this 
committee, however, of how far or how fast we should go. 

The thing that impresses me is that here we have set forth on page 
of the confidential sheets we were handed this morning, 11 fcuroptee 
countries, all of which, so far as I know, we have been helping i in this 
field for a number of years. One of these countries drops out in fiscal 
1957, 1 shows a slight decrease, but all the other 9 show very sub- 
stantial increases over the amounts made available in the current 
fiscal year. 

However, the total for this purpose in Europe is almost 300 percent 
of what it has been in the current fiscal year, and I do not yet under- 
stand the fundamental reason for the increase. 

I can look at the program figures you have given us in volume 2 of 
the secret tables and I can see what you are planning to include in 
the 1957 program and how little was included in the 1956 program; 
but I do not yet understand why there is such an increase. 

I do not see why we should not reach more or less of a level as far 
as Europe is concerned in terms of military assistance. I do not see 
why there should be peaks and valleys, so to speak, as we go along 
with this program. I do not know whether any further explanation 
can be made, or not. 
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Mr. McGutre. As I previously indicated it has been our plan to 
give you the details on country programs. Then present to you the 
overall requirement figures of the programs. There is no question 
that the $3 billion is larger than the appropriation we received for the 
fiscal year 1956. I think our explanation of the expenditures will show 
you that we have been taking out of this program a substantial amount 
of what we actually put in. 

The objective is to maintain a somewhat constant level; however, 
there will be some minor variations. The German program ‘which has 
been earmarked and set aside may change this level to some degree. 
But the expenditure rate would determine the level. 

Mr. WiaeLeswortH. These program figures, I take it, are equiv- 
alent to appropriation request figures, are they not? 

Mr. McGutre. Yes, sir. 

Mr. WieeieswortH. And your suggestion is that a comparison 
of program figures does not give a fair picture in terms of expenditure 
or deliveries in the 2 years? 

Mr. McGuire. What I am trying to explain to you is that we 
know what our requirements are and when they should be filled. 
New obligational authority is money and no one is more conscious 
of that than I. I am a taxpayer, too. But in order to expend the 
money to make deliveries when the equipment is needed, you must 
have the obligational authority. 

You are not dealing with a situation where you can deliver every- 
thing tomorrow morning. If we received the $3 billion tomorrow 
morning, I could not spend it tomorrow morning. 

Mr. WiGcGLeswortu. Because some of it is in long-lead- time items? 

Mr. McGuire. That is correct. If I could revert to my former 
business, it is somewhat similar to an inventory, sir. You do not 
have all of one item that is needed on one day. There are different 
requirements as to when they shall be delivered and there are many 
different kinds of items, and the procurement of those items does not 
all follow necessarily the same identical pattern. What we have 
attempted to do here, and I think we are trying to do it intelligently, 
is to put into our inventory a balance so that we can fulfill those 
requirements which ought to be at a fairly constant level for future 
years. And, to a degree, there will always be in the inventory an 
unbalaneed position, because you work that inventory off in a period 
of time. I am not implying under any circumstances that there is 
anything wrong with the inventory; I do not think there is. 

Mr. Wicciesworru. Has there been any radical change in the 
program for Italy since the agency was here a year ago? 

Mr. McGuire. As to the support forces? 

Mr. WicGLteswortn. As to the program? 

Mr. McGuirn. No; to my knowledge there is no radical change in 
the program for Italy. 

Mr. Wiacutesworru. You ask, in terms of appropriation, almost 
five times as much for the fiscal year 1957 as you did for the current 
year. 

Mr. McGuire. That is correct. 

Mr. Wiaciesworrn. I do not understand if things are properly 
planned why there should be that variation in the absence of some 
fundamental change in the program, 
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Mr. McGurre. Let me see if I can explain it this way. In the 
case of Italy take a simple item as indicated on page 11-62 (c). There 
are attrition tanks there. All of the tanks have been delivered to 
Italy; and there are no new forces being supported. Last year we 
did not provide attrition for the tanks, of those units that we were 
supporting. We have put these in on the theory that in the course of 
the next 18 months there will be a replacement required. This is 
based on past usege rates developed in the field. 

I think we must also remember that, in the case of spare parts, the 
older this equipment gets, the more spare parts are required. A great 
deal of this equipment is shipped only with the initial increment of 
spare parts and, when that is used up, you supply additional spare 
parts. And the spare parts requested in our programs are not shipped 
indiscriminately to those countries; they are shipped out to the coun- 
tries on a requisition basis—in other words, when they are needed. 


AIRCRAFT FOR ITALY 


Mr. Wicc.ieswortsH. The biggest item in this program is ap- 
parently for aircraft? 

Mr. McGuire. That is correct. 

Mr. WiaGLteswortH. You have a request for that and you did not 
have a red cent for it this year? 

Mr. McGuire. That is correct. 

Mr. Wice.ieswortn. Is that due to a change in program, or did 
you always contemplate that the planes would come along next year 
instead of this year? 

Mr. McGutre. I think I explained that previously. You may not 
have caught it or I may not have made myself 6 a There was 
some holdback on programing aircraft for Italy last year, because 
we felt that the Italians were not demonstrating efficient utilization 
of aircraft on hand. We also had an issue with the Italians as to 
local taxes on gasoline. This has now been corrected. 


FUTURE DOLLAR REQUIREMENTS FOR MILITARY ASSISTANCE 


Mr. WiccLeswortH. What do you see in the future? Are we 
going to have ups and downs as this thing continues, or are we going 
to hit a point where it is all largely a matter of replacement, mainte- 
nance, and so forth, with a more or less level contribution on our 
part from year to year? 

Mr. McGurre. I think last year in presenting this program—and 
here I must make certain presumptions. Mr. Hensel said some 
worldwide surveys were in order. I have a feeling when Mr. Hensel 
compiled his program he took a very good calculated risk to mark 
time, reappraise and analyze that situation. As a matter of fact, 
there is substantial evidence on this point in his testimony before the 
Senate Foreign Relations Committee. Now you do that, and you 
have to do that in every situation where you have an inventory that 
we are controlling, you have to reappraise on the basis of future 
requirements. And the program as it now comes up is predicated on 
the requirements—their validity and maintaining the required delivery 
rates. I think it could be said, and I do not think it is necessarily the 
responsibility of this committee, that the cut was a minor one. The 
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presentation he made was on a minimum basis, because of the reap- 
praisal he was making. 

I think he also told the Senate there was a possibility that after his 
appraisal he would come up with substantially larger requirements. 
However, he was going to sit tight until he could assure himself of 
that position. 

Mr. Wiccieswortn. What is the answer to my question as to the 
future? 

Mr. McGuire. As we look forward, I would say our expenditure 
rate would be somewhere in the neighborhood of between $2.5 billion 
to $3 billion for as long a period of time as we agree to support these 
forces. If we are to maintain that expenditure rate, we must have 
the ability to make expenditures, or the inventory from which to 
make deliveries. 

Mr. WiccLeswortu. You think the expenditure rate ought to level 
off then and then be more or less the same? 

Mr. McGuire. I am telling you it will level off at around that 
figure. I must say this to you—and I think it is an important point— 
I believe the reason we are doing this——— 

Mr. Wicaiteswortn. When you use that figure, are you talking 
for military assistance as a whole? 

Mr. McGurre. Yes, sir. I believe there are many purposes this 
program can serve. One purpose is to deliver goods to recipients on 
time. Thus when we tell someone they will receive a tank it will be 
delivered on time. That in my opinion will create good will. I am 
not saying we will deliver the tank if they cannot use it; they must 
first prove the requirement. It is the responsibility of MAAGS in 
the field to determine that. I realize the importance of meeting 
requirements in the field and getting equipment into the hands of those 
people so they would have visible evidence of deliveries. This has 
not received as much emphasis as Mr. Gray and I think is necessary. 

Mr. WiaeteswortH. That is all, Mr. Chairman. 

Mr. Passman. If I remember correctly, we were told earlier in the 
hearings that it may have been Congress appropriated too much money 
in the past, because the unexpended balance at the end of fiscal 1955, 
I believe, had reached the staggering total of $9 billion. It was ad- 
mitted that Congress had provided too much money and this unex- 
pended balance has gotten too large. 

I just wonder if we are going to make the same mistake again, as 
long as it has been admitted to have happened in the past, in trying 
to maintain too big a pipeline. 1 wonder if we will not get back in 
about the same predicament we were in, with the new money and the 
unexpended balance, and have $12 billion as a credit in this overall 
program? 

Mr. McGuire. Frankly, as far as the military is concerned, I do 
not think that is the case. 

Mr. Passman. Nevertheless, you think the previous statement was 
incorrect? 

Mr. McGutre. No; I was addressing myself to the second part of 
your question, which inferred that we are overloading the pipeline. 
In other words, having been burned once, are we going back again to 
be burned a second time? I do not think that is the case. 

Mr. Passman. I think that is a very good answer. 
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POLITICAL AND ECONOMIC SITUATION IN ITALY 


Mr. Fenton. In view of the obstacles for achieving our objectives 
as listed in your justifications, what is really the status of the situation 
in Italy? 

Mr. McGuire. I think that question has political implications, sir. 
I would like to ask Mr. Elbrick to answer it. . 

Mr. Exvsrick. Would you mind repeating the question, sir; I am 
afraid I did not hear it all. 

Mr. Fenton. According to the obstacles listed in the justifications 
to achieving success of our objectives, what is the real situation in 
Italy? 

Mr. Exsricx. The political situation? 

Mr. Fenton. Yes. 

Mr. Exsrick. We have just received some encouraging news today. 

Mr. Fenron. Would vou rather this be off the record? 

Mr. Exvsrickx. No; I think it can go on the record, sir. 

As you know, they had a provincial and communal election in Italy 
on Sunday and Monday last and, while we do not have the complete 
breakdown of the vote by parties, we do have a clear reflection of the 
trend in Italy as a result of the general division of votes. Funda- 
mentally, in the provincial election, the Central Party as a whole 
increased from something like 49 percent to almost 53 percent of the 
total vote; there is a slight decrease on the left; there is an increase in 
the Socialist vote which came chiefly at the expense of the Communist 
vote. But the Central Party benefited both by desertion from the 
right as well as the left to achieve a majority. 

I think it is an encouraging picture. Certainly the trend is not 
toward the left as perhaps some of us had been led to believe by 
reports from Italy recently. 

Mr. Forp. Was that a general trend nationwide, or in isolated areas? 

Mr. Exvsrick. I do not have the detailed statistics, but I understand 
it is nationwide. If you would like, we could submit a statement for 
the record as soon as we get the complete voting reports in. 

Mr. PassMAN. Without objection, you may insert it in the record. 

(The matter referred to is as follows:) 


Iranian Locat Evection REsULTS 


On May 27 and 28, 1956, about 27 million Italians (90 percent of the national 
electorate) went to the polls to elect communal and provincial councils. The 
electoral system employed is described in attachment (A). The main innovation 
of these elections was the use of the pure proportional system in all communes over 
10,000 in place of the old “linking”? system (which permitted party alliances, with 
two-thirds of the seats going to the bloc winning a plurality). More than 91 per- 
cent of the voters in the electoral districts concerned went to the polls. Although 
the legislative bodies being elected were local, nevertheless national and inter- 
national issues were of some importance. 

On a nationwide basis, the center coalition registered an encouraging gain at 
the expense of both the left and the right. As compared with the national elec- 
tion results of 1953 the coalition parties advanced from 49.8 percent to 53.4 percent 
of the total vote in the communes and 51.8 percent in the provinces. While an 
exact breakdown by individual parties of the total nationwide results is not yet 
available, it is generally clear how each of the parties fared. Though the Christ- 
ian Democrats lost between 2 and 3 percentage points as compared with 1953, 
they still polled well over 10 million votes and their dominant position remains 
intact. Their lay democratic allies, the Social Democrats and the Liberals, made 
substantial gains. On the left, the Communist Party lost several hundred thou- 
sand votes, though unfortunately a large portion of these votes went to their allies 
the Nenni Socialists who gained ground. On the right, the Monarchists and Neo- 
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Fascists suffered losses. A comparison of unofficial communal results with those 
of the national elections of 1953 appears in attachment (B). A comparison of 
unofficial provincial returns with previous national and provincial results is given 
in attachment (C). 

Because of the pure proportional system employed in the communes over 
10,000, there will be some difficulty in forming the city council majority in many 
cities. As a result of this election, the center now holds 36 provincial capitals, 
the left 13, and the right 2. In the remaining 37 (including Rome, Genoa, Palermo 
and Venice) in which elections were held, no bloc of parties won a majority of the 
seats. In these cities, the center will probably attempt to form minority adminis- 
trations. Attachment (D) gives a comparison of results in several large Italian 
cities with previous local election results in the same cities (1951-52). 

It seems clear that the overall results indicate a trend in favor of the center 
government and the democratic parties composing it. 


ATTACHMENT A 
LocaL Iranian Evectrions To Br Hetp UNperR ReEvisep EvectoraL Law 


In the administrative elections which will be held throughout Italy on May 
27 and 28, amendments to the previous electoral law have removed much of the 
advantage formerly accorded to the center parties in contests for communal 
councils. The new law may thus be more favorable to the opposition parties 
than the previous law, but the actual number of communes changing from centrist 
to leftist administrations may not be very large. This paper is designed to provide 
background information on the administrative contests and the electoral system 
under which they will be conducted. 

Definition.—The term ‘‘administrative elections’ is widely used in Italy and 
means elections for local government bodies. These elections are for communal 
(municipal) councils and for provincial councils. 

Scope.— More than 7,000 communal councils and 79 provineial councils will 
be elected. Communal elections will not be held in the autonomous region of 
Valle d’Aosta nor in the provinee of Gorizia. Provincial elections will not be 
held in the autonomous regions of Trentino-Alto Adige, Sicily, and Valle d’ Aosta 
nor in the province of Gorizia. 

Electoral laws.—Provincial councils will be elected according to law No. 122 
of March 8, 1951, under a mixed majority—proportional representation system 
(combination of single member districts with proportional features). This law 
was not in dispute in the recent lengthy discussions and negotiations on electoral 
legislation. However, communal councils will be elected differently from past 
procedures. The basic law of April 5, 1951 has been amended in the following 
important respects. 

1. Linking of party lists is no longer permitted. In the 1951-52 elections 
(administrative elections were held in three separate rounds—in northern and 
part of central Italy in May and June 1951, and in the rest of the country in May 
1952) two or more parties could link their lists and thus have their votes counted 
together in order to take advantage of the premiums offered by the election law 
prevailing at that time. 

2. A premium of seats for a plurality of the vote is now accorded only in com- 
munes with less than 10,000 population. Under the old law, a party or group of 
linked parties which won a plurality of the votes in communes of over 10,000 
won two-thirds of the seats. The remaining seats went to the party or group of 
linked parties receiving the next highest number of votes. Within the respective 
groups, seats were allocated to the component parties on the basis of strict 
proportionality. In communes with under 10,000 people, the list or grouped 
lists which won a plurality received four-fifths of the seats and the party or group 
of linked parties receiving the second highest number of votes was given the 
remaining seats. 

3. In communes with under 10,000 people, two-thirds of the seats on the com- 
munal council will go to the party winning the plurality of votes. The remaining 
seats will be distributed to the rest of the parties in proprotion to the number of 
votes won by them. 

4. In communes with over 10,000 population, seats will be allocated to each 
party on a modified proportional basis. The system of allocation is as follows: 
the vote of each party list is divided successively by the numbers from 1 up to 30 
(or whatever number of seats there are on the communal council). For example 
let us assume that in a commune with 30 seats the Christian Democrats (DC) 
receive 1,100 votes, the National Monarchist Party (PNM) 700, the Italian 
Communist Party (PCI) 600. the Italian Socialist Party (PSI) 300, the Italian 
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Democratic Socialist Party (PSDI) 250, and the Italian Republican Party 
(PRD 50. The number of votes cast for each list is divided first by 1, then by 
2, 3, 4, ete., up to 30. This is done as follows: 





Divisor DC PNM PCI PSI PSDI | PRI 
(1,100) (700) (600) (300) (250) (50) 
woe Be ters, ioe wei ols Oe 1, 100 700 600 300 250 50 
Beste ee x Stan) At cakes dad st atee 550 350 300 150 125 25 
ee ee 367 233 200 100 83 17 
eee ee ee oe ee 275 175 150 | 75 63 13 
ee enol toe eee 220 140 120 60 | 50 10 
tet ge ak oes tone ant eae ated | 184 117 | 100 50 | 41 s 
> > 7 * . | . - 
20 | 10 | 8 1 
{ 


MiatheicueabiccedbisniessoniiiaimesrarsesOt 36 23 





A graduated table composed of the highest 30 quotients is then drawn up to 
indicate the party winning each of the 30 seats: 

















Seats | Quotient | Party | Seats Quotient | Party 
ea A cleamascl sees bid sa cessag le bchnisd ate tease ahd hia aangh 
} 
a eat dink 1,100 | DC. Bes 367 | DC. 
eh eed. xen Se 700 | PNM. Pee. tat or ee 350 | PNM. 
Bech aise s tee 600 | PCI. | 7- a AAAS 300 | PCI. 
Bs ake kde ca. ‘eas 550 | DC. 1] 8, ete___ ee ta ate le 300 | PSI 





If two parties have the same quotient, the one with the larger number of votes 
gets the seat. 

In addition, other new provisions include: restrictions on the use of campaign 
posters; prohibition of campaigning by radio and television; and a 5-year reduc- 
tion in the period of ineligibility of voters who have served short prison sentences. 


ATTACHMENT B 


Unofficial results of the Italian communal elections (of May 27 and 28, 1956, compared 
with 1958 national election results) 


National 1953 | Communal 1956 
j-— —_ ih iciectininerianciettliianiataplnetiiasaduliiie 


| 
Number | [Percent Number | Percent 
i 

| 


psi ses eenieesieengaaiiantwenipnnanticaatenislicinanaes . tne caliente] mtinishntnonnet sais 








Communist and Nenni Socialists ; ul 9, 682, 408 35.8 | 9,042,601 | 34.1 
Independent Left (anti-Communist, anti-C enter) | 396, 508 | 1.4 - ; ee eee 
Ce ; ; 13, 488, 813 | 49.8 14, 166, 251 53.4 
MND Ahead ed kee nails AACE ES be radactis~sitcn-na-stnel | Meee a6 (IR T 4. 0067, 000 11.2 
Other____-- ce E ena aauee 85, 142 | 0.3 | 355, 881 | 2. 
— Aiaibohdnaate é Aecdbeia ctesat 
Total Souk eee ‘ A. dinnesccsacebue 27, 087, 601 my 100.0 | 26, 552, 660 | 100.0 
| 





Note.—Breakdown of the returns by individual parties is not yet available. It may take weeks for the 
Ministry of Interior to identify the orientation of some of the local election lists. 
National totals for the communal elections of 1951-52 not available. 


ATTACHMENT C 


Comparison of Italian provincial election results with previous Italian election results 
(by percentage of total vote) 














| Provincial | National! | Provincial 
1951-52 1953 =| «1956 
Communist and Nenni Socialists __ - 5 : 35.7 | 36.7 | 35.1 
‘Independent Left”’ one Communist, anti-Center). ates Sel ais sai the 
Center _- el ned Bate tesa nee rae 50. 2 | 49.9 51.8 
Right__. Be Se ea ee A 9.9 | 12.0 | 10.8 
Other (unclassifiable, local, et cetera)......_.-.....-------..- | OS ile ccocesus Liu 2.3 
See eee ee | 100.0 | 100.0 | 100.0 





1 Percentages given for the national elections of 1953 refer to the same 79 Provinces. 
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ATTACHMENT D 


Communal election results in important cities (comparison with communal elections 
of 1951-52) 


1951-52 1956 


Rome: 
Left 
Center- 
Right. 
Other__- 


Total___. 


Venice: 
Left. 
Center -_- = jae 
| SER rt Peer ee 


reenact 


Florence: 
OS ; 
Ce bab icicnne 


ORIEL os 6hiideheeiea 


Milan: 
Leit..... 
Center. -__- 
Right 
Other___. 


Total 


Turin: 
Left ane 
Center _- 
Right. 
Other_ 


Total__-. 


Bologna: 
Left 
PON oc cacatwae 
Wei 5 ius6c6ea% 


Naples: 
Left 


Right 


Genoa: 
IE a en 
SRG Si gn8 bands ode wnebtiee 
Right 





Percent 


| popular 
| 


vote 


34.9 
41.8 


Percent | 
Seats! | popular 
| vote 


23.3 | 


100. 0 


40.5 


53.5 


6.0 | 


= 


44.2 | 

49.7 | 

6.1 
scandal 


100.0 | 


100. 0 | 


38. ! 

8.3 | 
11.1 | 
2.1 | 


100.0 | 
| 

50.2 | 
6.8 | 


em 


100.0 | 


52.8 | 
42.1 | 





100.0 | 


26.9 


| 
5.1 | 


100.0 | 











1 Under the 1951-52 law, the party or bloc of parties winning a plurality received 34 of the council seats; 
the remaining 4% were divided proportionally among the losers. 

? The 1956 law provided for a seat distribution on the proportional principle (see attachment A for de- 
scription of its workings). 
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Election results in 9 Sicilian provincial capitals and Marsala 








National | Communal 
| 1653 1956 
Left: | 
Communists ; | 140, 888 110, 479 
Nenni Socialists 35, 643 | 63, 272 
Left 18, 175 | 4, 203 
Center: | 
Social Democrats 17, 039 28, 918 
Republicans : 14, 847 13, 917 
Christian Democrats _ 221, 593 269, 014 
Liberals a, ga See 29, 402 42, 706 
Right: | 
I a a a Dene 21, 201 
National Monarchists_- ; 121, 333 | 86, 339 
Neo- Fascists i : | 116, 839 | 71, 547 
Grand total____-- bb aie " pi ees . 715, 759 | 711, 596 


| 


Mr. Fenton. Now with a nation of 43 million population and esti- 
mated unemployment of 3.5 million, which comprises 10 percent of 
the working force, I presume that the most of this unemployment is 
in the larger cities; is that right? 

Mr. VanDyxe. I think the correct figure of unemployment is 
roughly 2 million. The figures that are usually cited are 2 million 
unemployed, and roughly another 2 million underemployed in the 
agricultural south where there is surplus population, but not unem- 
ployed in the sense of being urban unemployed. They are under- 
employed agricultural part-time workers. 

Mr. Fenton. Of course underemployed means, in spite of the 
election returns just quoted, that that is pretty fair ground for the 
opposition? 

Mr. VanDykxe. Exactly, sir. 

Mr. Frenvron. And in view of the fact the most of your increase is 
for Italy for fiscal 1957, mostly for the military, how would you expect 
that unemployment to be eased? 

Mr. VanDyke. The Italian Government at the present time has a 
rather major effort under way to develop its unutilized resources, and 
one of the resources that is going to be put to work is the unemployed 
people. The Italian Government has an industrial and general devel- 
opment program currently under way which will require a large 
investment and we think this investment can come and ought to 
come primarily from the Italians themselves and Western Europe. 
The Italians have obtained some loans from the International Bank; 
also they have obtained through our Public Law 480 some sales of 
United States commodities, part of the lire proceeds of which, in turn, 
will be available for loans for development in southern Italy. But, 
as you know, there are no mutual security funds being requested for 
economic assistance this year. 

Other sources, we believe from our present evaluation of this 
situation, ought to supply the necessary capital for the very important 
and very essential development program in Italy. 

Mr. Fenton. That is the point I am trying to get at. There is 
going on presently, then, something towards the solution for that type 
of person who is industrially inclined and can be put to work. In 
other words, is Italy stepping up its industrialization program to any 
appreciable extent? 
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Mr. VanDyxke. The Italian Government is committed to an in- 
dustrial expansion program. 

Mr. Fenton. Do you know anything about the progress of it? 

Mr. VanDyxe. There is available at the present time a study 
which has been drawn up by a group working on behalf of the Italian 
Government. In this study certain goals are established in terms of 
the incorporation of additional unemploy ed and the marshaling of 
capital for industrial and general development. This outline has 
been discussed by members of the Italian Government with other 
OQEEC member governments at Paris. It has been presented to the 
United States Government. We have looked at it and it is currently 
being elaborated on and detailed by all interested parties including 
the Italian ministries. 

Mr. Frenron. I think that is all. 

Mr. Passman. Would you furnish for the record the number of 
unemployed in Italy at the present time, compared to the past 5 
years? 

Mr. VanDyxe. I will be glad to furnish that figure, Mr. Chairman. 

Mr. PassMan. My understanding is that the situation is continuing 
to improve. So far as the underemployed is concerned, that is a 
broad statement; is it not? If you start including the underemployed 
you would have to take practically all of the world’s employees; 
would you not? 

Mr. VanDyke. It is a very hard thing to measure. 

Mr. Passman. If you will, provide for the record the number of 
unemployed compared to the past year. 

Mr. VanDyke. Yes, sir. 

(The information requested follows:) 


ITALY 
CHANGES IN EMPLOYMENT AND UNEMPLOYMENT 


During the last 5 years the expansion of the Italian economy has created 
enough new employment to absorb approximately the net additions to the work 
force. Since 1953 increases in nonagricultural employment, including construc- 
tion, have exceeded the increase in workers. 


Total unemployment registrations on file, monthly average 


[In thousands] 
Calendar vears: All classes 


[5 eee - 938 
io Se, ak died es 073 
i ee 2, 181 
1954__ , oo 3 - : 197 
1955_ 


The major part of the registrations are those of totally unemployed experienced 
workers, and individuals seeking their first jobs; registrations by pensioners 
seeking employment, or employed or partially employed persons seeking other 
jobs do not exceed 5 percent of the total. 

The structural character of the employment and unemployment situation in 
Italy is such that registrations of those seeking employment are an insufficient 
guide to economic trends. During the postwar period it has been possible, by 
absorbing industrial underemployment, to achieve significant increases in output 
without commensurate increases in the number employed or any substantial 
impact on the level of unemployment. Further, the impact of the economic 
expansior in areas where a special effort is being made, as in the South, and the 
job opportunities which it brings, may result in new registrations from indi- 
viduals who now see a possibility of finding employment through the employment 
services. It is, therefore, necessary to examine the situation in somewhat 
broader terms than the statistical series themselves permit. 
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The persistence of unemployment and underemployment is a social, political, 
and economic burden for Italy; it constitutes a problem the Italian Government 
considers one of the most important which it is seeking to solve, 


Mr. Forp. Perhaps it can be explained. I think it should be. On 
page 260, under the Army program for Italy, the figure is (blank). 
On what I presume is the corrected copy for the book, 262 (c), at the 
right of the Army column it says the total is (blank). 

Colonel Crirz. If you will look at the first page under Italy, you 
will see the breakout for the total figure for equipment and supplies. 

It is the first page before you come to the detailed breakout. You 
will notice that “Equipment and supplies” is (blank). Then if you 
look below that, vou will see certain other things which are added to 
equipment and supplies. Training is one, and repair and rehabilita- 
tion, is additional, which runs the figure up. 

Mr. Forp. In other words, as listed on page 262 (c) that is strictly 
for materiel? 

Colonel Crirz. Yes, sir; that is the difference. 

Mr. McGutre. I think if you will look at the facing page, which is 
11-62b, you will see the tabulation. 


LEAD TIME FOR ITEMS FOR ITALY 


Mr. Forp. Are any Army items of a long lead time nature required 
in the Italian program for fiscal 1957? 

Mr. McGuire. There are * * * in there. I would say that very 
little, if any, in the Army program is in long lead time items. 

Mr. Forp. It is my impression it is readily procurable? 

Colonel Crirz. That is correct. 

Mr. Forp. Then the long lead time aspect of the Italian program 
comes where? 

Mr. McGutre. Primarily in aircraft and minesweepers. You will 
find ships and aircraft on page 11—62d. 

Mr. Forp. It is contemplated, then, that the funds requested, at 
least for the Army portion of the Italian program, will be currently 
expended in fiscal 1957? 

Mr. McGuire. Yes, sir; I would say that is a proper statement. 
There might be a minor lapover of a couple of months into 1958, but 
I doubt it very much; because the amount here can more than eat 
up, or would eat up, the amount for current requirements. 

Mr. Forp. Do you recall offhand what the expenditure figure was 
for the Army’s part of the Italian program, or what you anticipated 
it will be in fiscal 1956? 

Mr. McGurre. No, sir; I do not. We can get that figure for you 
if you would like to have it. 

Mr. Forp. I think it might be well to have the expenditure figure 
for fiscal 1955, for fiscal 1956 and the estimated expenditures in fiscal 
1957 for the Army portion of the Italian program. 

Mr. McGutre. Yes, sir. 

(The information requested was furnished the committee.) 

Mr. Forp. That is all. 





WEDNESDAY, JUNE 6, 1956. 
THe NETHERLANDS 


Mr. PassMAN. The committee will come to order. 

I believe, Mr. Secretary, we had finished with Italy and are now on 
the Netherlands? 

Mr. McGuire. That is correct, sir. 

Mr. Passman. Would you like to fill in your detail? 


GENERAL STATEMENT 


Mr. McGuire. For the Netherlands, our request is considerably 
larger than the amount which was requested last year. 

Of the Netherlands program for 1950-56, about 20 percent remains 
undelivered. This undelivered portion has been obligated for materiel 
items, principally for tanks, combat vehicles, artillery, and ammuni- 
tion for the Netherlands Army; for minesweepers and fighter aircraft 
required by the Netherlands Navy; and principally F-84F, F-86K, 
and Hawker-Hunter aircraft, plus components and spare parts, for 
the Netherlands Air Force. 

The new program requests money principally for light tanks, combat 
vehicles and spares, ammunition, attrition minesweepers, maritime 
patrol aircraft, attrition fighter aircraft, and spare parts. 

This program for fiscal 1957 is necessary to improve the readiness 
and combat capability of this small but effective military force and to 
assist the Netherlands Government in its effort to maintain and 
improve its position in the NATO alliance. Included in the program 
are inshore minesweepers to be provided on a matching basis to meet 
naval requirements. By that 1 mean the Dutch are going to provide 
an equal number of minesweepers. That was the arrangement under 
which it was set up. 

Mr. PassMANn. Even so, it will be for their own country they are 
providing them? 

Mr. McGuire. No, not quite, sir. Under the NATO concept these 
minesweepers have a common objective. 

Mr. PassMAN. But even though it is a part of NATO, it is the 
Netherlands’ contribution in that particular field, is that correct? 

Mr. McGutre. It is the Netherlands’ contribution in that field but 
their objective may be far to the north of the English Channel, for 
example, the same as where other NATO troops may be operating. 

Mr. PassMAN. The reason I asked the question, the record will 
indicate that many of these programs notwithstanding the fact the 
countries are building for their own security when they make a 
contribution, it is obvious we must make a contribution so that the 
objective can be carried out? 

Mr. McGuire. Yes, sir. 


INCREASE IN REQUEST FOR FUNDS 


Mr. Passman. According to the detailed information before us, the 
amount requested for the Netherlands for fiscal year 1957 is over 


100 times greater than the amount requested for the program for 
fiscal year 1956? 
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Mr. McGuire. Yes, sir. 
Mr. Passman. Will you go into more detail as to why such a 
tremendous increase is necessary for the Netherlands, taking into 
account they have had almost $1 billion in the past? 
Mr. McGuire. I think there are two points, if I may speak to them. 
First of all, Mr. Chairman, the Netherlands program last year, 
for practical purposes, was curtailed except for training. 
Mr. PassmMan. For what reason? 


REAPPRAISAL OF PROGRAM 


Mr. McGutre. Mr. Hensel was making a reappraisal of the pro- 
gram. I would like to read you what Mr. Hensel said last year. 
Mr. Hensel, Assistant Secretary of Defense at that time, stated that 
the Department of Defense was conducting a complete reappraisal of 
the military assistance program in the light of the then existing situa- 
tion. He further stated that the results of this nuceigidiaal could 
not be made available prior to congressional action on the 1956 
program, and that he had taken certain actions pending the comple- 
tion of the study. Such actions were, first, a slow-down was put into 
effect, and secondly, the fiscal year 1956 estimate was a conservative 
one. 

Mr. Hensel believed that the results of this appraisal would 
permit planning for 1957 on a more realistic basis and that revealed 
deficiencies would be picked up in larger requests for 1957. 

The appraisals as initiated by Mr. Hensel were completed under 
the guidance of Mr. Gray who, as you know, took over in August 
1955, and these results, plus other actions instituted by Mr. Gray, 
formed the basis of our fiscal year 1957 program. 

I recognize that the committee gave the Department of Defense, 
for practical purposes, approximately what was asked for last year. 
The net cut was $85 million, which is not a substantial cut. 

Mr. PassMan. That is an $85 million cut against the request of 
what amount? 

Mr. McGuire. The Department of Defense request for fiscal year 
1956 was $1.4 billion. I am sure that no criticism could be made 
of the committee for that action. 

Mr. PassMANn. You are not speaking of the Department of Defense 
appropriation, but only as it applies to this program? 

Mr. McGutre. That is correct. I think the area of the Depart- 
ment of Defense concerned with this program took those areas which 
were most critical from a security viewpoint and programed amounts 
for such areas. I have in mind Korea, Taiwan, and so forth. 

I think the reappraisal has been an extremely beneficial and healthy 
exercise. I think we know more about where we stand. We certainly 
we know more about the requirements, and I believe we know more 
about what we should do in the programing of this materiel. 

Mr. Passman. In how many countries do you have a reappraisal 
program going on? 

Mr. McGuire. The reappraisal is worldwide. 

Mr. Passman. You have not completed reappraisals in all of the 
countries; have you? 

Mr. McGutre. From the point of view of the requirements needed 
under our present planning, the reappraisals have been completed. 
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As you may recall, last year I believe Mr. Hensel—and I do not 
intend this as any criticism—presented to you a program which was 
not broken down by detailed requirements. I assure you the fiscal 
year 1957 program has been through the stages of determining what 
the requirements are. 

Mr. Passman. Then there are not too many nations that you are 
requesting the appropriation be increased by a hundredfold? 

Mr. McGuire. No, sir; that is not true. 

Mr. Passman. You must have misunderstood my statement. I 
said there are not many nations that you are requesting the appropria- 
tions be increased by a hundredfold? 

Mr. McGuire. There is no question about what you said being 
true. I think one has to look back and consider the position taken 
last year. ‘To put it in a very trite manner, possibly they allocated 
the funds to some areas they felt needed the equipment, knowing 
they had this reappraisal in process. Some areas did not get as 
much as they might have. 

Mr. WieGLeswortH. You speak of the reappraisal that has been 
going on. Has that in any way altered the mechanics in being for 
the consideration of requests or recommendations for military 
assistance? 

Mr. McGuire. I am not sure I understand your question, Mr. 
Wigglesworth. I will try to answer it to the best of my ability. 


DEVELOPMENT OF REQUIREMENTS 


Mr. Wige.eswortu. We have been told in the past that the pro- 
grams for the several countries involved were in each case in effect 
initiated on the ground, approved by the MAAG in charge there, and 
from there proceeded through various categories of consideration 
until final approval of the figures submitted to the Congress. 

Mr. McGutrer. Now I understand your question. There have 
been no substantial changes in the basic determination of the require- 
ments. It still begins at the country level where the MAAG’s develop 
the requirements which flow through the Unified Command Head- 
quarters into the military departments. The requirements are 
reviewed by the JCS, our office, and ICA. 

I would say that there has been a change in the technique for the 
development of these reviews to make them more realistic. The 
guidelines issued in 1957 were more definitive and instructive and 
were published earlier, thereby allowing the people in the field to 
develop requirements. 

PROGRAM CONTROL 


Mr. WiaateswortH. Do you think there is a real and detailed 
control on the present basis of operation at the top level over the 
items included in the request and the necessity of those items in the 
light of what may already be available? 

Mr. McGuire. Yes, I do, Mr. Wigglesworth. I would like to 
amplify that, if 1 may, for your information. 

I feel that a great deal more effort has been made to screen and 
review. Obviously, there is always room for improvement. During 
the time I have been in the job I see several areas where I think we 
can improve it, and I am taking steps to do that now. I personally, 
after the military departments completed their reviews, conducted a 
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separate review with each department. I have had considerable 
experience in that type of work in the retail business and I would say, 
from the point of view of my business experience, that a very thorough 
review was made of this program. It will have changes; it should 
have changes; because it is something that must be kept fluid and 
growing. 

Mr. WieeLteswortnh. | asked the question because in the past I 
have felt that undue reliance was placed on the recommendations of 
the individual MAAG’s in the field who were not in a position to have 
a detailed overall picture, or what might or might not be available. 

From the standpoint of this committee and the Congress it seems 
to me that control at the top level is extremely important. 

It is impossible for this committee to go into the details of every 
request that is made here for military assistance and to determine 
whether or not the number of items specified is justified from the 
overall basis or in the light of items which may already be available, 
and we have got to take on faith, in large measure, the information 
and opinions which are brought to us from the top level after these 
reviews insofar as military assistance is concerned. 

There is also the matter of the unit prices which is very fundamental 
from our standpoint and very difficult to check with all the details 
that are involved in this program. 

Mr. McGurre. Could I answer in order those points, Mr. Wiggles- 
worth? 

Mr. WiacGieswortn. Yes, if you would, please. 

Mr. McGutre. First of all as to the reviews. I presume you gentle- 
men know when Mr. Gray took over this job he recognized that in 
the farflung activities of the Office of International Security Affairs 
of the Secretary of Defense there were many problems that needed 
attention and concentration. Mr. Gray asked me to come down to 
supervise only the MDAP operations. I was Chief of Procurement 
for the Navy in Mr. Forrestal’s office during the latter part of the war 
and have had some connection with military procurement. The bal- 
ance of my life I have spent in the retail business, which is primarily 
an inventory control activity. 

In these reviews we conducted there were many areas which in my 
opinion we should have had and could have a more detailed justifica- 
tion for the necessity for each item. We have set forth those guide- 
lines and requirements to the military departments, and I assure you 
that the funds we receive from the Congress, before they are given 
out to the services, will be subject to that type of scrutiny again. 
Aside from the initial review that takes place, a further review must 
be made to consider new changes. 

We have brought in Mr. John L. Holcombe to supervise our pro- 
gram control. Mr. Holcombe is a controller by nature. He chal- 
lenges; he does not accept. There were some parts of the program 
that were challenged. We did not feel they were justified so we chal- 
lenged them. 

From the pricing point of view, we have asked that the pricing pro- 
visions be changed. In essence, what we are seeking is the applica- 
tion of the same price to MDAP material that the seivices apply to 
interservice transactions for the same item. For example, on a com- 
mon item procured by the Navy for the Army, MDAP should be 
charged the same price. I think we have a good watchdog on this 








situation. On an item that is not common to the services, we would 
sit down with the service and, allowing for condition and value, we 
would set a price that would be lower than the procurement cost. 


CHARGES FOR MATERIAL DELIVERED BY THE MILITARY 


Mr. Wiaccieswortu. If | may interrupt, there has been testimony 
that to some extent in the past the services have been charging as 
high as 170 percent of the original cost of the item delivered to MDAP 

Mr. McGutexr. | am familiar with that testimony. What the mili- 
tary departments have been doing is within the interpretation of the 
law, and a rightful interpretation, I believe. You will recall that 
part of the philosophy of this program when undertaken was a modern- 
ization program for our military departments. I think it stil is a 
modernization program for the departments, but | think that the 
so-called modernization theory no longer is applicable to the operation 
of the program. We have passed that point as we are considering 
the transfer of advanced weapons to our allies simultaneously with 
our own troops obtaining them. One thing I insisted upon with 
Mr. MeNeil, the Department of Defense Comptroller, in planning this 
program is that we have the advantage of getting the excess materiel 
at no cost, except for repair and rehabilitation, to the program. 


REAPPRAISAL OF PROGRAM 


Mr. Wieaieswortrn. When you speak of this reappraisal, do you 
mean that somebody has actually gone into every country where there 


is a military assistance program and has gone over the situation with 
care to see how many tanks or how many carbines or other items are 
needed by that country and compared them with those actually on 
hand so that they have a detailed judgment of the situation on their 
own part as distinguished from the judgment at the MAAG level? 

Mr. McGuire. That is a task bigger than one person can do. 

Mr. Wicc.ieswortnH. Of course. 

Mr. McGuire. It has been done. The MAAG’s have done it. 

Mr. WiaeteswortH. The MAAG’s or some other people? 

Mr. McGurre. The MAAG’s, and the personnel of the unified com- 
mands have reviewed it. We have reviewed it, and we have had people 
in these reviews from Mr. MecNeil’s office. You may not know this, 
but Mr. McNeil has people who have reviewed the basic military 
budgets. There is an interrelationship here on types of equipment, 
and we have used some of these people on these reviews. The forces 
that are being equipped and supported are those established by JCS, 
and there are no extra forces being considered. The Tables of Organi- 
zation and Equipment (TO/E) for example, have been reviewed to 
eliminate excess requirements of those forces being supported by 
MDAP. 

Mr. Wiaeteswortu. We have not completed the list of European 
countries yet, but is it fair to state that the result of these reappraisals 
has been an increase in the estimate of needs pretty much all along 
the line? : 

Mr. McGutre. No, sir; I do not think that is quite right. I would 
say this has brought forth a realistic appraisal of what the deficiencies 
are and those that must be funded this year. 
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Mr. WicGLeswortu. As far as we have gone on this list, almost 
without exception there is a material increase reflected in the 1957 
request as compared with the current program, and I was wondering 
whether that is a fair index of the result of this reappraisal or whether 
it is not? 

Mr. McGurre. I think, sir, it is a fair index of the result of the 
reappraisal. 

Mr. WiaGcLteswortu. In other words, the reappraisal has not 
developed to date, either in terms of end items or in terms of personnel, 
any places where substantial savings or economies seem to be possible 
as compared to the situation before it was made? 

Mr. McGuire. I would like to address myself to one point that 
might be helpful. The reappraisal was based on wanting to fulfill 
the deficiencies we were trying to eliminate in the forces we are sup- 
porting. In order to do that we must plan from the point of view of 
being able to deliver those things over the period of—this program 
would cover as far as 1959, in the case of the advanced weapons, 
which are long-lead-time items. I think we must recognize we have 
an unexpended balance for June 30, 1956, which is the lowest it has 
been since 1950. The results of the reappraisal, on top of the con- 
servative approach taken by Mr. Hensel last year in asking for an 
extremely conservative amount of money indicates we should ask for 
new obligational authority at this time in order to be able to fulfill 
those deficiencies on a reasonable time-phasing basis. 

Mr. WiaGLeswortu. Well, of course, there is always the question 
of how fast those deficiencies are to be filled. What I was interested 
in knowing in a general way was whether or not this reappraisal had 
been productive of results indicating possible savings or economies 
either in terms of end items or in terms of personnel: and I gather 
from the record as far as we have gone, anyway, that the answer to 
that is in the negative? 

Mr. McGuire. You are correct. We believe there will have to be 
an expenditure rate on this program, if its present objectives are 
fulfilled, that will run in the neighborhood of between $2.5 billion 
and $3 billion per vear. Again I would like to stress that in order to 
maintain that delivery rate we have been delivering faster out of 
our backlog than we have put money into it, but we must put some 
money into it, and I would not anticipate that there would be a 
substantial increase in any new obligational authority for next year 
compared with this year. I would say we are getting to a point 
where we can get this thing in balance. You mentioned the ups and 
downs the other day. 

Mr. WiaaLeswortnH. Yes. It seems to me if we are going to con- 
tinue this program in the future we ought to reach a point where our 
annual contribution is more or less a level one in terms of end items, 
and I should hope there could be a very substantial decrease in terms 
of personnel, both in the field and in the Department, in connection 
with the program. 

Mr. McGutre. It would certainly be my desire to accomplish that 
within the objectives and responsibilities of fulfilling the security 
issues involved. . 








ADVANCED WEAPONS PROGRAM 


Mr. WiaGLeswortH. Let me ask you one other question. In 
these revised confidential tables you have given us, is the advanced 
weapons program reflected and, if so, to what extent overall? 

Mr. McGuire. The advanced weapons program is not reflected 
upon a country basis. 

Mr. WiaeLesworrtu. In any of these tables? 

Mr. McGutre. It is complicated. There is included in_ these 
tables $195 million of advanced weapons, particularly of the F—100 
type series. As I told you the other day, we have advance funded 
out of 1956 funds $104 million. { would like this off the record, Mr. 
Chairman. 

Mr. Passman. All right. 

(Discussion off the record.) 

Mr. Wiaciesworrn. To the extent that The Netherlands, for 
example, is to receive advanced weapons or to share in the benefits 
of advanced weapons there would be an additional dollar figure to be 
added to the overall figure that you show on this table to give us the 
complete picture? 

Mr. McGuire. That is correct. I think it is only fair to analyze 
that. The program is not, as General Gruenther so well stated, 
designed to protect a country. It is to give defensive strength to the 
entire NATO group, so it must be treated as a regional area. 

Mr. WiaciteswortH. When you tell us, as 1 understand it, there 
are some $530 miltion embodied in this request for advanced weapons, 
that includes, does it not, the figure you just mentioned as already 
funded? 

Mr. McGuire. That is correct. 

Mr. Wiaetesworrn. In other words, if the total is $530 million, 
vou are asking here for $530 million less what is already funded for 
advanced weapons and the rest is for replacement of the advance you 
have made? 

Mr. McGuire. Yes, sir. We took the $104 million for advanced 
weapons, and, as I testified the other day, there were very good 
reasons for moving these forward and funding them at once. We 
deferred the procurement or the placing of orders of $104 million for 
items that we did not think were as high a priority and moved them 
forward, replacing them dollarwise, if you will, in the 1957 program. 
Am | clear on that? 

Mr. WiceLeswortu. Yes. 


REAPPRAISAL OF PROGRAM 


Mr. PassMan. Mr. Secretary, inasmuch as much has been said 
about the reappraisal of this program, is it not true that ever since 
the inception of the program, we have been reappraising the country 
programs? It is a continuous reappraisal program, is it not, so far 
as balancing the needs of one country against another? 

Mr. McGuire. Yes; I think it is, Mr. Chairman. It depends on 
the approach you make. If you would like my personal opinion, | 
think a very sincere effort has been made to develop this program 
and its requirements from the point of view of what constitutes the 
basic deficiencies, and we have faced up to some of the facts of what 
these deficiencies are. 








Mr. PassMaAn. I might say we have never had a witness before this 
committee any more willing to give voluminous information than you 
are, and I am sure all members of the committee appreciate it. I 
think members of this committee and the Congress are concerned 
about the many articles appearing in some of our national publica- 
tions and some of our outstanding newspapers in America reportedly 
based on information coming from the top echelon. Here is one edi- 
torial widely circulated throughout the country. 

It states that the General Accounting Office, which keeps track of 
how Federal appropriations are ultimately used, reports that the 
foreign aid program group are overestimating the responsibilities of 
recipient countries, that its programs are overambitious, and that 
this could indicate that the foreign aid program is in dire need of 
reexamination and review. 

Would you care to comment on that? 

Mr. McGutre. I would. Mr. Shaw is here, and since this is 
somewhat involved technically I would like him to come up here 
with me. 

Mr. Passman. It brings in another Government agency? 

Mr. McGuire. That is right. As you know, the Comptroller 
General appeared before the Senate Foreign Relations Committee in 
an open session on the 21st of May 1956, and Mr. MeNeil who is the 
Controller of the Department of Defense was present. Unfortunately, 
Mr. MeNeil was unable to testify due to time limitations of the 
committee, but Senator Mansfield requested Mr. McNeil to appear 
before the committee at a later date, and I would like to read you his 
testimony on that matter if you would allow me because I think it 
would be helpful to you and it is something you should know. 

Mr. PassMan. Off the record. 

(Discussion off the record.) 

Mr. McGuire. I am not a fiscal man. I would like to answer it 
in this way. Both Mr. McNeil and the Bureau of the Budget have 
submitted briefs on the Comptroller General’s statement and Mr. 
Shaw, I believe, has put them in the record of this committee. 

Mr. Passman. Then I shall withdraw my question and not ask for 
your comments, and we will turn to Norway. 


Norway 


Here, again, there is a substantial increase. The request for Nor- 
way for fiscal 1957 is almost double that of fiscal 1956. Would you 
explain the basis for the increase? 

Mr. McGuire. Past programs for Norway are approximately 25 
percent undelivered. The undelivered items are largely aircraft. 
These past programs will provide unit equipment and training for the 
Norwegian forces being supported under MDAP. 

Since unit equipment for the forces being supported has already 
been programed in prior year programs, the fiscal year 1957 program 
is limited to the provision of attrition replacement equipment, mainte- 
nance, training, and spare parts. 

The proposed program will continue to provide assistance to those 
Norwegian forces being supported under MDAP. This equipment 
is required for replacement of attrition losses that, Norway 1s unable 
to produce and is mainly for weapons, artillery, and support vehicles. 
In addition, a 1-year level of training ammunition is provided. 
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The preponderant portion of funds requested for the Norwegian 
Navy cover costs incident to the loan of two destroyers as attrition 
replacement. A request for legislative authorization for this loan is 
presently being prepared within the executive branch. The loan will 
assist in maintaining the MDAP-supported Navy forces of Norway at 
an acceptable level of fitness. 

A 1-year level of spare parts for the maintenance of aircraft and 
other equipment provided under prior programs is contained in the 
fiscal year 1957 Air Force program. In addition, attrition replace- 
ment aircraft and a 1-year level of training ammunition for use by 
the MDAP-supported air squadrons are provided. 

In fiscal year 1957, it is estimated that Norway will spend $140 
million for defense several times more than the proposed fiscal year 
1957 MDA program. 

Mr. Narcuer. Off the record. 

(Discussion off the record.) 

Mr. WiacGieswortnH. Mr. Chairman, I would like to consider briefly 
the confidential sheets here in regard to this program off the record. 

(Discussion off the record.) 

Mr. Wiae.eswortu. Mr. Chairman, I am not going to take any 
more time on Norway. I think, however, what we have discussed 
off the record emphasizes what I have already said before this morning 
about the vital importance of detailed control at the top level from the 
standpoint of this committee. In the absence of that control, it is 
impossible to arrive at a judgment in any detail as to what items are 
or are not required, and whether they should or should not be financed 


out of military assistance funds. 
That is all, Mr. Chairman. 


DOLLAR BALANCES 


Mr. PassMAN. May I make this one observation in connection with 
the dollar balance to the credit of Norway. Is it not true that over 
a period of many years in the past, certain nations would have large 
dollar balances and then go down to a minus balance? That is not 
ususual, is it, for a European nation or any other nation to be short 
of dollar balances? 

Mr. VanDykz. Obviously these dollar and gold reserves are to be 
used to take up part 

Mr. PassMan. I am speaking about years ago; all of these nations 
have always had dollar balances? 

Mr. VanDyxker. Many of them have had difficulty at times. 

Mr. PassmMan. But in the past, going back to the beginning of the 
Nation, or since their relationships with America? 

Mr. VanDyke. Certainly. 

Mr. Passman. In all probability, if we could come back here 50 
years from now, we would find some of those nations were short of 
dollar balances? 

Mr. VanDyxe. These are relative terms, whether they are short 
or not. 

Mr. PassmMan. That is true. But could not such nations, among 
the 84 nations of the world, get to a point where they have dollar 
balances with our country and then get in trouble, and cane a depre- 
ciation and have a deficit? 
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Mr. VanDyke. Their situation is constantly changing. It is kept 
under constant review. 

Mr. PassMan. If we continue on this basis, it could very easily be 
that the United States would be short. Would you comment on that? 
I think you understand some of us are quite alarmed about the con- 
tinuous drain on the United States Treasury. It may not be too long 
before this long-range program is a permanent program. Many of 
us will never live to see the end of it. We are going to have to answer 
that question. 

GOLD RESERVES 


Mr. VanDyker. That is a very valid point. But our gold reserves 
are very large. 

Mr. Passman. They are not increasing though; they are decreasing, 
are they not? 

Mr. VanDyke. I think in recent years they have shown some 
moderate decrease. 

Mr. PassmMan. Especially so in the past 5 years? 

Mr. VanDyks. We still have the bulk of the world’s gold in the 
United States. 

Mr. Passman. Do you know what the percentage is? 

Mr. VanDyxez. I am sorry; I do not know that. 

Mr. Passman. If you can get that, I would like to have it in the 
record. 

Mr. VanDyxer. Our percent of the world’s gold compared with 
other countries? 

Mr. PassmMan. Yes, as of the present date, and the amount stored 
in this country for other countries, for the past 5 years. I think it 
would be valuable to the committee to know that. 

Mr. VanDyke. I will supply it. 

(The information requested is as follows:) 


Gold reserves, world and United States 


{In millions of dollars] 





| Estimated | |United States} Foreign gold 
total world | ; as percent held in 
End of year— | (exclusive of |United States) — of world United 


U.S. 8. R.) | | (exclusive of States ! 
| U.S. 8. R.) 
i 





| 
| | 
Mates tN Rabo ln Clo if 35,970 | 22, 873 | 03.6 | 5, 008 
1952 pi asidicncne 36, 290 | 23, 252 | 64.1 5, 313 
1953 Missa Soro said 36, 710 | 22, 091 | 60. 2 | 6, 484 
RA. seneriet 2 i. ora bet skeet 37, 350 | 21, 793 | 58. 3 | 6, 809 
ivan eliceesesrtainadi<oskocat kiran: ae 21; 753 | 87.3 | 6, 941 
| | 


1 


1 Gold held under earmark at Federal Reserve banks for foreign and international accounts. Earmarked 
gold is not included in the gold stock of the United States, shown in the table. 
2 Preliminary. 


Source: Federal Reserve Bulletin, May 1956. 


PUBLIC DEBT OF NORWAY 


Mr. PassMAn. What is the public debt of Norway; do you have any 
figures on that? 

Mr. VanDyxe. Yes, sir. In the lower left-hand corner on page 77, 
you see that’ the gross debt of the Central Government over the past 
4 years was slightly over 50 percent of the gross national product for 
those 4 years. 
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Mr. PassMan. I am talking about the public debt. 

Mr. VanDykxe. That is what these figures are. 

Mr. PassMAN. But can you tell me what the public debt of Norway 
is at this time? 

Mr. VanDyke. The public debt of Norway, at June 30, 1955, was 
$1.7 billion dollars. 

Mr. Passman. And how does that compare to 5 years ago? 

Mr. VanDyker. I do not have it for 5 years ago. 

Mr. Passman. Will you get that information? 

Mr. VanDyxe. | will get it if I can. 

Mr. Passman. Do you happen to know whether it is increasing or 
decreasing? 

Mr. VanDyxe. The figures on page 77 are for the period 1952 to 
1955. They show some increase in Norway’s public debt. I am sorry 
I cannot give the figures for the earlier years. 

Mr. Passman. But you will get that information for us? 

Mr. VanDyxe. We will get that information for you. 

(The information requested is as follows:) 


Norway—Gross debt of central government 


Debt outstanding ! 


End of fiscal year (as of June 30) 
Millions of Percent of 
dollars gross national 
product 





1950-51 _ _ . : : 7 ; , 593 66 
1951-52___._- miakseeins -oksle-analat hands sinks : 592 | 57 
1952-53 <a = : | , 566 53 
| eee ERS ae eee . ‘ ad : | , 650 | 53 
1954-55. _ - ; a a 726 53 
1955-56 (estimated) ___- * ‘ i Ns , 724 53 


- ae —_ 


1 Includes domestic and foreign debt. 
PorRTUGAL 


Mr. Passman. Portugal is the next item. Again, the program for 
1957 is almost double that for 1956. 

I think it is a waste of the committee’s time for me to quote these 
figures, because they are classified information. We are either going 
to have to keep them in our minds or we will be completely out of 
luck, because they are classified as confidential; but 1 will refer to 
them as more than double what they had in 1956. 

Mr. Secretary, would you like to comment on that? 

(Discussion off the record.) 

Mr. PassmMan. Had we completed your statement on Portugal? 

Mr. McGutre. I do not think we had actually started on Portugal. 

The total requested for Portugal in 1957 is approximately one- 
tenth of prior programs from fiscal year 1950 through fiscal year 1956. 
Of these programs, roughly one-third remains to be delivered. This 
undelivered portion is contained primarily in the Navy and Air Force 
programs and consists of long lead time items—electronic and ordnance 
installations in ships undergoing modernization and modern aircraft. 

The fiscal year 1957 program will provide support for Portuguese 
forces. This support consists of attrition replacement for two de- 
stroyer escorts on loan by the United States, spare parts, training 
ammunition, and formal training. 





The fiscal year 1957 funds requested are necessary to complete our 
MDAP agreements and to insure utilization of equipment previously 
delivered. 

(Discussion off the record.) 

Mr. Passman. Thank you, Mr. Secretary. 


SPAIN 


We will now consider the request for Spain. I notice you have 
about three different programs for Spain—dmilitary assistance; defense 
support, and, of course, the sale of surplus agricultural commodities. 

I do not think I need to quote figures, because they will have to 
come out of the record anyway; but, again, I observe a substantial 
increase in the military assistance program. When we put the three 
programs together, I believe you have an increase over last year. 
Will you discuss this program at this time? 

Mr. McGuire, I can speak and will address my remarks to the 
military aspects of it, which is the one that is increased. 

The Spanish program is somewhat different from that in some of the 
other countries. It is predicated on an agreement we have with Spain 
for $350 million that was incurred in connection with the bases which 
we built in Spain. 

In order to clarify the difference between the fiscal vear 1956 and 
the fiscal year 1957 programs, I would like to make this statement. 
You cannot really compare the fiscal year 1957 with the fiscal year 
1956 program from the point of view of what you are giving the 
country, since the 1956 program was not developed on the basis 
of requirements. Mr. Hensel asked for a minimum amount based on 
a judgment figure he made to tide the program over while making a 
complete reevaluation of requirement. This statement applies 
equally to all of the other countries. 

In the reevaluation which he made, we were able to determine an 
orderly schedule of requirements for the delivery of the material. 
The 1957 program reflects an interpretation of requirements by 
country which must be funded now in order to make the deliveries 
when needed. 

The 1956 program as shown in the presentation books does not 
indicate deliveries in that amount to those countries which will be 
made this year, but the momentum of prior programs would insure a 
delivery rate in fiscal year 1956 that is quite different from that 
programed. For example, in scheduling delivery of the programs, 
or if you will, in splitting the funds last year based on the judgment 
figure that Mr. Hensel made, it was felt that in most countiies where 
we had a substantial amount of undelivered equipment we would 
have to level off deliveries during the stock appraisal or stocktaking 
period, except in countries with very urgent needs. 

As you will see in some of the later countries that situation came 
up—for instance, in Korea, where we had armies standing facing 
one another—these discrepancies from the program point of view 
did not exist. In other words, we had to use our funds last year 
where the wheel was squeaking the most, you might say. 

I would like to bring out again that our programs are tied in with 
force objectives developed by the Joint Chiefs of Staff which remain 
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relatively constant. The programs are reviewed, and the distortion, 
if you will call it that, between the amount that was programed last 
year for a particular country does not have any relationship to the 
amount we are delivering to that country this year. The increase 
in the amount programed this year, when you compare it against 
last year, is an increase in programing to level off the pipeline for that 
articular country so that we get a rate of delivery that is more in 
<eeping with their requirements. 
here has not been a buildup in what these countries need to fulfill 
their deficiencies. The principal thing that happened last year 
is that Mr. Hensel did take a calculated risk and stopped programing 
action in order to take a thorough look at the programs. He took 
the funds which he had and used them where he thought he had the 
greatest urgency in view of the backlog. In the other countries, he 
let the requirements go until the appraisal was completed. 

So you do get cases where a country received practically no con- 
sideration from a programing standpoint. That does not mean they 
oe not receive deliveties in fiscal year 1956. The backlog took care 
of it. 

I might make this comparison. We have these various countries 
and each one of them has a box full of apples. We draw down on the 
number of apples in the box, and we put more apples back in this 
year to bring the box up to the level that ae take care of the 
deliveries required in the future. The program for fiscal year 1957 
does not necessarily mean that we are spending more money in that 
country; it is simply to continue to meet deficiencies. The deficiencies 
have not changed, except that they have been more clearly identified. 


ECONOMIC AID ALREADY AFFORDED SPAIN 


Mr. Passman. Has the economy of Spain improved to a point 
where economic support is no longer needed? 

Mr. VanDykz. We believe it has not or we would not be requesting 
funds for defense support. 

Mr. Passman. That is a good answer. How much economic aid 
have you put into Spain since the inception of this program, or since 
we included Spain? 

Mr. VanDyxe. About $220 million. This was preceded by an 
Ex-Im loan of $62.5 million authorized by Congress, I believe, in 
1951. 

Mr. PassmMan. That is the Export-Import Bank? 

Mr. VanDyxe. The Export-Import Bank. 

Mr. Passman. What was the amount? 

Mr. VanDyxe. $62.5 million. 

Mr. PassmMan. How much has Spain repaid on that loan? 

Mr. VanDyke. I will have to get that for you. 

Mr. Passman. And will you get the amount of principal and 
interest outstanding at this time? 

Mr. VanDyke. Yes, sir. 

Mr. Gary. Also would it not be well to know whether any of it is 
in arrears, Mr. Chairman? 

Mr. Passman. Yes. Give us the current status of the loan, the 
amount originally loaned, the amount repaid, the amount of interest 
paid, and whether or not any of it is in arrears at this time. 
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Mr. VanDyke. We will get a statement on that. 
(The information requested is as follows:) 


Status of Export-Import Bank loan (June 7, 1956) 


Authorized loan (fiscal year 1951)... ...........-.------ nc de ae $62; 500, 000 
Disbursements (through wisi 30, 1956)... -- Se a ee cei Ee 58, 450, 406 
URINE WEIRD. So oo ete mn ene in a ae Se ee ecie 498, 526 
In arrears_ —_ _- a oe SLE se ANS 28 Bet Os Liston None 
Interest paid____- pais asada ona IV ESiuiss ad . 65, 541, 386 
RON sic sin oeetg < tlt sh tate tht eee Rhea gs pela ll sl gaia None 


GOOD RELATIONSHIPS WITH SPAIN 


Mr. Natcuer. Do you have any objection from Spain as far as the 
right of inspection is concerned on any of the funds? 

Mr. McGuire. I can speak from the military point of view. We 
enjoy excellent relationships with Spain. I would say that the Span- 
ish, in light of their desires, have certainly taken the counsel of the 
MAAG chief. I have heard nothing but the best personally from 
General Kissner, the MAAG chief. He is very enthusiastic about the 
Spanish military people and the way they are cooperating. 

Mr. Exvsrick. I would like to underline that, if I may. Our rela- 
tions with Spain since the consummation of the base-rights agreement 
have been excellent in every respect. 

Mr. Gary. Since Spain is not included in the multilateral agree- 
ments made with the other NATO countries, it was necessary to 
consummate a bilateral agreement with Spain and the negotiations 
for this agreement took a considerable period of time. 

Mr. Exsrick. That is correct. 

Mr. Gary. And I assume they have kept the terms of their agree- 
ment without any question? 

Mr. Exsricx. They have, sir. 

Mr. McGurre. I would add to that, from the military standpoint, 
that they have also come to recognize that they are committed on 
this thing along with the United States. 

(Discussion off the record.) 

Mr. WicGLeswortu. You are proposing to provide Spain with 
military assistance in an amount considerably in excess of that in the 
current year’s program, and you have given us a breakdown of what 
vou propose in the confidential sheets. This, of course, is over and 
above what we are putting up for the construction of bases under 
military appropriations is it not? 

Mr. McGutre. It is over and above the cost we are providing to 
build bases. But, as you recall, part of the agreement was that we 
would give $350 million of military assistance to Spain. This figure 
will bring us up to that amount. 

Mr. WicGLeswortu. The figure we are considering now? 

Mr. McGuire. That is right, sir. 

Mr. Wieeieswortu. So that the $350 million obligation will be 
completely discharged if this amount is provided? 

Mr. McGuire. That is correct, sir. 


DEFENSE SUPPORT 


Mr. WiegGLeswortnH. Now, on top of that, as I understand it, you 
have a recommendation under the heading of ‘Defense Support’’ 
amounting to $45 million as compared with $60 million in the current 
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year. What is that defense support? Is it broken down anywhere? 

Mr. VanDykez. You will find the breakdown of that on page 104 
by general categories. The $45 million proposed for fiscal 1957 
consists of $13.5 million worth of surplus agricultural commodities; 
$30 million worth of industrial items, and the third item is not entered 
on this particular sheet, but is $1.5 million for services under the 
technical exchange program. 

Mr. Wieeteswortu. How did you arrive at that figure of $45 
million? 

Mr. VanDyxz. On the basis of our best estimates of what is re- 
quired by Spain to maintain its defense program and its economic 
posture in such a way as not to interfere with the development of the 
new bases in Spain. This program, we believe, is necessary in addition 
to the MDAP program. 

Mr. WiaeieswortuH. Well, more specifically, does that mean that 
there is an adverse balance of payments of $41.3 million and that 
you think it is a reasonable figure having in mind the budgetary 
picture and other important economic factors, and that you propose 
to make available in defense aid just about enough to offset this 
adverse balance? 

Mr. VanDyke. Are you looking at the last figure in the balance- 
of-payments table, Mr. Congressman? 

Mr. WiecLeswortu. Yes. 

Mr. VanDyxe. That figure of $41.3 million represents payments 
which Spain will make to the United States under the agreements 
referred to before, in response to the dollar receipts which Spain will 
get during that particular year. If you will look further up the 
column, about the middle of the table, you will see an item called 
“Net balance before special receipts.”” I believe for 1957 you table 
shows a minus of $129.5 million; is that correct? 

Mr. WieeteswortnH. That is right. 

Mr. VanDyke. It is against that deficit this program will be 
applied. 

hen, if you will move down, you will see “Special receipts from the 
United States” are in turn broken down by various items, of which 
the defense support receipts during 1957 will amount to $59 million. 
These are actual receipts, rather than programed expenditures or new 
obligations. 

Mr. WicGLteswortH. How does that square with the $45 million 
figure? 

Mr. VanDyxe. The $45 million is the proposed new obligational 
authority, part of which will result in receipts by the Spanish economy 
in 1957 and part of which will be received inevitably in future years. 
It represents an estimate of the amount of new funds required, 
together with the Public Law 480 program which will undoubtedly be 
instituted for Spain. 

(Discussion off the record.) 

Mr. WiaGieswortu. | understand from what has been said off the 
record that this defense support figure is arrived at on the basis of 
offsetting an estimated adverse balance of payments and certain 
local currency payments which Spain is obligated to pay the United 
States in conjunction with United States military expenditures. Is 
that correct? 

Mr. VanDyke. That is in general correct. 
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I might add that our base program in Spain gives rise to certain 
expenditures on the part of the Spanish Government which would 
not arise were we not there. The United States Military Establish- 
ment thinks it very important that the rail line between Cadiz and 
Madrid be improved in order to provide a better line of communica- 
tion to some of the bases in northern Spain. The Spanish Government 
is undertaking to improve that particular stretch of railroad and is 
importing rail equipment in response partly to United States urging. 
Some of that equipment will be paid for under this defense support 
program. 

Mr. WiacieswortH. Do you contemplate that the request for 
Spain hereafter will be greater or less than that now under considera- 
tion? 

Mr. VanDyke. That is a matter to which we have not yet addressed 
ourselves. 

Mr. WiccieswortuH. There ought to be some picture in the military 
field at least. 

Mr. VanDyke. Could I refer you, sir, to the item called Outlook 
on page 98 of this volume? 

Mr. Wice.tesworrn. Which is marked “Confidential.” 

Mr. McGuire. In respect to the military aspect of this, Mr. 
Wigglesworth, it has been said before Spain is not part of NATO. 
However, as these bases develop there, their importance to the security 
of the United States, snciieas| becomes more important and more 
evident and I would suspect that there would be additional military 
support of a maintenance type required for Spain above and beyond 
the $350 million which was originally negotiated and agreed on. 

I have no specific knowledge of that fact nor has any such commit- 
ment been made with Spain nor have any such talks taken place with 
the Spanish authorities. However, the fact remains that we will have 
a substantial investment in funds there. And relating this to the 
security of the United States I am sure we will want to see the 
Spaniards equipped as a strong ally of ours in case of an attack. I 
think it is fundamental and important to the security of this country 
that they maintain that position. 

(Discussion off the record.) 


SPAIN’S DEFENSE EXPENDITURES 


Mr. Wiccieswortu. Is there any indication of how much Spain 
contributing to the defense picture? 
Mr. VanDyxe. Yes, sir. 
Mr. McGutre. There is a chart on page 11-94 covering defense 
expenditures by Spain. 

Mr. Wiecieswortu. Under “Local currency payments”? 

Mr. McGutre. “Defense expenditures and United States military 
assistance.”’ 

Mr. WiecLteswortnH. That figure is supposed to be confidential? 

Mr. VanDyke. We can review that. 

Mr. McGutre. It is my understanding the figures through 1955 
are not confidential. 

Mr. Wice.eswortu. Off the record. 

(Discussion off the record.) 


i 
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Mr. Wice.eswortu. I think it would be interesting for the record, 
if there is no objection, to indicate the amount either actually or in 
terms of percentage of budget revenue that Spain is contributing. 

Mr. VanDyxe. We will submit a statement for the record on this 
point. 

(The information requested is as follows:) 


Spain defense expenditures 
[Dollars in millions] 


1953 1954 | 1955 ! 


Expenditures ¢ 292 310 335 
Percent of gross national product M ; 4.2 4.3 4.5 


1ICA estimate. 


Mr. Wicaieswortu. Is there or is there not a technical-assistance 
program going on in Spain? 

Mr. VanDyke. Yes, sir; there is 1 currently underway, and we are 
proposing 1 for fiscal 1957. 

‘“ Mr. WigeLeswortu. It does not seem to show in the overall table 
ere. 

Mr. VanDyke. On page 95 under ‘“‘Defense support,” there are 
two entries. One is a commodity program and the other is a tech- 
nical-exchange program. 

Mr. WiaaieswortH. Thank you. That is all, Mr. Chairman. 


YUGOSLAVIA 


Mr. PassmMan. The next country will be Yugoslavia. Inasmuch as 
these figures are confidential, I would not like to indicate that they 
are alarming but I would like to say that for military assistance the 
amount requested for fiscal 1957 is about 8% times that of the program 
for 1956. 

Before we discuss the amount of funds for Yugoslavia, even though 
it is repetitious, I would like to quote from an editorial that ren in 
many of the larger newspapers of tbe country. This editorial is from 
the Press-Scimitar of Memphis, Tenn.: 


Yugoslavia’s Marshal Tito, who is next on the list of Kremlin’s red carpet 
visitors, suggested on the eve of his departure for Moscow that American aid 
henceforth should be in the form of long-term loans rather than outright grants. 


That is a paragraph from a very long editorial. 

I have another article under a United Press caption. This is also 
from the Press-Scimitar of Memphis, Tenn.; the title is: ‘‘Tito is 
Back. Moscow Kills Fatted Calf. Molotov Sacrificed in His 
Honor.” The article reads: 


President Tito of Yugoslavia said today he is sure there will never again be a 
split among Communist countries such as occurred when he broke with the 
Kremlin in 1948. “The spirit of Lenin’s principles of coilective leadership are 
such that I am sure there will never again be misunderstandings among the 
nations of the Socialist camp,’’ he declared in a speech broadcast from Kievsky 
Station. 

On another occasion he embraced one of the Soviet leaders and in tears they 
agreed it was a sad thing that there had to be a break in 1948. 

Tito had just arrived in Moscow to patch up whatever differences remained 
between him and the new Soviet leaders. On the platform to greet him was 
Dmetri Shepilov, the new Soviet Foreign Minister and a friend of Tito, 
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Off the record. 

(Discussion off the record.) 

Mr. Gary. So many events have transpired affecting Yugoslavia 
since this budget was prepared that I do not think this committee 
should act on the request contained therein without first requesting 
the Secretary of State to appear before the committee again and give 
us his views of the effect of the Tito visit to Russia. 

Mr. Passman. Mr. Gary, that is a very fine suggestion. Off the 
record. 

(Discussion off the record.) 

Mr. Passman. Thank you, Mr. Gary. I think it is a splendid 
suggestion. 

Any objections on the part of any member of the committee to 
Mr. Gary’s proposal that we invite the Secretary of State to return 
and let us hear his version on this request for Yugoslavia because 
of the many things that have happened in the past few hours? 

Mr. Wiacieswortu. | think we should hear from him. 

Mr. Passman. Is it agreeable with you, Dr. Fenton? 

Mr. Fenton. I think so. 

Mr. Passman. Mr. Secretary, do you have a statement to make? 

Me. Exvsrick. I do, Mr. @hairman. I am sure if this committee 
wants to ask the Secretary to appear before it on this subject, he will 
be delighted to appear. 

Realizing, of course, that the Tito visit to Moscow has made this 
issue perhaps more important that it has ever been before, I would 
like to say one or two things about this question of aid to Yugoslavia 
and the reasons why we think aid to Yugoslavia should be continued. 

We think that the visit of Tito to Moscow is really a Soviet recogni- 
tion of Yugoslavia’s position as an independent Communist state. 
You will recall, Mr. Chairman, that last year the Kremlin leaders 
did an about face in their handling of their relations with Yugoslavia 
and they paid a visit to Tito in Belgrade. We think by this gesture 
they recognized the fact that they could not browbeat Tito into 
submission. 

In other words, they put a premium on his action of resistance to 
Kremlin domination. 

If I may, I would like to go off the record a second. 

Mr. PassMan. Yes. 

(Discussion off the record.) 

Mr. PassmMan. I do not know how we can read this language and 
think he is an ally. 

President Tito said he is sure there never again will be a split among Communist 
countries such as occurred when he broke from the Kremlin in 1948. 

We are withholding any further comment on Yugoslavia until we 
hear directly from the Secretary of State, if and when he can appear 
before the committee. 

(Nore. For testimony by the Secretary of State see p. 670.) 


LOANS UNDER MUTUAL SECURITY PROGRAMS 


What part of the military assistance program, if any, is on a loan 
basis, speaking strictly of the military? 

Mr. McGuire. There is none of it on a loan basis that I know of. 

Mr. Narcurr. Off the record. 





(Discussion off the record.) 

Mr. Passman. Mr. Secretary, is any of the technical assistance 
program on a loan basis? 

Mr. VanDykeE. No, sir. 

Mr. Passman. The loans would come under the economic aid sec- 
tion of the bill? 

Mr. VanDyke. What we call the commodity program. 

Mr. Passman. When did that program to into effect? 

Mr. VanDyxr. We have been providing commodities to Yugo- 
slavia—— 

Mr. Passman. We are no longer talking about Yugoslavia. I am 
asking these questions about the overall program. There are no 
loans under the military assistance program and under technical aid 
program none of it is on a loan basis; so all loans would be under the 
economic aid program, is that correct, speaking of the overall program? 

Mr. VanDyxe. All I can talk about is Europe. 

Mr. Passman. Mr. Murphy, would you like to address yourself to 
that question? 

Mr. Murpeuy. Your understanding is substantially correct. The 
loans would all be from development assistance or defense support. 

Mr. Passman. Let us keep defense out. Does it come from military 
assistance? 

Mr. Murpny. No. 

Mr. PassmMan. Then it would come under economic aid, either 
directly or indirectly? 

Mr. Murpny. Yes. 

Mr. PassMAn. When was the first public law enacted dealing with 
the loan basis as it applies to this particular program? 

Mr. Murpny. Mutual Security Act of 1954. 

Mr. PassMan. Fiscal 1954 is the first time you had a law to make 
loans in this particular program? I am qualifying the statement. 

Mr. Murpuy. In 1952 there was a requirement that 10 percent 
of what was called mutual defense financing at the time, now defense 
support——— 

Mr. Passman. To get back under loans 

Mr. Murpny. That was loans. 

Mr. Passman. It began in 1954? 

Mr. Murpuy. In 1952 there was a 10 percent requirement for loans. 

Mr. Passman. Can you tell the committee the total amount of 
loans made under this program since you had a law that permitted 
loans to all countries? 

Mr. Murpny. The figure in 1955 was $209.5 million. 

Mr. Passman. I would like to have the total, if you have it. 

Mr. Murpny. I would have to add it up. 

Mr. PassMan. Please add it up and we will continue. 

I would also like to know what amount has been paid back against 
those loans. Could you give us that also, Mr. Murphy? 

Mr. Murpny. I beg your pardon? 

Mr. Passman. Could you furnish us the total amount of loans 
and the amount that has been paid back against the loans under 
this particular program. 

Mr. Murpuy. I will prepare a table. 

Mr. Passman. Do you know whether or not any of the loans have 
been paid back against this particular program? 
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Mr. Murpny. Yes, sir, there have been payments on the 1952 
loans. 

Mr. Passman. Can you give us the amount? Do you have it 
available there? 

Mr. Murpuy. I think so. 

Mr. Passman. And subsequent dates. Off the record. 

(Discussion off the record.) 

(For further testimony on loans, see page 289.) 

Mr. PassmMan. Gentlemen, while he is getting those figures, are 
there any questions? 

(Discussion off the record.) 

Mr. PassmMan. I wish vou would ask that question on the record 
and let me give you an answer. 

Mr. Narcusr. Mr. Chairman, the gentlemen who are now testify- 
ing before our subcommittee have testified off the record more than 
on the record. I am just wondering as to whether or not we should 
have statements concerning the individual countries that we’ have 
heard testimony about in the record. Should there not be short 
written statements prepared and filed for the record? 

Mr. PassMan. It was the understanding at the beginning of the 
hearings that they would furnish for the record all information, facts 
and figures that they could safely enter in the record on each and 
every country. Inasmuch as they have taken the responsibility for 
keeping out of the record those things that are confidential, we felt 
they should go over these figures themselves before inserting them in 
the record. 

When we have concluded our hearings, if we feel there is a lack of 
information, we may have to ask some of you to come back and furnish 
additional information. 

Mr. McGutre. We will be glad to doit. It is to our advantage to 
get as much in as possible. 

Mr. Passman. Dr. Fenton, before you came in we had discussed 
Yugoslavia and the committee agreed that we would dispense with 
further hearings on the record until such time as we heard the Secretary 
of State. 

Mr. Gary. That was before Mr. Ford came in. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Fenton. I have one or two questions. Of course, this will be 
off the record, too, because I know that it is marked confidential. 

(Discussion off the record). 


INSPECTION OF MILITARY ASSISTANCE FURNISHED YUGOSLAVIA 


Mr. Passman. Mr. Secretary, is it not true that in the past there 
were many military installations in Yugoslavia where some of our 
equipment was going that we were not permitted to send in an 
inspection team? 

Mr. McGuire. That is true. 

Mr. Passman. I understand there has been some improvement? 

Mr. McGuire. Yes, sir. A substatntial improvement. 

Mr. Passman. But not to our entire satisfaction? 

Mr. McGuire. I think we are dealing with a different situation 
here. We are dealing with a country that is somewhat independent 
and which is not an ally in the same way as Turkey. Off the record. 

(Discussion off the record.) 
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Mr. PassmMan. As far as the United Kingdom is concerned, there 
are no new funds for the United Kingdom? 

Mr. McGutre. We have no program in the United Kingdom for 
1957. The United Kingdom program is phasing out or phasing down. 

Mr. Passman. Only what is in the pipeline? 

Mr. McGuire. Yes, sir. 

Mr. PassmMan. The joint control area, I believe we discussed that 
in the beginning? 

Mr. McGutre. Yes, sir. 


TECHNICAL ExcHANGE PROGRAM FOR WESTERN EvrRopeE 


Mr. Passman. We will go to the technical exchange program for 
Western Europe. 

Mr. VanDyke. I will be glad to talk to that and answer any 
questions the members may have. 

Mr. Passman. Would you care to make a brief general statement 
on that? 


EUROPEAN PRODUCTIVITY AGENCY 


Mr. VanDyke. This is a continuation of a program we have had 
under way for many years. In fiscal vear 1957 we expect to proceed 
in a different way, however. We have asked that the act be amended 
to permit us to make a lump sum grant to the Organization for Euro- 
pean Economic Cooperation which, in turn, would channel the $1.5 
million requested through a subordinate agency called the European 
Productivity Agency. The European Productivity Agency was 
established in 1953 with funds specifically appropriated by this Con- 
gress for that purpose, and it is now being continued by the members 
of the OEEC in an expanded form. They have agreed to quadruple 
their contributions to the Agency. We think continuation of our 
contribution, and an added emphasis on the European Productivity 
Agency, are both desirable moves and very much in our interest. 
This program, while small, is still, we believe, important to United 
States interests. 

Mr. Passman. Under your proposal to what extent would we lose 
control of the program as far as supervision? 

Mr. VanDyke. We can keep as many strings on this money as we 
want to and we intend, for the initial negotiations, not to lose control 
of it. 

Mr. PassMan. Can you state for the record the number of nations 
that would participate in this limited program? 

Mr. VanDyke. I think there are 17. 

Mr. Passman. They are Western European countries? 

Mr. VanDyke. Yes. 

Mr. PassmMan. Will you furnish for the record the names of the 17 
nations participating in the program? 

Mr. VanDyke. I shall be glad to. 


78669—56——-19 
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(The information requested is as follows:) 


The following countries are in the European Productivity Agency: 


Austria Greece Norway 
Belgium Iceland Portugal 
Denmark Ireland Sweden 
France Italy Switzerland 
Federal Republic of Ger- Luxembourg Turkey 

many Netherlands United Kingdom 


Mr. Wiacieswortu. This is another name for technical assistance? 

Mr. VanDyke. Title 3 of the act is confined to underdeveloped 
areas. We put a different tag on this program. 

Mr. PassMan. It is a kindred program? 

Mr. VanDyke. Very close, yes. It is an exchange program for 
technical services. 


PrRoGRAMS UNDISTRIBUTED By CouNTRIES 


Mr. PassMAn. Programs undistributed by countries, on page 149, 
Would you comment on that? 

Mr. McGuire. It is general packing, crating, handling, and trans- 
portation costs of the items delivered through the year. 

Mr. PassMaAn. That is in Europe? 

Mr. McGuire. Yes, sir. You cannot designate it—you could— 
but it would take a fantastic amount of work to do so by item and by 
country. This is what we estimate costs will be for deliveries to 
Europe next year. 

Mr. WiaGLeswortH. Do you have a recent obligation figure for 
that item? 

Mr. Suaw. The figure for this fiscal year through March 31 is 
$73.4 million. I do not have obligation figures on a regional basis. 
Mr. WiacieswortH. What is the overall appropriation for this? 
Mr. SHaw. It is based on the value of deliveries. 

Mr. WicGLEswortH. You say you have $73.4 million obligated? 
Mr. Saw. In this fiscal year. 

Mr. WiecLtesworrH. Through March 31? 

Mr. Suaw. Through March 31, yes, sir. 

Mr. WicGLeswortH. Against what overall figure? 

Mr. SuHaw. The total was $100 million, sir. So the $73.4 million 
relative to $100 million. 

Mr. WiacLeswortH. That would look as though your estimate for 
this item for the current year was in excess of what you actually 
require, would it not? 

Mr. McGerre. We expect to spend $100 million on this item in 
1956. This expenditure is based on deliveries in the amount of $2.2 
billion. We are estimating a minimum of $2.7 billion for deliveries in 
1957. We have in the fiscal year 1957 program a total of $133 million 
worldwide. 

Mr. Wiaciesworth. For fiscal year 1957? 

Mr. McGutre. Yes, sir. 

Mr. WicGLeswortuH. You are requesting $133 million? 

Mr. McGuire. Yes, sir. 

Mr. Wicc.LeswortuH. Against $2.7 billion? 

Mr. McGuire. Yes, sir. 

Mr. SHaw. That is the estimated value of deliveries in fiscal year 
1957. 
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Mr. McGuire. We have a target of $2.9 billion. I would like to 
point out that a substantial amount of the items to be delivered are 
what I call high ticket items, such as aircraft. 

Mr. WiaGieswortH. Mathematically there is some velvet here. 

Mr. McGuire. Mathematically I think the figure is under- 
estimated. 

Mr. Wiecieswortu. You think you will require more? 

Mr. McGurre. Yes, sir. 

Mr. Wieateswortnu. Although you are getting along with $100 
million this year? 

Mr. McGuire. The $100 million is to deliver $2.2 billion. Our 
estimate for delivery in fiscal year 1957 is $2.7 billion. Our target is 
$2.9 billion. The P. C. H. and T. figure was estimated on the basis 
of a $2.5 billion delivery. It would be wrong to say that this is a 
figure which you can project with mathematical accuracy. It must 
be an estimate. I would fike to point out that in the projection which 
we made of our unobligated balances, we are not requesting a carry 
forward of the $10 million of this item. We do not think we are 
going to use that much. 

Mr. WiceLeswortH. Mathematically you should be able to get 
along with $120 million but you think the complexity of the items will 
increase that? 

Mr. McGutre. Yes. This is a current item; any amount left over 
would be returned to the Treasury. 

Mr. WiaeLeswortnH. That is all, Mr. Chairman. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


REPAYMENT OF LoANs UNpER Mutvuat Security PROGRAM 


Mr. Murpuy. Mr. Chairman, you asked for some information on 
loans. I have a table which I think will supply the information you 
want. Itisas of December 31, 1955, and it shows the total loans since 
we started the Marshall plan were $1,883,124,245. 

Mr. PassMman. How much has been repaid on the principal? 

Mr. Murpuy. $568,937; none of the loans are in default. 

Mr. PassMAN. $568,937 has been repaid? 

Mr. Murpuy. Yes. 

Mr. PassmMan. You are sure those figures are accurate? 

Mr. Murpuy. Yes. 

Mr. PassmMan. The reason I ask that question is a witness before 
another committee said $15 million had been repaid. But according 
to your figure $568,000 has been repaid? 

Mr. Murpny. Yes; the interest payments through that date were 
$121,967,000. 

Mr. PassmMAn. $121 million interest on what principal? 

Mr. Murpuy. On the $1.883 billion. 

Mr. Passman. Then I can use, in debate, if I am discussing the 
amount repaid on these loans, $568,000? 

Mr. Murpny. That is correct. 

Mr. Passman. You do not think you will have to change that 
figure later? 

Mr. Murpuy. I do not. 

Mr. Passman. Thank you very much. 
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Mr. WieGLeswortsu. Do I understand there is no default whatso- 
ever either on principal or interest payments to date? 

Mr. Murpuy. That is correct. 

Mr. PassmMan. Is there anything else you want to discuss under 
Europe, Mr. Secretary? 

Mr. McGuire. I placed the general statement on Europe in the 
record, Mr. Chairman. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 


UNEXPENDED BALANCES 


Mr. Wieeieswortn. Did you have an overall statement on unex- 
pended balances? 

Mr. McGurre. I would prefer, sir, if it meets with your approval, 
to read it. 

Mr. PassmMan. We would prefer having you read it. Is it very 
lengthy? 

Mr. McGuire. It is fairly lengthy and it covers a number of charts. 
However, I think it would be helpful to the committee if it was made 
a part of the record. I think it would save a lot of questions. 

Mr. PassmMan. Would you like to read it now? 

Mr. McGutre. Yes, sir. 

This statement is designed to explain to the committee the reasons 
why the requested new appropriations for fiscal year 1957 for military 
assistance are necessary, notwithstanding the balances of prior appro- 
priations which will remain unexpended at the end of the fiscal year 
1956. 

I call your attention particularly to the charts in volume I of the 
presentation books and to pages 39-42. Mr. Hollister showed you a 
larger chart which also illustrates the history of military assistance 
appropriations and expenditures. 

I show this chart again that was shown you by Mr. Hollister. 
That is No. chart 1, the graph chart. 

(The chart referred to is as follows:) 








a 


as 





iSO) [008 SN 


oS | "3 3 




































1S, 9S, SS, ¥S, €S, 2S, 1S, 05,66! 1S, 9S, SS, ¥S, €S, 2S, IS, OS, 6r6l 

0 “ " 0 

| | 

2 - Z 

¢ 

ae | 

ae , 

5 > ee . 
3ON3dX3NN NOILVINdOUddY 

z i oe aa __IWANNY l 

S pnieniecnaten 8 

6 atone aoe meet diie 6 


AavllW-NOM ( siejjog jo Suiijig ) AQvLITIW 


SIONVTVE CFONZAKINN ” SRALIONFAIT SOLANA 





292 





(1) In the early days of the MDA program, fiscal year 1951 and 
fiscal year 1952, annual appropriations were over $5 billion a year. 
In 1953 they were about $4 billion; in 1954 about $3.2 billion and 
about $1 billion for each of fiscal years 1955 and 1956. 

(2) Since military assistance expenditures necessarily lag behind 
appropriations (which condition was aggravated by diversions of 
equipment to the Korean front), by June 30, 1954, there was an 
unexpended balance of $7.7 billion. 

(3) However, in each of fiscal years 1955 and 1956, expenditures 
have run around $1.3 billion to $1.4 billion above appropriations. As 
a result, unexpended balances will have declined by about $2.7 billion 
in the 2-year period ending June 30, 1956. About $5 billion of un- 
expended military assistance funds will then remain. This is less 
than the 2 years’ expenditures we anticipate for fiscal years 1957 and 
1958. 

As I said this morning, this is the unexpended balance we have 
had since 1950. In 1951 the unexpended balance was $5.5 billion; 
in 1952 it was $8.4 billion; in 1953 it was $8.6 billion—I am 
rounding the figures; in 1954, $8 billion; in 1955, $6.3 billion. We 
estimate it will be in the neighborhood of $5 billion on June 30, 1956. 

Mr. WiccLeswortu. Is this for the military alone? 

Mr. McGuire. This is only military I am addressing myself to, 
Mr. Wigglesworth. 

We estimate that, by June 30, 1956, all but $195 million of the $5 
billion will have been obligated or reserved to pay for military equip- 
ment and services required to fill deficiencies in the armed forces of 
our allies. These approximately $4.8 billion of funds, previously 
appropriated by the Congress, are definitely committed to particular 
programs. And I think this is most important to understand. In 
most cases our allies have based their own defense and budgetary 
plans on the assumption that the materiel and services in these pro- 
grams would be received from the United States. Thus these items 
are not available to any substantial degree for redistribution as a 
consequence of failure to reappropriate needed unobligated balances 
or failure to appropriate the required amounts of new funds. 


DISTRIBUTION OF THE ESTIMATED UNEXPENDED BALANCE—JUNE 30, 1956 


The $5 billion unexpended balance should be considered in three 
categories as follows: 
GERMAN PROGRAM 


A substantial sum is reserved to finance materiel already ordered 
for the German program, for which the military departments have 
not been paid but must be reimbursed as soon as delivery is authorized 
and effected. It was originally believed that the German rearmament 
would move forward more rapidly than it has. While it is impossible 
to estimate firmly when delivery will be accomplished, probably, 
however, this German materiel will be needed in fiscal years 1958 and 
1959. 

Mr. Forp. It will be materiel over and above what has already 
been funded and where expenditures have been made? 

Mr. McGuire. That is correct. The equipment in the stockpile is 
the type which the Germans can use more readily as they get their 
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program under way, and that which would be delivered first. We 
must remain in a position to deliver this materiel just as soon as the 
Germans are capable of utilizing it. It is not in the interest of the 
United States to divert this equipment to meet requirements of other 
nations now proposed to be met from requested fiscal year 1957 funds, 
since we wish to see well equipped German troops at the disposal of 
NATO at the earliest possible moment. 

I will call to your attention General Gruenther’s statement as to his 
feeling about the importance of the German buildup and the position 
these troops would occupy in the overall NATO picture. I would 
like this off the record, please. 

(Discussion off the record.) 


MULTILATERAL PROGRAMS 


Mr. McGutre. A further large sum is included in the unexpended 
balances to finance multilateral programs including those for infra- 
structure, International Military Headquarters, mutual weapons de- 
velopment and facilities assistance. These programs are undertaken 
jointly by the United States and the governments of several allied 
nations on a basis calling for multination agreement and performance 
before expenditures are made. We cannot disrupt these programs by 
deobligating and reprograming the money for other purposes, thus 
destroying multilateral international budgets dependent in part upon 
contributions from the United States. 

After deducting the German program and the multilateral programs, 
there will remain unexpended balances of $3.8 billion—to finance all 
other programs, the vast bulk of which are for materiel, supplies, and 
training for nations participating in the program. Of the $3.8 billion 
for these other programs, over $2 billion will be for Air Force orders 
(after deducting the Air Force share of the German program). 

In these figures I am going to give you we have excluded the Air 
Force area because we earmarked that in the $1.2 billion. 

This Air Force amount is large for several reasons, among which 
are: 

(1) Airplanes are long lead-time items. Funds are reserved when 
the order is placed, but not expended until the plane is delivered 
many months later. Many planes originally procured for our own 
Air Force are now being replaced by long lead-time newer models. 
The military assistance program cannot obtain the older planes which 
are on order until the Air Force has a replacement new plane to 
substitute for it. Production delays have added to delay in expendi- 
ture in some instances. 

I might add in this respect that production of some of the planes 
we intend to procure has almost reached the point where they will 
come off assembly lines simultaneously and we will not be dependent 
on the Air Force. I think this is a very important consideration. 

(2) Spare parts are usually ordered when the airplanes are ordered. 
Although the military assistance funds are obligated or reserved then, 
they are not spent until the Air Force delivers the spare parts con- 
ones later on. ‘Follow on’ spare parts are delivered only as 
ne . 

I would like to amplify that statement. Actually, and I think it 
is good inventory control, the Air Force does not ship to recipient 
countries the entire amount of spare parts they are to receive. The 
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accompanying spares go with the aircraft and the follow-on spares 
are held in two areas, one in a regional area such as Chateauroux in 
France, and are issued only on a requisition basis. The acceptance 
of that requisition by the Air Force and the shipment of the spare 
parts result in an expenditure. So, until such time as the Air Force 
makes the shipment they are in effect financing our program. In 
addition, on certain types of spare parts such as wings, they do not 
ship all the wings even into a region. 

It is much easier and I think much more economical for the pro- 
gram overall to hold a basic reserve and ship worldwide where your 
requirement exists. You cannot mathematically determine how 
many wing structures you will need in Italy or Belgium. For this 
reason I think the system used by the Air Force is an excellent 
approach to insure that substantial spare parts are not shipped to 
these countries without some control over the requirements. 

The Navy unexpended balance will be around $500 million. This 
is largely for long lead-time vessels and spare parts. 

Army—somewhat over a billion dollars (exclusive of the German 
program) of the unexpended balances will be Army items. Some will 
be long lead-time items. A substantial quantity of this materiel 
will be delivered in fiscal year 1957 before fiscal year 1957 funds are 
available. 

As a result of measures taken within the Department of Defense 
within the last few months to step up deliveries of equipment and to 
increase the tempo of other elements of the military assistance pro- 
grams, the Department of Defense now estimates that expenditures 
during fiscal year 1957 will be a minimum of $2.75 billion with a 
target of about $2.9 billion. Of this amount, about $200 million will 
be applied against the multilateral programs mentioned above and 
about $400 million will probably be expenditures of fiscal year 1957 
appropriations, leaving about $2.3 billion of estimated fiscal year 1957 
expenditure from the $3.8 billion of unexpended fiscal year 1950-56 
appropriations mentioned above. 

After the Congress appropriates money for fiscal vear 1957, the 
1957 programs to be met from this appropriation must be adjusted to 
changed world conditions, and to conform to the amount appro- 
priated. These programs were made up many months ago and must 
be reexamined and tested in the light of present circumstances. 
Coordination of the revised programs with the State Department and 
ICA will be necessary before the Bureau of the Budget will make the 
money available to the Defense Department to use to place contracts 
or issue common item orders to the military departments. This 
process will take at least 6 months. It will, I believe, be about 
January 1, 1957, before the new money appropriated by the Congress 
can be available to the Department of Defense for reservation or 
obligation. Not until then, of course, can the first procurement 
steps be initiated. Thus during the period between July 1, 1956, 
and January 1, 1957, military assistance program deliveries must be 
from fiscal year 1950-56 money. 

About one-half of the fiscal year 1957 expenditures should be 
incurred in the first half of the year. These must be against the 
$3.8 billion of old funds carried into fiscal year 1957. These expendi- 
tures will reduce the $3.8 billion to about $2.5 billion by the time 
when fiscal year 1957 appropriations will actually be available for 
obligation or reservation. 
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Starting in January 1957, expenditures will begin to be incurred 
against the new fiscal year 1957 funds. 
b We estimate that about $400 million expenditures from fiscal vear 
1957 funds will be made in the last 6 months of fiscal vear 1957. 
This will be largely for current purchase of commercial items for 
direct forces support (e. g., petroleum, oils, and lubricants, food), 
packing, handling, crating, transportation, etc. However, for equip- 
ment items with even the shortest lead-times, fiscal year 1950-56 
funds must continue to bear the burden of expenditures throughout 
most of fiscal year 1957, since only a most unusual contract let in 
January can result in deliveries halfway around the world by June 30. 
In the case of the major items of equipment in the fiscal year 1957 
program, production lead time will prevent deliveries for a year and 
for some items considerably more. 


LEAD-TIME ANALYSIS 


We have inserted for your information a small chart which we hope 
will clarify some of the problems on this. This [exhibiting] is chart 
No. 2. Init we have shown the approximate time taken for program- 
ing and funding in fiscal year 1956. Under the shorter block we show 
the objective which I mentioned earlier and, in the third bar, the 
fiseal year 1957 plan we hope to achieve. 

(Chart No. 2 appears on p. 296.) 

The lines that run vertically are 6-month segments. 

I would like to point out that in calculating the total time it takes 
to get any of the items illustrated into the hands of the recipient 
nation, you must take a total of the upper and lower horizontal lines. 
You must add the program funding time in the top chart to get the 
total time from the date we get the money from Congress to the date 
that the merchandise, if you will, is delivered to the country. I think 
the time is too long, and we are doing everything we can to get it 
cut down. I think this is highly important. We are making progress 
and have a reasonable chance of achieving our goal. 

Expenditures on the roughly half-billion-dollar program of advanced 
weapons will hardly take place before fiscal year 1959 or perhaps late 
in fiscal year 1958. However, on these long lead-time item orders 
must be placed now. 

It is during this production period (of items to be paid for by 
fiscal year 1957 funds) that we will deliver long lead-time items, 
now carried as fiscal year 1950-56 unexpended balances. Thus 
fiscal year 1950-56 funds will maintain during this period July 1, 1956, 
through fiscal year 1958 the necessary uninterrupted flow of replace- 
ment equipment to our allies. Failure to appropriate sufficient funds 
in fiscal year 1957 would cause just such an interruption in late 
fiscal year 1958 and in fiscal year 1959, regardless of how much might 
be appropriated in fiscal year 1958. 
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I have given you quite a number of figures and I would like to re- 
view them in compact form as presented in the following table: 


Use of fiscal year 1950-56 unexpended balance 





Billions 

Unexpended balance (June 30, 1956)..-...-.-...---------------------- $5. 0 
Deduct: German program; multilateral programs_..........--.--------- 1.2 
I han clei in nile Stn ii eisai ensfralp Sian Ll 3.8 


Expenditures (other than $0.2 billion multilateral programs and $0.4 bil- 
lion from fiscal year 1957 funds): 


I a a i alee ln me Relais wr cithd 1.3 
a Pa I "OU "ons dr ap n-dhcecinnak evra on ad ein write wichgeanes hin meres 1.0 
2.3 


Balance (fiscal year 1950-56 money to meet expenditures in fiscal 
year 1958 and thereafter before long lead-time items ordered from 
fiscal year 1957 funds can be delivered) -_-.......----.--------.-- 1.5 


REQUESTED FISCAL YEAR 1957 PROGRAM 


The President has requested a fiscal year 1957 appropriation for 
military assistance of $3 billion. As I have already said, about 
half a billion of this is for advanced weapons for which, with the 
exception of the items mentioned earlier in these hearings, there 
have been no earlier appropriations. The remainder, about 1 year’s 
expenditures, is to pick up the supply of the various types of items 
and the payment of nonitem expenditures (e. g., Infrastructure, 
mutual weapons development) when the fiscal year 1950—56 funds for 
these items run out. 

The first substantial amount of fiscal year 1957 funds will be 
needed (presumably about $400 million, as I have already indicated) 
to take up the burden of certain current type expenditures in the 
second half of that fiscal year. For the most part, fiscal year 1957 
funds will not be spent until fiscal year 1958 or later, although all of 
these funds are expected to be obligated (or reserved) in fiscal year 
1957. Expenditures for some long lead-time items will not take place 
until fiscal year 1959 or even later. The present unexpended fiscal year 
1950-56 balances must carry the principal burden of deliveries and 
expenditures until then. Any substantial reduction in the fiscal year 
1957 requested appropriations will inevitably result in either: 

(1) a stretchout of deliveries from the fiscal year 1950-56 
balances (with the resulting delay in achieving—or impairment 
of—combat capapility of our allies); or 

(2) a hiatus in vital support of our allies which will become 
apparent in late fiscal year 1958 or in fiscal year 1959, at which 
time it will be impossible to repair the damage except by diverting 
equipment from our own United States requirements. 
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REQUIREMENTS DEVELOPED BY “‘COUNTRY TEAMS” 


Programs are based on requirements as stated to us in Washington 
by the “country teams” in each country. These requirements are 
screened in Washington. Duplications with prior programs are 
eliminated. Attention is given to when the items are needed and 
adjustments are made to insure an orderly and even flow of assistance 
over the years. 


DELIVERIES 


We do not succeed in getting deliveries of items to our allies as 
rapidly as the “country teams’’ believe they are needed. This can 
be illustrated by two charts. 

I might say, also, part of our problem has been the position Mr. 
Hensel took last year of a deliberate slowdown while he was evaluating 
the program. 

Chart No. 3 shows the progr: ms for fiscal year 1950-56 and fiscal 
year 1957, broken down by the years during which delivery is 
desired. The dark areas in each column represent the amount of 
deliveries of items from the fiscal year 1950-56 programs desired by 
the “‘country team.” 

The light areas in each column show the deliveries of fiscal year 
1957 program items desired in each fiscal year. In fiscal year 1956, 
we will meet only about half of the deliveries requested, leaving 
about $2.3 billion of the fiscal year 1956 delivery requirements to 
be met in fiscal year 1957 or later. 

If we are going to keep an even flow of deliveries and expenditures, 
we cannot meet the required schedule based on requirements. Chart 
4 shows the best present estimate by the Department of Defense of 
the best basis on which, over the years ahead, we can bring deliveries 
and requirements into balance. This chart assumes that appropria- 
tions for fiscal year 1957 will be as requested and assumes that we keep 
adequate pressure to insure deliveries, 
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PROGRAM REQUIREMENTS AND PERFORMANCES SHOWING SOURCES OF 
FUNDS 
Cuart No. 4 
DEPARTMENT OF DEFENSE 


Requirements to be met from programs of fiscal year 1950-56 and fiscal year 1957, 
and estimated performance 


[In billions of dollars] 
Requirements to be met from Requirements 2 to be met from fiscal year 
Ascal year 1950-56 funds 1957 funds 
Expendi- Perform- Perform- 
ture,! Defi- ance Defi- ance Total 
fiscal ciency | Require-| Cumula-| against ciency | Require- | Cumula- — perform- 
year— from ments | tive not | 1950-56 from ments | tive not ance 
prior of fiscal | satisfied | funds prior of fiscal | satisfied | year 1957} _(esti- 
year year (esti- year year funds mated) 
mated) (esti- 
mated) 
Bb voclcnpentebes 4S ee OR FE Sacwnntsinn binntiana ne uwloucaccemeatunagenebcal 2.2 
icons 2.3 1.8 4.1 TO istutenkihel |.” ed devsananemn 4 2.9 
Bi iocnnse 1.6 -8 2.4 42.1 1.3 8 2.1 1.1 3.2 
1959 and 
after __ 3 at 4 4.4 1.0 5 1.5 1.5 1.9 
SD is csegeenu C.D Gisictiicend Ti A cicacasss B08 Sineadeunes 3.0 10.2 


1 Expenditure normally follows delivery by about 3 months. 

4 Based on requests of MAAGs and country teams, and estimates in the Department of Defense reviewed 
by the Joint Chiefs of Staff and the Office of the Assistant Secretary of Defense (ISA). 

* Bureau of the Budget ceiling on expenditures would have allowed delivery of $2.5 billions in fiscal year 
1956. About $0.3 billion of expenditures (not made in fiscal year 1956) are planned by the Department of 
aon cuty in fiscal year 1957 in addition to previously planned fiscal year 1957 expenditures of about 

.6 to $2. on. 


4 German deliveries would take place in these years according to present estimates by the Department of 
lense. 


Chart No. 4 ties in with the other charts. We expect, out of 1950-56 
funds, to deliver $2.2 billion. The MAAGS have indicated they 
were desirous of receiving $4.5 billion. The second line of column 2 
is the difference between $2.2 and the $4.5 that the MAAG would 
like to receive. So from the expenditures point of view, there is a 
differential, from the requirements point of view, of $2.3 billion. 

Now, the stated requirements the MAAGS would like to receive 
during 1957 are $1.8 billion. Therefore, you would have a total of 
$4.1 billion as the total requirements that they would like to have us 
deliver in 1957. 

From fiscal year 1956 funds, we believe we can deliver $2.5 billion. 
Although the MAAGS state $1.7 billion as the requirements they 
would like to receive out of 1957 funds we can only provide them wit 
$400 million, or from the performance point of view a total target of 
$2.9 billion. 

I might add that the requirements of the MAAGS for $1.7 billion 
from fiscal year 1957 funds are directly related to the position that the 
Department of Defense took last year in slowing down the program 
in order to take a look at it and develop the requirements. Those 
requirements to that degree, are cumulative. 

if you move from 1956 funds, from the $2.5 billion that we have 
failed to satisfy in 1957 out of a total cumulative requirement of $4.1 
billion, we deliver $2.5 billion and, moving over to the left-hand side 
in 1958, we have $1.6 billion backlog to meet. There are only $800 
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million of those items in the program, making a total of $2.4 billion as 
the cumulative total requirement to be met in 1958, of which we would 
meet $2.1 billion. 

Out of 1957 funds, there are requirements for $800 milkion, giving a 
total of cumulative requirements of $2.1 billion, of which we will 
meet $1.1 billion in 1959. 

And I might add that this figure is inflated to the degree we expect 
the German program to be delivered in that period. The German 
program is a special situation that will increase the total deliveries in 
the period on the basis of present estimates. In 1959 and after, out. 
of 1950-56 funds, we would have a deficiency of $300 million with 
additional requirements not met of $100 million, or a total of $400 
million which we will meet at that time. 

Under fiscal year 1957 funds, the deficiency we carried over from 
previous year for requirements we have not met would be $1 billion. 
Additional requirements for that fiscal year would be $500 million, 
or a total cumulative requirement not satisfied of $1.5 billion. We 
would expect to mect that. 

If you add that to what might be delivered out of 1956 funds which, 
at that point, would be exhausted, we would have a total anticipated 
delivery of $1.9 billion without regard to any additional program. 

Now, there may be several questions regarding this chart; but if you 
add $7.2 billion to the fifth column—and I want to point out to you 
that the top figure of $2.2 billion is deliveries prior to the time—you 
get an unexpended balance of $500 million. If you subtract $2.2 
billion from $7.2 billion, you have an unexpended balance of $5 billion 
to start the period. 

Mr. Gary. Are there any further questions on this statement? 

Mr. McGuire. This is quite a package to absorb quickly. If any 
of you gentlemen would like to study it, I am prepared to answer any 
questions. 

Mr. WiacGcieswortu. I have no questions at this time. I think it 
requires a lot of study. 

Mr. Forp. I think it is a good statement, however. 

Mr. WicGLeswortu. A very good statement. 

(Discussion off the record.) 


NATIONAL DEBT OF EUROPEAN COUNTRIES 


Mr. Gary. Mr. Secretary, I wonder if you could furnish us with a 
table for the United States and each country of Europe showing, 
first, the percentage of national debt to the gross national product 
and, second, the percentage of the gross national product devoted to 
the national defense. 

Mr. Barngs. I believe that information is separately in the presen- 
tation book. We can certainly put it together for you in a table and 
submit it for the record. 

(The information requested may be found in the Appendix, p. 984.) 
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NEAR East And AFRICA 
Regional schedule—Com parative summary of programs by functions 


{In thousands of dollars} 














Program 
Function 3 TQ eee! corte. 1 9V-: 
Fiscal years | Fiscal year Proposed 
1950-56 | 1956 fiscal year 
1957 
Military assistance $1, 970, 327 | $105, 076 | $471, 918 
| Fiscal year | 
| 1955 
ae 
Defense support _- $163, 453 | 188, 700 | 170, 000 
Developinent assistance , 93, 699 | 37, 500 | 63, 000 
Technical cooperation : | 34, 028 32, 780 34, 100 
Other programs __--- 17, 214 | 16, 700 145, 300 
Total programs_. poke 44) (‘) 380, 756 | 884, 318 
Of which financed by loan: | | Leng 
Defense support - - - 62, 000 | 50, 000 |---- 
Development assistance --- 27, 500 10, 000 | ~~. 
Total loans __- 89, 500 60, 000 
MSP sales surplus agricultural commodities: Laat a, iw 
1. Sales to this area_ 46, 076 55, 200 43, 000 
2. Sales proceeds programed in this area, total 46, 076 60, 300 y 43, 000 
Defense support , 27, 050 41, 000 25, 000 
Development assistance iia 19, 026 19, 300 | 18, 000 


1 Denotes that assistance is contemplated but figures have been deleted for classification purposes. 
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Regional distribution of fiscal year 1957 program—By function and country 


[In thousands of dollars] 








| 
Military Defense | Develop- | Technical | Other 
Country assistance support | ment | coopera- programs Total 
| assistance | tion | 
| | | 

- “saat PTT aS vertigo t atte ray =r ir TC, ae te 

5 cntithn nd% de Sete tele tk hc Oedtn stain 5 | uta te nite 3 () | $3, 800 |_____- +0] (1) 

Ethiopia____.____- : (1) fetes re : 3,000 |__. () 

Greepil ../......2....- 150 (1) (t) aN 1,000 |... ..- (') 

BE chon: celal | (‘) (1) “4 8,000 |.....- (!) 

ect Coda clus Ek (1) STi ees Rant pe at I eee to... (1) 

Israel _ ...- er ee, ae ee | | () Sh nctcecveunel Q) 

Jordan__......-- BS tas : ; Faso seh a) a {........ (!) 

RRS nh 35h had oo Pialalnn Aelia SRR eeb and hb es | 3) | B00 isackow a) 
ee ee a aaa Pe : 1,800 |_- $1, 800 

Libya et bik a3 3 ‘25 ee () 2, 000 |. 3) 

TUR cra céocepiacas -| (4) | () he ie OO os. 3 an desl re) 
Overseas territories eee AE arset UTC ase bh ac oe oon toon t.2...c 1, 200 

Regional and undistributed__. (4) gS fe Mie 2, 200 Yaw (‘) 
Palestine refugee program pe me! Boat ek Cleese See Seo a $45, 300 45, 300 

Special authorization for Mid- | | 
dle East and Africa___.____- ; ttn owt se 90 eee ay, ee eee | 100, 000 | 100, 000 
Total programs._._._.._|_. $471,918 | $170,000 $63, 000 34, 100 145, 300 | 884, 315 
| 





1 Denotes that assistance is contemplated but figures have been deleted for classification purposes. 


STATEMENT OF AcTING ASSISTANT SECRETARY OF STATE FOR NEAR 
EastTeRN, SoutH AsiAN, AND AFRICAN AFFAIRS 


Mr. PassMAN. We have with us this morning the Honorable William 
M. Rountree, Acting Assistant Secretary of State for Near Eastern, 
South Asian, and African Affairs. 

Mr. Secretary, do you have a statement you would like to make to 
the committee? 

Mr. Rountree. | have a prepared statement which I will be pleased 
to make to the committee, either orally or by submitting it for the record. 

Mr. PassMan. Would you prefer to insert it in the record and then 
comment on the statement, or would you like to read the statement 
into the record? 

Mr. Rountree. With your approval, I suggest that the statement 
be included in the record and that 1 make some general observations 
and comments concerning it. 

Mr. PassMan. Without objection, it will be put in the record and 
you may make your observations. 

Mr. Rounrrer. The Department of State’s Bureau of Near East- 
ern, South Asian, and African Affairs, which I represent, is responsible 
for our relations with all of the countries in the area from India, Nepal, 
Pakistan, and Afghanistan westward to and including the entire conti- 
nent of Africa (with the exception of Algeria). Greece, Turkey, and 
Iran constitute the northern borders. At this particular session we 
are considering this whole region with the exception of the South 
Asian countries lying east of Iran. 

The Near East and Africa is of great importance from the strategic, 
economic and political viewpoints. It is a region wherein lie vast oil 
resources upon which the economy of Western Europe now depends. 
In addition to the great quantities of other resources and raw materials 
now being obtained by the free world there are incalculable potentiali- 
ties for future development. The Near East, geographically speaking, 
is the crossroads between the East and West. Friendly governments 
and friendly peoples are of inestimable value to the United States. 
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It is, of course, needless to say that Soviet penetration of this area 
would represent a grave danger to the security of the United States 
and to the free world. Yet, such penetration has long been the objec- 
tive of Soviet policy. Soviet tactics have varied from time to time, 
but this objective has remained unchanged. The aggressive and crude 
efforts made by the Soviet Union following World War II were frus- 
trated by the determination of the peoples of the area to maintain 
their freedom and independence, and the determination of the United 
States to provide support and assistance in this resistance to Soviet 
encroachment. The long and bloody Communist guerrilla activity in 
Greece ended in a total victory for the democratic Greek people; 
Turkey refused to yield to Soviet threats and intimidation; Iran re- 
jected Soviet pressure. It has abandoned its traditional neutrality, 
alining itself with the West and adhering to the Baghdad Pact along 
with Turkey, Iraq, Pakistan, and the United Kingdom. No state in 
the area has fallen victim to the Soviets by virtue of such aggressive 
Soviet maneuvers. 

New tactics which are now being employed by the Soviet Union 
to achieve its consistent goal have placed it in the role of assuming 
an ostensibly friendly attitude toward the governments and the peoples 
and offering trade and assistance in various forms. These tactics have 
created new problems. They play upon the understandable desire of 
the peoples of the area to obtain help in carrying out their economic 
programs, with the obvious danger that the countries accepting such 
Soviet assistance might become progressively less aware of the real 
Soviet purpose and objectives. 

Soviet motivations are, happily, understood by most of the countries. 
Some have declined with thanks offers which have been made. The 
recent sale of large quantities of Soviet bloc arms to certain Near East 
countries engaged in the Arab-Israel dispute exacerbated the situation 
which already had assumed extremely dangerous proportions. A 
growing number of Soviet and satellite trade missions tour the area 
with some degree of success in concluding trade agreements. 

Many of the countries of the region are strongly pro-Western and 
among our stanchest friends and allies. Some are so-called uncom- 
mitted countries, whose tendency toward neutralism often derives 
from their newly found independence and their determination not to 
be dominated by any foreign power, regardless of political orientation. 
Extreme nationalism and anticolonialism are keystones of their think- 
ing and policies. There is an almost universal determination to 
strengthen their independence and to develop their economies in order 
to provide a better life for their people. The attitudes of these un- 
committed countries will in the future be affected in large measure 
by the progress they make in achieving their national aspirations and 
from whom they receive effective help in this regard. 

We must, Mr. Chairman, continue strong efforts to support the 
progress of these peoples. Such efforts are fully in line with our own 
objectives in the area, which are, stated simply, to promote peace and 
stability and to support the aspirations of the people for independence, 
progress, and a better life within the family of free nations. 

In a number of the countries of the area we have military assistance 
programs as well as economic and technical assistance programs. Our 
primary purpose is to help those countries support their military efforts 
based upon security needs. In Greece, Turkey, Iran, Iraq, and 
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Ethiopia we have military assistance missions. Substantial quan- 
tities of military aid have been provided to and are scheduled for 
Greece, Turkey, Iran, and, to a lesser extent, Iraq. Greece and 
Turkey are both important members of NATO and their forces con- 
tribute greatly to the total strength of European defense. Turkey, 
Iran, and Iraq are members of the Baghdad Pact to which we have 
not ourselves adhered but which we strongly support in its objective 
of collective security against external aggression. We have base 
facilities arrangements with Ethiopia and Libya. Both of those 
countries need and desire our assistance in helping them to meet tneir 
defense requirements, although their needs are of relatively modest 
proportions. 

Because of the tremendous importance of this region, Mr. Chairman, 
not only to the security of the United States but to that of the entire 
free world, and in view of the magnitude of the needs of the countries 
and peoples, we earnestly endeavor to obtain the approval of the 
Congress for the funds set forth in the budget presentation for military 
aid, defense support, economic development assistance, and technical 
assistance, to carry out what we believe to be the minimum programs 
which will accomplish our basic objectives. We also believe that, 
because of the rapidly changing situation in the area, we must have 
sufficient flexibility in the implementation of these programs effec- 
tively to meet situations as they arise. 

(The statement submitted for the record by Mr. Rountree is as 
follows:) 


Mr. Chairman and members of the committee, I would like to discuss with 
you some of the political and economic problems confronting us in the Near 
Eastern, south Asian, and African regions, particularly as these problems relate 
to the mutual-security program. 

I understand that we will be discussing the Near East and Africa first with 
this committee, and subsequently will consider south Asia. However, there are 
many problems which are common to the region as a whole and which I should 
like first to discuss. 

This area is of great importance strategically, politically, and economically. 
We have many ties with its peoples and its countries by reason of our long tradition 
of missionary and educational activity. ‘Very large segments of the world’s 
population live in the area. Two of the most populous countries in the world— 
the Soviet Union and Red China—have already fallen under the domination of 
communism and its is certainly in our interest to help the third most populous 
country—India—as well as the other states to move forward with the develop- 
ment which they earnestly desire and to strengthen themselves as members of 
the non-Communist world. In an area so vast it is understandable that the 
problems are diverse and varied. 

But there are certain characteristics which by and large are common to the 
area as a whole and which make it possible to generalize before proceeding to 
more specific aspects. Many of the countries in this region have achieved their 
independence only within the last decade and others are approaching the time 
when they will enter upon independent statehood. The understandable sensi- 
tivity toward cherishing and nurturing new-found independence makes the manner 
of our approach and the type of relationships we maintain with these countries 
matters of great delicacy. If I were asked to use a single word to describe the 
dominant characteristie of all countries in this area, I would use the term 
“nationalism.”’ Throughout the area the peoples of the newly created and 
emerging states cling to this ideal with a fanatical devotion. An evidence of 
the new-found freedom is their insistence on the right to make their own decisions, 
sometimes even costly and mistaken ones, but ones which are demonstrably not 
dictated by the great powers. 

This brings me to the second great problem which confronts us with varying 
degrees of intensity: Anticolonialism. Although some of the new states have 
succeeded in establishing relationships with the powers from which they achieved 
their freedom, relationships which correspond to the normal pattern of behavior 
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between independent sovereign countries, there is nevertheless a residue of sus- 
picion that causes them to react instinctively in a guarded manner toward 
approaches by the great powers. The power relationships in the world today 
are such as to make them believe that the great nations often have ulterior 
motives in their dealings with smaller countries. 

Our problem can be stated in simple terms: To convince these peoples that the 
Soviet Union, as one of the world powers expressing an interest in this area, is 
embarked on the traditional path of placing their countries in a relationship of 
subservience to its self-confessed objective of world domination. On the other 
hand, we must demonstrate that the basic objectives of the United States are 
to help them to develop, to gain strength, and to achieve their legitimate aspira- 
tions. 

I think it has become generally recognized that wide discrepancies in the 
standards of living among nations in the constantly shrinking world lead to the 
creation of tensions. The new and highly nationalistic countries of this area are 
also convinced that without achieving for themselves the advantages of indus- 
trialized and technically developed societies, they are in danger eventually of 
reverting to the sta’ us of areas ripe for economic and political exploitation. 

There is a general acknowledgement throughout the area of the industrial 
and technical superiority of the United States, and I think the period has passed 
in which we need to make special efforts to impress this fact. Even Soviet 
propaganda has forsaken the claim that its technical and industrial achievements 
are above those of the United States. Instead, the Soviet Union is attempting 
to exploit the comparatively rapid progress which it, itself, has achieved in 
moving from a relatively backward economy to a highly industrialized and 
mechanized civilization. This aspect of Soviet history has a certain appeal to 
the countries in the area, which the Soviet Union assiduously attempts to cultivate. 
The Communists endeavor to draw a similarity between the Soviet Union and the 
potential of the underdeveloped countries. 

For the free world to meet its objectives of development within a framework 
of peace.and stability there must exist effective deterrents to threats of external 
aggression. The United States has supported indigenous collective security 
arrangements as such a deterrent. In this field, there have in the past few years 
been a number of positive accomplishments. The past year has seen the consoli- 
dation of the Baghdad Pact—a collective security arrangement between Turkey, 
Iraq, Iran, Pakistan, and the United Kingdom. This grouping provides a nucleus 
of states which recognize the advantages of strength which can be derived from 
close collaboration among themselves. The United States supports and en- 
courages the objectives of the Baghdad Pact. Although we have not considered it 
advisable ourselves to adhere to it, we have been pleased to join the Economic and 
Countersubversive Committees as full members and have established a permanent 
political and military liaison with the pact organization. In south Asia the 
membership of Pakistan in SEATO, of which we also are a member, has con- 
tributed to a similar strengthening of collective security and economic cooperation 
among the pact countries. 

Our technical assistance and economic development programs with many of 
the countries in this area have been built solidly and are for the most part pro- 
ceeding well. It is unfortunately man’s penchant for the new and the nature of 
news reporting that may from time to time cause gestures by the Soviet Union to 
obscure temporarily the solid achievements of many years of American economic 
and technical assistance. Indeed, it is clear that this has been an important 
factor in Soviet offers, the real motivations of which are, happily, becoming 
widely known. ; 

Perhaps the most significant development during the past year has been this 
ostentatious change in Soviet tactics. It is nothing new to the student of history 
that the Soviet Union, even before the advent of communism, has had power 
interests in this whole area. In the immediate postwar period these historic urges 
manifested themselves in attempts by the Soviet Union to force its way into 
northern Iran, to threaten Turkey, to attempt to take over Greece through the 
medium of Soviet-supported guerrilla warfare, and generally to treat the other 
governments in the area with contempt while trying to subvert them by the 
traditional undermining activities of their Communist parties. During the past 
year, however, the Soviet leaders have exchanged frowns for smiles, threats for 
cajolery, and the mailed fist of threatened aggression for offers of economic aid. 
It is hardly astonishing that this change should have received extensive publicity. 
After all, it was news. It would, however, be foolhardy of us to accept this as a 
fundamental change in attitude, especially since the Soviet leaders themselves 
have made no secret of the fact that their basic objectives have not altered. 
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It was not astonishing that the new Soviet tactic upon its inauguration 
attracted greater attention than the tried and tested vehicle with which we have 
attempted to carry out our obligations in the field of foreign policy. The mutual- 
security programs authorized by the Congress of the United States have as 
great, if not greater, continuing validity in the present field of competition with 
the Soviet Union as they had in the period when it was necessary for us to lay 
primary emphasis on creating military strength to meet the constant danger of 
imminent Soviet aggression. 

Without our continued help many parts of the Near East, south Asia, and 
Africa would not be able to carry out in adequate measure programs vital to their 
economic welfare and future; their efforts to build free societies and to develop 
greater resistance to the threats of Communist penetration and subversion would 
suffer; the area would provide a fertile field for Soviet blandishments. Soviet 
objectives must be recognized; their current activities have served to exacerbate, 
not help, in solving the problems of the area. 

These are some of the general problems in the region which United States policy 
and the mutual security program are designed to meet. 


NEAR EAST AND AFRICA 


I should like to turn for a few moments to the specific problems of the Near 
East and Africa. 

Many problems inherent in the Arab-Israel conflict remain to be solved. United 
States policy is aimed at the achievement of a peaceful and equitable settlement 
of the differences which exist. Our goal in the area is the permanent security 
of the several states. Their future peace and prosperity will not rest primarily 
upon arms, but upon the international rule of law and the establishment of friendly 
relations among neighbors. It is only through the existence of peace and stability 
that the longing of the peoples of the area for economic betterment can be met. 

The preoccupation of the States involved in the Arab-Israel dispute with mili- 
tary matters and the general atmosphere prevailing in circumstances where armed 
conflict has seemed an imminent danger have, of course, militated against maxi- 
mum success in technical assistance and economic development programs. Even 
in those countries, however, some success has been achieved. It is our hope that a 
period of greater progress lies ahead, a period in which our help can be a truly 
significant factor. 

One of the greatest sources of Israel-Arab tension continues to lie in the unsolved 
problem of the nearly 1 million Arab refugees from territory now occupied by 
Israel who are now entering their eighth year away from their former homes. 
These people continue to be maintained on a subsistence level by the relief pro- 
grams of the United Nations Relief and Works Agency for Palestine Refugees in 
the Near East. But relief is only the temporary alleviation of the problem. A 
settlement of the refugee problem will involve large-scale economic development 
to facilitate refugee resettlement in Arab lands or, to such extent as may be feas- 
ible, repatriation to Israel. The tense political situation has prevented any real 
progress toward a permanent solution of the refugee problem. 

Greece, Turkey, and Iran, lying north of the Arab states and along the southern 
boarder of the Soviet bloc, constitute an important strategic area. Geographically 
the members of NATO and the Baghdad Pact form an uninterrupted are running 
from above the Arctic circle in Norway through Pakistan. Greece, Turkey, and 
Iran represent an important segment of this collective-security arc, and each of 
them belongs to one or more of the defensive associations. They are all three 
growing in their basic strength. 

Turkey, a solid American ally, is a comparatively néw republic. It has pressed 
forward rapidly with a program designed to convert it from the underdeveloped 
country which it was a few years ago into a modern state. A key element has 
been an economic development program, paralleling an appreciable military pro- 
gram, which has stretched Turkey’s own means to the limit and which has led to 
a serious financial problem. These difficulties are by no means insuperable, how- 
ever, and measures by the Turkish Government, along with reasonable American 
aid, should see Turkey through this difficult period. 

Greece’s traditional friendship for the United States, its respected position in 
the family of free nations and its important place in the NATO defense structure 
are factors in the American interest in Greek welfare and stability. Greece has 
made remarkable progress since the end of the Communist guerilla war. But 
its strategie locations requires the maintenance of defense forces in the NATO 
structure beyond the capacity of its own resources. Continued American help 
is needed if its economie development is to continue. 
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Iran has abandoned its traditional neutrality by adhering to the Baghdad 'Pact. 
It has demonstrated in many ways the determination of the Iranian people to 
maintain their freedom and independence. We have long been interested in 
helping Iran to carry out its plans for economic and social improvement, which 
are moving forward despite the fact that the Iranian economy has not yet fully 
recovered recovered from the disruption caused by the extended loss of oil revenues 
following nationalization. The importance to United States objectives of sup- 
porting Iranian efforts toward economic development and its continued alinement 
with the free world in the face of Soviet threats, cannot be overemphasized. 

Africa is a tremendous continent with 200 million people. It is four times the 
size of the United States, rich in mineral resources, and most of its area is far 
behind in achieving 20th century development. It is all too clear that the 
Communist bloc is well aware of the potential of Africa and is making a concerted 
effort to penetrate the continent. 

The problem of developing policies which further our national interests in 
Africa is complex indeed, for this is a continent of as great diversity in social, 
economic, and political features as in climate and topography. Here we must 
deal with independent countries and territories in varying stages of political 
evolution. The United States desires that the peoples of Africa progress and 
share in the social, economic, and political freedoms and advantages of the rest 
of the free world. 

The continent’s human and natural resources contribute very significantly to 
the strength of the West whose vital relationship to Africa must not be overlooked. 

The eyes of the peoples of underdeveloped areas everywhere are upon us and 
our western European allies. Here we must collaborate in demonstrating con- 
clusively the superior values of free world ideals. 

The bilateral country aid which is proposed in the mutual security program is 
essential to assist in meeting the problems which I have outlined with respect to 
the Near East, South Asia, and Africa. Beyond these bilateral programs, the 
Soviet economic offensive, the emergency nature of major economic needs and 
the growing awareness within the area of the multilateral nature of some economic 
problems dictate a new approach in achieving our objectives through the mutual 
security program. It is for this reason that we are requesting a new, flexible 
Middle East and Africa authorization of $100 million. 

The programs being presented to you are essential to the furtherance of United 
States objectives in the Near East and Africa. They are designed to further our 
desire for peace and stability in the area and they give substance to our support 
of the aspirations of free people to remain free and become strong. 


STATEMENT OF Deputy AssIsTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SECURITY AFFAIRS 


Mr. Passman. Now, Secretary McGuire, you have a statement do 
you, on this particular program? 

Mr. McGuire. Yes;I do, Mr. Chairman, and I would like to submit 
that statement for the record. I also have a brief statement that goes 
into more detail on the overall program. 

Mr. Passman. Is this going to summarize your statement, or is it 
an entirely different statement? 

Mr. McGutrp. It is an entirely different statement. 

Mr. PassmMan. You may proceed. 

Mr. McGuire. For the Near East, South Asia, and Africa we are 
requesting $471.918 million for fiscal year 1957. This does not include 
the amount requested for Pakistan. The approval of the recommended 
program will provide support assistance, to a greater or lesser degree, 
depending upon the economic condition of the recipient country, for 
52 divisions, 3 brigades, and 17 independent regiments; 125 naval 
vessels; and 42 air force squadrons. 

Our previously approved programs for the area total $1,970,327,000 
of which $——-— has been accomplished, leaving $———— still to be 
delivered. Approximately 95 percent of the dollar value of the 
undelivered balance are long lead-time items such as tanks, aircraft, 
combat vehicles, naval vessels and electronic equipment. 


Bp a ea ea eer 


ee ial el eT we 


ie a 


eee 


aes 


ROE SS 





309 


The previous program for Pakistan totaled $ of which 
$ has been delivered. The apparent slowness in the Pakistan 
program is due to the administrative time lag involved in implement- 
ing @ new country program. The Pakistan program is now moving 
along in high gear and deliveries in the near future will increase 
substantially. 

At the end of World War II, the Communists tried to obtain 
control of the Mediterranean, but were thwarted by American aid 
programs for Greece and Turkey and the formation of the North 
Atlantic Treaty Organization. The Communists attempted to 
extend their conquests and power in the Far East and have failed 
due to the refusal of Korea, Japan, Formosa, and the Philippines, 
supported by the United States, to be intimidated. 

The Communists, confronted with strength on their west and on 
their east, have now turned southward toward Africa where, in general, 
they face not strength, but weakness. There are many factors that 
have created this weakness. Some of them are the passing of the 
formal order imposed by the colonial powers of the West; the creation 
of many new countries in the region; whose governments are in many 
cases inexperienced and are confronted with great internal problems. 
In general, the peoples of these countries are unfamiliar with demo- 
cratic processes and have an inherent distrust for the West. 

In order to meet the threat to this region and to bolster our position, 
vis-a-vis the Communists, the Depar tment of Defense is implementing 
the following policies 

Our policy with respect to Greece and Turkey is to assist these 
countries in meeting requirements which are essential to organizing, 
equipping, training, and maintaining the forces specified as necessary 
for the defense of the North Atlantic T reaty area in defense plans 
approved by the North Atlantic Treaty Organization, within levels 
which can be maintained over a period of time, and to reorient military 
assistance to these countries in such a manner as to assure that this 
assistance contributes toward the development of forces capable of 
effective, integrated action generally in consonance with any new 
concept which may be developed for the defense of the NATO area. 

Our policy in regard to the other countries of the region is aimed 
primarily to assist in the development of forces capable of maintaining 
internal security, thus insuring stability and thereby permitting the 
countries within this region to concentrate on the development of 
their economies in an sala ‘ly manner. 

Secondarily, our policy in this region for the more important coun- 
tries is to provide some defensive capability in order to make certain 
that they cannot be occupied militarily except by an act of outright 
aggression. 

n addition, with respect to Baghdad Pact members, our policy is 
to consider assisti them in equipping forces which may be required 
by a regional multilateral defense plan. 

In conclusion, I believe that our own national interests in this 
region are being ‘best served by the policies that we are pursuing. As 
I go through the proposed program country by country, you will see 
what we are furnishing each country in the implementation of our 
overall policy. 

Mr. Passman. Thank you, Mr. Secretary. 
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(The statement submitted for the record by Mr. McGuire is as 
follows: ) 


Mr. Chairman and members of the committee, you have heard from the 
witnesses of the Department of State and of ICA the political and economic 
aspects of the Middle East. I would like now briefly to outline to you its military 
importance. 

his area, including for the purpose of this presentation, Greece, Turkey, Iran, 
Pakistan, Israel, the Arab States, and the Continent of Africa, has great strategic 
importance, as evidenced by the centuries-long rivalries among the world powers 
for control of its land mass. Directly to the north, the Soviet bloc, and to the 
east, Communist China together control one-third of the world’s population and 
a quarter of the earth’s surface. Both border on the Middle East with its re- 
sources so vital to the welfare of the free world. Here are not only manganese, 
chrome, mica, and other minerals, but some two-thirds of the world’s proved oil 
reserves. 

Even if these natural resources did not exist, the strategic importance of the 
Middle East would rank high, since it is the land bridge from the Soviet countries 
to the north into the whole of Africa. By establishing dominating power and 
influence over the area, Soviet Russia would have access to the Mediterranean 
and the Indian Ocean, the Suez Canal, and the resources of the region to increase 
her war potential. It is in the interests of the free world, therefore, to maintain 
for itself the security of the NATO right flank, the Turkish straits, the eastern 
Mediterranean, the Cairo-Suez-Aden area, defensive airbase sites, and the Persian 
Gulf oil-producing areas. 

In recognition of the area’s strategic importance, our military-assistance pro- 
grams are designed to provide such military equipment, supplies and training 
as will increase the internal security and political stability of the several states, 
to promote friendly cooperation and to help these countries develop and organize 
a collective defense capacity which would provide an effective deterrent to pos- 
sible Communist military aggression as well as a resistance to Communist political 
subversion and economic penetration. 

As a result of these military aid programs, Greece and Turkey, both NATO 
members, are well on their way to achieving a significant degree of military 
strength. We are providing military assistance to Iraq, Iran, and Pakistan, who, 
together with Turkey and Great Britain have joined together in the Baghdad 
pact, which provides for the military, political and economic cooperation of the 
member nations for mutual-defense security. The pact provides the link con- 
necting NATO on the West and SEATO on the East, thus completing the strategic 
defensive perimeter. Although the present military power of the pact is not yet 
great, a good foundation has been laid for organized collective strength, and it is 
expected that the cooperative measures being taken by the pact nations will serve 
to bring them into effective relationship with each other and with the free world. 

In the North African area, recent Soviet moves such as the establishment of 
diplomatic relations with Libya and the visit of a Soviet delegation to Liberia, 
are part of a concerted plan to penetrate a region slowly emerging from a colonial 
status and susceptible to the blandishments of communism. Using Egypt as an 
advanced base of operations, the Communists hope to gain more direct contact 
with the rebel movement and Communist network in French North Africa, and 
to use this territory for penetration southwards at a later stage. 

In this area, we have provided the Ethiopian Army with individual weapons, 
light artillery pieces, transportation vehicles, ammunition, and communications 
equipment. In addition, we are now in the process of delivering one patrol 
craft to the Ethiopian Navy that will serve as a nucleus for a small coast guard 
to be used in an antismuggling role. 

In the case of Libya, our timely contribution of military and other aid early 
this year served to reassure that Government of Western support and enabled 
it to reject the strong pressures and tempting offers of aid from Egypt and the 
Soviets. 

For this area, the total amount of military aid which is being requested for 
fiseal year 1957 is $471.9 million. This does not include Pakistan which is in- 
cluded in the Far East region in the presentation books. The previously ap- 
proved programs for the area total $1,970.3 million of which $1,420.8 million has 
been delivered leaving $549.5 million still to be shipped. 

In conclusion, it is the judgment of the Department of Defense that the strate- 
gic importance of the area and its oil resources, viewed in light of the accelerated 
effort of the Soviets to penetrate the area by peaceful means, makes it imperative 
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that the strength of the independent nations and their capacity to remain free 
be built up in every practicable manner. It is to this purpose that our fiscal 
year 1957 program is designed and dedicated. 


STATEMENT OF Deputy ReGcionat Direcror, Near East, Sourn 
AsIA AND AFRICAN OPERATIONS 


Mr. Passman. Now, I believe we have a prepared statement by 
Mr. Stephen P. Dorsey 

Mr. Dorsey. Mr. Chairman, you may insert my statement as the 
other gentl »men have done, and then I shall speak very briefly from 
some Gate, 

Mr. PassmMan. Are you speaking from the statement you are filing? 

Mr. Dorsry. No, sir; these are separate notes. 

Mr. PassmMan. Are they classified? 

Mr. Dorsey. These are not classified. 

I would like to bring out some of the main points we have made 
in the prepared statement. 

Our appropriation request for the Near East and Africa for fiscal 
year 1957 is $884 million. In addition to military assistance funds, 
this amount includes $170 million in defense support; $63 million in 
development assistance and some $34 million in technical cooperation 
funds. We are also requesting an appropriation of $100 million for 
a special Middle East fund. 

Defense support aid would be extended to three nations—Greece, 
Turkey, and Iran—to bolster the economies of those countries; 
without such aid we believe they cannot achieve the economic goals 
which must be reached if they are going to bear the burden of the 
defense forces buildup. These are states, as you know, which have 
joined in one or more of the collective security arrangements existing 
among the free-world nations. In addition, they have made really 
uae progress economically during the postwar period. Greece 
very effectively defeated the Communist rebels; Turkey has main- 
tained her independence in the face of strong Soviet threats and at 
the same time has brought into being a very effective defense force. 
Lastly, Iran has recovered from the financial crisis that came along 
as a result of the oil nationalization issue and, as have Greece and 
Turkey, has embarked on a major economic-development program 
which is showing results. 

That is the defense support part of our proposal. 

Secondly, development assistance is proposed for the Arab States, 
Israel, and Libya. These States have all reached various stages of 
economic development. For example: the gross national product, 
per capita, of Israel is approximately $540, compared to only $90 per 
person in Libya. But all of these countries hope to develop self- 
sustaining economies and are turning to the United States for the aid 
they need. 

Then there is the third component of our economic-aid program: 
technical-cooperation assistance. 

Eleven independent countries and some of the dependent overseas 
territories participate in this program which we hope to continue in 
fiscal 1957. To a large extent, the success of the total economic 
development effort in these countries depends on the success of the 
technical-cooperation program. We feel if these nations are to keep 
pace with demands of their people for better standards of living, they 
are going to have to have modern skills and techniques to do so. 
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Then we are requesting the reappropriation of some $45.3 million, 
from unobligated fiscal year 1956 funds, for the fiscal year 1957 Pates- 
tine Refugee program. 

Because of the grave dangers that we believe are inherent in the 
increased Sino-Soviet penetration in the region, because of the inter- 
national tensions that are currently present among the countries of 
that area, and because we feel that, to meet this, we must have a 
flexible program which will enable us to act or to react rapidly and 
effectively wherever we have an opportunity to forward our objectives, 
we are requesting $100 million for the Near East and Africa fund. 

Before I conclude, I would like to mention three elements of the 
program which I think would be of particular interest to the com- 
mittee. They are the “pipeline”; the surplus agricultural products 
disposal program under section 402 of the act; and, lastly, the loan 
aspect of our program. 

The total of unliquidated obligations as of the end of this fiscal 
year, we estimate will be some $287 million. Several factors account 
for this balance; which exists mainly in the Turkish, Iranian, and 
Egyptian programs. The normal lead time that is required in the 
procurement of commodities, the particular fiscal problems of some of 
these countries, and the very lengthy negotiations which are involved 
when you get into some of the bilaterial agreements, are the major 
causes of this estimated pipeline. But, even so, the total amount 
remaining unspent represents funds sufficient for operation for only 
one year. 

Secondly through June 30, 1956, agreements will have been entered 
into for disposal programs in the Near East and Africa consisting of 
some $55 millions in the form of surplus agricultural commodities 
under section 402 of the act. Finally, during all of the present fiscal 
year, about $68 million of our Development Assistance and Defense 
Support program was programed in the form of loans. 

I would like to say in conclusion that, in accordance with the 
policy of the Director, we are doing our best to administer the tex- 
payers’ dollars as wisely and carefully as we can. We are trying to 
obtain the most highly qualified technical and administrative person- 
nel for the program that we can get, and we are trying to scrutinize 
carefully each expenditure. We are carrying out a continuing reeval- 
uation of the old projects that are under way and, as an added measure 
to bring up this efficiency, we are organizing evaluation teams which 
will weigh the value ot these operations. The first of these teams is 
now out in the field looking into two of our programs. 

We believe that with the requested funds we can demonstrate to 
these newly developed nations that the United States supports their 
desires for independence and better economic well-being, and that we 
are trying to assist them to achieve their goals in a concrete manner. 

That completes my statement. 

Mr. Passman. Thank you, Mr. Dorsey. 

(The statement submitted for the record by Mr. Dorsey is as 
follows:) 


Mr. Chairman and members of the committee, as Deputy Director of the 
Office of Near East, South Asia, and Africa Operations, I am here today to discuss 
and to seek your approval of appropriations needed to carry out the mutual 
security program in this region for fiscal year 1957. 

In the presentation books before you, the Near East and African programs are 
treated separately from the program in South Asia, which is included in the book 
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covering Asia as a whole. For this reason, I should like to divide my remarks 
into the same two categories. 

The Rperapelnsone request for the next fiscal year for the 11 independent 
countries and the several dependent territories in the area totals $884,318,000. 
Estimated obligations for the current fiscal year are about $380.7 million. Two 
factors, a larger request for funds for military assistance and a request for a 
Middle East and Africa fund, account for the increased amount. 

During the course of these hearings, witnesses from the Department of Defense 
will elaborate upon the military aspects of the proposed fiscal year 1957 program. 
Department of State witnesses have discussed the political situation as it bears 
upon the program. I shall cover the economic and technical assistance activities 
in the Near East; that is Israel, Egypt, Iraq, Jordan, Lebanon, Greece, Turkey, 
and Iran; and Africa; including Ethiopia, Liberia, Libya, and the dependent 
overseas territories. 


THE NEAR EAST AND AFRICA 


The Near East and Africa are vital links in the security system of the United 
States and of our allies. Manganese, chrome, mica, and above all, oil, are but a 
few of the material resources of the region which are needed by the free world; 
indeed, without oil, in particular, the economies of most of our European allies 
would be gravely endangered. ven more, strategically, this area, with a popu- 
lation of over 700 million people, abutting as it does on the southern flank of the 
Sino-Soviet complex, and through which pass the historic routes of trade and 
commerce between Europe and Asia, is of vital importance to the free world. 

United States objectives in this area are to encourage the development of 
stable governments in economically viable and politically independent countries 
and to promote peaceful regional relationships among them. To further these 
objectives the proposed mutual security program includes, in addition to the 
increased military assistance program, a defense support program of $170 million, 
development assistance in the amount of $63 million, and a technical cooperation 
program totaling $34.1 million. To insure flexibility and adaptability in the 
program, a $100 million special fund is also requested. 


DEFENSE SUPPORT 


Three nations in the Near East—Greece, Turkey, and Iran—have joined 
wholeheartedly with other nations dedicated to the defense of the free world. 
To enable them to shoulder the burden of a military establishment commensurate 
with their responsibilities as allies, a total of $170 million is requested for defense 
support for fiscal year 1957. This amount of aid is required, in our view, to 
maintain political and economic stability and promote development in these 
countries while simultaneously building up their military strength. 


DEVELOPMENT ASSISTANCE 


Development assistance in the amount of $63 million is requested for the Arab 
States, Israel, and Libya for fiscal year 1957. In these states, which must make 
the most of meager resources to meet the demands of their populations for im- 
provement in their living standards, our development assistance program is de- 
signed to complement our technical cooperation efforts by providing capital equip- 
ment and commodities. We hope to accelerate the present rates of economic 
growth where support for such growth cannot be met by local and foreign private 
capital, financing by the IBRD or the Export-Import Bank, or from similar 
sources. 

TECHNICAL COOPERATION 


Technical cooperation programs are contemplated in all of the participating 
nations of this area including some of the dependent African territories. It is 
pene in the field of technical aid that our assistance to the newly developing 
states is of continuing importance. The success of our efforts to foster the ma- 
terial well-being of these countries, as well as our efforts to aid them militarily, 
depends in large measure upon the outcome of our complementary technical 
cooperation program. We are sharing our knowledge, experience, techniques, 
and skills, emphasizing and including in our program advice, teaching, training, 
and the exchange of information with a view toward preparing populations to 
take an increasingly effective part in their newly expanding economies. In order 
to supplement American and indigenous development efforts in this area, we are 
requesting a technical cooperation appropriation for fiscal year 1957 of $34.1 
million—$32.8 million was programed for fiscal year 1956. 
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PALESTINE REFUGEES 


Because of the delay in obtaining agreement on a resettlement program for 
the nearly 1 million Arab Palestinian refugees, an unobligated balance of $45.3 
million is anticipated from funds appropriated for fiscal year 1956. We are 
requesting, therefore, the reappropriation of this amount for the fiseal year 1957 
refugee program. 

NEED FOR FLEXIBILITY 


Events in this region are developing rapidly, and flexibility in the use of funds 
to meet new needs is essential. 

Sino-Soviet penetration, by way of offers of assistance which are intended to 
be difficult to refuse in the light of existing needs, is cause for grave concern. 
These newly developing States, needing trade and aid to carry out economic 
development programs, have turned, in most cases, to the free world and espe- 
cially to the United States. We have responded to their needs, realizing that 
economic growth and military aid secure the independence of these nations. This 
response is in our own self-interest, for economic distress and military weakness, 
we know, invite Communist aggression. Recent Sino-Soviet aid offers, however, 
are designed to exacerbate disputes and to penetrate the area with Soviet bloc 
products and personnel. These tacties, which could prove so much more effective 
than threats of military aggression and violent subversion, include government- 
to-government deals or offers obviously designed to induce other governments to 
incline toward neutralist policies. 

The rapid increase of Soviet influence in the Arab States, as evidenced by 
the arms sales agreements with Egypt and economic and military overtures to 
Syria and other Arab States, has seriously affected the western position in this 
strategic area. Strained relations between Israel and its neighbors have facilitated 
such Soviet inroads and have been followed by increased trade and credit arrange- 
ments between some of the Arab States and the Sino-Soviet bloc. It is not 
unlikely that events in this strategic area could require swift and determined 
action on the part of the United States in the near future, in terms of bettering 
the overall position of the free world. 

Important political changes are taking place in Africa, drawing not only our 
own but the world’s attention to the significance of that continent. Growing 
numbers of Africans are becoming conscious of world changes and are in turn 
demanding advancement. The Sudan, Morocco, and Tunisia have just gained 
their independence. These areas are of strategic as well as political importance. 

It is important that we should be prepared to adapt our programs to sudden 
developments. We are therefore requesting, in addition to the funds programed 
for the regular bilateral programs, that a fund be established to meet the difficult 
situations which may be expected to arise in the area. The $100 million Middle 
East and Africa fund is proposed to permit the United States to move with speed 
and flexibility, whenever local conditions provide us with a favorable chance to 
assist in raising living standards and strengthening economies, or an opportunity 
to diminish tensions. The proposed fund could be used for any category of aid 
other than military assistance. 


UNEXPENDED BALANCES 


I would like now to discuss, briefly, several of the operational factors affecting 
our program in all of the Near East and Africa, that is, unexpended balances, 
sometimes referred to as the “‘pipeline,”’ sales of surplus agricultural commodities, 
and the loan component of the program. In the following discussion, the term 
‘“‘unexpended balance’’ is meant to refer to funds obligated for services and foods 
on order but not yet spent because the goods and services have yet to be delivered 
and payment, therefore, is not yet due. 

For this area total unliquidated obligations as of the beginning of this fiscal 
year, for all nonmilitary programs, together with fiscal year 1956 appropriations 
and reappropriations, amounted to approximately $563 million. Of this amount, 
$184 million was expended during the period July 1, 1955, through March 31, 


1956, leaving a total unexpended balance as of the latter date of $379 million. 
With the anticipated expenditure of $92 million during the last quarter of this 
fiscal year, it is estimated that total expenditures during all of fiscal year 1956 
will be $276 million leaving a balance as of June 30, 1956, of $287 million. 

Unexpended balances in Turkey, Iran, and Egypt, in the Near East, will 
account for about 78 percent of that total. 
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Approximately $137 million is the estimated balance in Turkey as of the end 
of this fiscal year. Alone, the Turkish program will account for about 48 percent 
of the total as of the end of this fiscal year for the Near East and Africa. Because 
of Turkey’s financial problems, defense-support allotments of fiscal year 1956 
funds have been phased in order to meet most urgent import requirements as 
they occurred during the year. 

Tacmmeaded fiscal year 1956 funds account for the major portion of the total $137 
million balance. There will also be unexpended about $40 million of funds obli- 
gated prior to fiscal year 1956 for commodity procurement and contract services. 
Included among these commodities is industrial equipment with specifications 
which require relatively long delivery periods. 

Iran’s estimated balance as of June 30 of this year of $48 million will represent 
roughly 17 percent of that estimated for all of the Near East and Africa. The 
larger share, by far, of this amount—about $38 million—will represent unexpended 
fiscal year 1956 funds and is accounted for by the normal lead time required in 
procurement programs of this type. Of the remainder, a considerable portion is 
obligated for long term, continuing contracts with such organizations as the Near 
East Foundation. 

The total estimated unexpended balance in the Egyptian program as of the 
end of this fiscal year will be approximately $38 million. Of this total about 
$35 million will be composed of development assistance funds, resulting, in part, 
from the fact that negotiations on projects involving the fiscal year 1955 $40 
million development assistance program were not concluded until late in fiscal 
year 1955. Much of the subsequent delay in expending these development 
assistance funds stems from relatively slow implementation of agreements by the 
Government of Egypt. For example, a waterways agreement was concluded 
with Egypt in February of 1955, but the contract, involving the procurement of 
some numbers of vessels and marine equipment totaling $4.3 million, was not 
awarded until March of this year. 

Finally, a portion of these funds were originally allotted to EARIS and were 
scheduled to be expended over a 7-year period. More than $4 million will remain 
to be expended according to the original project plans. 


SURPLUS AGRICULTURAL COMMODITIES 


Through June 30, 1956, approximately $55 million in surplus agricultural com- 
modities under section 402 of the Mutual Security Act of 1955 will have been 
authorized in the Near East and Africa. This includes about $44 million of grain, 
$2 million of cotton, $4 million of fats and oils, $2 million of sugar, and $3 million 
of other surplus commodities, and the ocean freight costs. Sugar is included 
in this list because it had been declared surplus by the Department of Agriculture 
by direction of the Congress. 

Negotiations for additional section 402 sales are continuing, but several factors 
continue to limit the implementation of both direct and triangular surplus sales. 
In the newly developing states, consumption rates are low. Their agricultural 
economies, even though production is at a comparatively low level, generally do 
meet the minimal demand. A second factor is that many of the commodities 
which are foreign exchange earners for these countries are in surplus in the United 
States. The potential consumption of foodstuffs and fibers might be, of course, 
quite sizable if populations had money or goods to exchange. With the continued 
development and diversification of national economies, we may expect that the 
demand for imports will grow. 

In an attempt to meet the overall $300 million mutual security program target 
figure for surplus disposal, without endangering United States objectives in the 
- receiving countries, we have given additional emphasis to triangular trade 
sales, 

In triangular sales arrangements, available funds in nations receiving aid are 
used to finance sales of surplus commodities in third countries—generally in 
Western European States which receive no nonmilitary assistance and are food 
importers. Local currencies earned through these sales are then used to finance 
the purchase of goods and services for use in carrying out the mutual security 
program in the aid-receiving nations for which the dollar funds were originally 
programed, 

Incentive to participate in triangular trade on the part of aid receiving coun- 
tries, however, is slight. The sales have been difficult to consummate because 
of the requirement that third country currencies earned must be utilized for 
purposes identical to those for which the dollar appropriation was made. It 
must be determined, therefore, that commodities can be purchased at competitive 
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prices which will fulfill the requirements of the mutual security program in the 
aid receiving country. The requirement for shipment of at least 50 percent of 
such surplus commodities in American-flag vessels, too, has militated against 
some triangular sales. 


FISCAL YEAR 1956 PROGRAMED LOANS 


From fiscal year 1956 mutual security funds, a total of $60 million was pro- 
gramed in the form of loans for Near East and Africa, This represents about 
27 percent of all development assistance and defense support programs in this area. 

I have covered, in this very brief outline, the salient aspects of the mutual 
security program in the Near East and Africa. In so doing, I have tried to 
anticipate and expand upon problems and sectors with which this committee 
would be particularly concerned. I should be happy, of course, to elaborate 
upon any of the topics I have already discussed or any other part of the program 
you should care to cover. 

May I stress, in conclusion, that it is our firm conviction that the programs I[ 
have described to you today, represent screened requirements upon which depends 
the overall objectives of the mutual security program. The amounts requested 
are essential to the maintenance and effectiveness of programs already underway ; 
the adaptations which I have mentioned will enhance the flexibility of our opera- 
tions in the critical period ahead. The mutual security program must continue to 
demonstrate, in a concrete manner, that the United States desires the independ- 
ence and economic well-being of the newly developing nations, not only as a matter 
of our own security, but in the firm belief that by sharing our material and human 
resources, we, together with them, may safeguard democracy and foster the 
material progress of the free world. 


LOANS 


Mr. PassMAn. You mentioned a moment ago, Mr. Dorsey, about 
loans to countries in this area. What percentage of the spt tenences 
under economic aid would be covered by loans? 

Mr. Dorsey. It has been about 27 percent of all aid in fiscal 1956. 
As I understand it, we have not determined the loan figures for fiscal 
1957. 

Mr. Passman. In your candid opinion, what do you think about 
these loans? Are they good loans; do you expect them to be paid 
back? 

Mr. Dorsry. We hope they will be paid back; yes, sir. 

Mr. Passman. Let me ask you the question again; I believe you 
misunderstood it. Do you believe they will be paid back; do you con- 
sider them good loans? 

Mr. Dorsey. We think they are good loans. We have made them 
in the expectation that they will be paid back. I think there is always 
the amas that one will not have his full expectations met. 

Mr. Passman. Of course we understand that. But you are making 
them in good faith? 

Mr. Dorsry. Yes, sir. 

Mr. Passman. And you expect them to be repaid in good faith? 

Mr. Dorsey. Yes, sir. 

Mr. Passman. Do you find the loans are offensive to these people 
because they are being made as loans rather than grants? 

Mr. Dorsey. I think in the case of certain countries, there is a 
reluctance to have hanging over their rather limited economies long- 
term obligations; but I think, on the whole, that the 1956 program 
we have carried out has been effective, and has pretty well attained 
our objectives. As I say, there is this reluctance, when a country is 
very poor, to have obligations overhanging their economy. 
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Mr. PassMAN. That is understandable. In other words, you do 
not agree it is necessary to make soft loans and to make loans that 
you do not expect to be paid back, that could be termed grants rather 
than loans? 

Mr. Dorsry. I think it is better to make a grant than a loan 
which we do not expect to be repaid. 

Mr. Passman. That, we can understand. I believe you stated be- 
fore you consider these as loans, and you would not purposely make a 
soft loan; is that correct? 

Mr. Dorsry. That is correct. 

Mr. Passman. This is a big program; there are many phases of it 
and it covers many different countries. It is a lot easier to criticize 
than it is to commend. But certain statements are made by one wit- 
ness that may be made differently by another witness. It certainly 
leaves the committee handicapped in trying to figure out really what 
is going on. 

Now, Mr. Hollister, the Director, a very able man, as we know, 
said this, and I quote: 

Our efforts this year to increase the volume of loans made under the programs 
have had somewhat disappointing results. We have found that the use of a 
loan rather than a grant is frequently, for either political or economic reasons, 
inconsistent with the attainment of our objectives unless the loans are so soft, 
that is, their terms are so liberal, that they constitute partial grants. 

Now, you have a right to your opinion; he has a right to his opinion. 
But we have had many witnesses before this committee who said these 
loans were good, that they were not really offensive to these people, 
and they would be paid back. Yet the Director states just the 
opposite. So certainly it leaves this committee somewhat handicapped 
in handling this bill. 

Mr. Dorsry. When a country is a poor country and wants help, it 
certainly prefers to have it in the form of a grant, if it can. So we get 
into a workout proposition. 

Mr. Passman. But when we make loans and know they are so soft 
that they are in fact grants, I think we are kidding ourselves. It does 
not make sense to be making loans when, as the Director says, they 
are so soft and their terms are so liberal that they constitute partial 
grants. 

1 do not know whether your Department was represented as saying 
in the hearings before the Foreign Affairs Committee that since World 
War II, $15 million plus had been paid back in principal on loans. 
Such a statement had no connection whatsoever with this program. 
It is obvious they were picking up loans made prior to the inception 
of this program, so as to make it look favorable. And we finally 
established before this committee yesterday that only $569,000 had 
been paid back on the principal of the loans made under this program. 

Now, we are going to have to reconcile the differences between 
statements made to this committee and statements made in the 
hearings of the Foreign Affairs Committee. 

Now, you mentioned something about $100 million for the Far East 
and $100 million for the Near East. 

Mr. Dorsry. No, sir; that was for the Near East and Africa. 

Mr. PassMan. For the Near East, $100 million? 

Mr. Dorsey. That is correct. 
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Mr. Passman. And then we had $100 million last vear for the Far 
East. 
Mr. Dorsey. That was for the Far East and South Asia, the 
so-called Asian fund. 
OBLIGATIONS 


Mr. Passman. Now, on the $100 million that you had for the 
Far East and Asian fund last year you were only able to obligate 
6 percent or $6 million; is that correct? 

Mr. Murpny. That is approximately correct. 

Mr. Passman. Do you anticipate you are going to have the same 
trouble to obligate this additional $100 million for the Middle East and 
Africa? 

Mr. Dorsry. I would say no, sir, for this reason. We have at this 
time in the Near East and Africa some situations. a number of situa- 
tions, which could very easily take up in a fairly short time almost 
all of that fund. We have—and perhaps Secretary Rountree would 
wish to speak to this—we have in the case of north Africa developing 
situations in which the United States may be called upon for assistance 
which are not firm now. These Governments have not yet been 
formally established, but we can see ahead possible commitments 
that might well consume the entire fund. 

Mr. PassmMan. That is a very fine statement. Last year I believe 
you told us you needed $200 million for the Far East and Asian 
Economic Aid. Congress in its wisdom reduced that to $100 million 
and I read many articles where we had completely ruined the program 
and tied the President’s hands. I was somewhat worried about it, 
until I learned just a few days ago that not only did we save $100 
million by not appropriating it, but that $94 million of the $100 million 
we did allow remained unobligated. 

That leads to this question: 

Based upon the request for $200 million, for which we allowed 
$100 million last year, and because of the fact you could only spend 
$6 million, do you think you are asking for too much money in this 
additional $100 million program for the Middle East? 

Mr. Dorsey. I do not think so. 

Mr. PassmMan. In other words, it could be a repetition of what hap- 
pened last year; there is that possibility? 

Mr. Dorsey. I do not think so. 

Mr. Murpnuy. If I may inject here, I think the important point is 
to establish the difference in the nature between the two types of funds 
involved. The Asian fund was planned exclusively for development 
type economic aid projects for which this year they were slow in 
getting the projects agreed to and worked out. This Middle East fund 
is not of that nature; it is intended to apply as an additional increment 
to our regular program to take care of the defense support type aid, 
commodity aid type of program which can move much more rapidly 
than a detailed project assistance program. 

Mr. PassmMan. But the fact still remains that last year you said you 
needed $200 million and this vear you say you are going to need $100 
million—— 

Mr. Murpny. Last year, we said we thought we would obligate 
$100 million of the $200 million. 

Mr. Passman. And instead of the $200 million, you got $100 million 
and were only able to obligate $6 million; is that correct? 
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Mr. Murpnuy. That is right. 

Mr. PassMAN. There was quite a difference in the amount you got 
and the amount you requested. It would indicate some confusion in 
the program. 

Mr. Murpuy. As I said, it was below our expectations, and they 
did run into a lot of difficulties. In this business of dealing with 2 
other nations— it is bad enough to deal with 1—we encountered a lot 
of difficulty. 

Mr. Dorsry. May I supplement what Mr. Murphy said to the 
effect that the primary purpose of the Asian development fund was for 
regional projects. The authority we requested was for a period of 
3 years. I think it is quite true that the progress made in the actual 
commitment of the funds was considerably slower than might have 
been anticipated. 

The distinction between that and the $100 million program we are 
requesting for the Middle East and African fund is that we are asking 
$100 million for a 1-year program to meet emergency needs and not 
primarily for regional purposes—the kind of program that can be 
developed and implemented with far less delay than is involved in the 
development of regional projects involved in the Asian fund. 

We anticipate a number of requirements in the Middle East and 
African region during the next year. I have already mentioned the 
problems arising from the emergency situation in North Africa; there 
are other critical problems that we can anticipate may require exten- 
sive American assistance. 

We do not think, Mr. Chairman, the funds requested here of a 
hundred million dollars will in any sense be exorbitant. We think 
that funds in that magnitude will be required to meet the kinds of 
needs we cannot plan on definitely at the moment but which one in 
prudence can anticipate. 


STANDARD OF LIVING 


Mr. PassmMan. Would you say the standard of living in that section 
of the world is higher or lower than it has been in past centuries? 

Mr. Rounrrez. It is higher but still at a very low level. I think 
Egypt is perhaps the only country, or one of the few countries, in the 
world where the standard of living today is lower than it was in the 
19th century. 

Mr. Passman. Egypt? 

Mr. Rountree. Yes, because of the very heavy population pressure 
with the very limited agricultural land and other resources. 


ISRAEL 


Mr. Passman. Mr. Dorsey, you mentioned eaglier in your state- 
ment about the gross national product per capita in Israel being in 
excess of $500 annually, compared to a much lower amount for the 
other nations in that general area? 

Mr. Dorszy. Yes, sir. 

Mr. Passman. What accounted for that higher average for per 
capita national income compared to the other nations in that region? 

Mr. Dorsey. Of course, Mr. Chairman, Israel is a recently created 
country and it has a highly productive economy per capita. It has 
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been the beneficiary of gifts from interested individuals and countries 
throughout the world during the period of its formation and early 
growth. I think those are factors to which I can attribute this much 
higher average gross national product. It is more like a European 
economy than a typical Near Eastern or African economy. 

Mr. Passman. In other words, outside aid in addition to United 
States aid had a lot to do with bringing that about, such as sale of 
Israelian bonds in this country and furnishing capital whereby they 
could increase their industrial capacity? 

Mr. Dorsey. And friends of Israel throughout the world have made 
similar contributions. 

Mr. Passman. In your opinion what will happen if the time comes 
that they are not getting grants, loans, and gifts from other nations 
throughout the world? 

Mr. Dorsey. That is a difficult prediction to make. 

Mr. Passman. Do you anticipate trouble ahead unless outside aid 
continues? 

Mr. Dorsey. I think that for a considerable period of years outside 
aid will be necessary for Israel, although the Israelis are doing their 
best to create a self-sufficient economy. But I think it is going to take 
some years before they achieve that status. 

Mr. Passman. I observe here on page 69 of the Near East and Afri- 
can regional schedule that the military assistance program in 1956 
is $105,076,000 and the proposed amount for fiscal 1957 is $471,918,000. 
That is an increase of some 400 percent. 

Would you tell the committee why you are requesting the additional 
funds? 

Mr. McGuire. Yes, sir. 

Would you like me to take that by country? 

Mr. PassMan. We will take it by country later. I thought you 
might want to make a very brief statement. Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Gary, we have been on the overall item for the 
Near East and Africa. We have had 3 prepared statements and 3 
other statements on it. Any questions on it? 


FURNISHING OF ARMS TO NEAR EAST BY RUSSIA AND SATELLITES 


Mr. Gary. Mr. Secretary, to what extent has our program been 
changed, if any, by reason of Soviet Russia and its satellites furnishing 
arms to the Middle or Near East area? 

Mr. Rountree. Sir, let me say that we very much regretted the 
action of some of the near eastern states in receiving Soviet arms 
because we believe receipt of arms in the magnitudes that were 
delivered did not serve the cause of peace. 

We have striven in every possible way to reduce tensions in the 
area to work toward a situation in which there can be a settlement 
of the basic problems. 

We have not, however, changed basically the objectives that we 
have in relation to the states of the area. That is, to endeavor to 
maintain the most friendly possible relations with them and to 
encourage them toward lines of peace and progress. We continue to 
believe that they require our assistance in developing themselves and 
making the progress which they urgently feel necessary in order to 
maintain their freedom and independence. 
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Our programs this year are based upon the proposition of continuing 
to aid friendly governments in these constructive efforts. 

Mr. McGuire. I might add to that from the military point of view 
the forces we are supporting are essentially the same forces, particu- 
larly in respect to Turkey. We are evaluating their deficiencies and 
taking steps to deliver equipment a little faster to Turkey. Turkey 
happens to be in the position where she has gone fairly well along on 
its training aspects and can receive the equipment faster. In our 
opinion, it would be an advantageous thing to have the Turkish area 
strengthened. 1 use that as an example. 

There has been no increase essentially in the total quantities of 
forces supported by these programs. 


FURNISHING OF ARMS TO ISRAEL AND OTHER COUNTRIES BY THE 
UNITED STATES 


Mr. Gary. What is the present policy toward permitting Israel 
and the other nations of this area, to purchase arms in the United 
States on their own account? 

Mr. Rounrres. Our policy, sir, as stated by the Secretary and by 
Mr. Hoover before the Senate Foreign Relations Committee, is to 
maintain the most careful scrutiny of all arms requests, approving 
arms requests only in circumstances which we feel would serve the 
cause of peace and which we feel would not further aggravate the 
situation. 

We are not the traditional supplier of large quantities of arms to 
the Near East area. The amounts that we are approving at the pres- 
ent time continue to be relatively small. 

Mr. Gary. That presents a question of definition. What do you 
call serving the cause of peace? In view of the fact that we have been 
trying to maintain a certain balance in that area which has been 
upset by the Russians supplying arms to one side, would that mean 
that you would consider additional arms necessary to maintain peace? 

Mr. Rounrresr. I do not think, sir, that it would serve the cause 
of peace for us to become involved in an arms race, the United States 
attempting to offset, for example, Soviet deliveries of arms to the 
Arab States by equivalent deliveries of arms to Israel. 1 do not think 
it would serve the cause of peace if we should commit ourselves to any 
such competitive processes vis-a-vis the Soviet Union. We have not 
established as a policy the provision of arms to the area, that is, trying 
to maintain at all times what we consider an arms balance. 

Mr. Gary. But we are committed to defend Israel against aggres- 
sion and what are we going to do when the Soviets build up the other 
side? If the attack comes will we rush our own forces there because 
Israel does not have sufficient arms to defend itself? 

Mr. Rounrres. In the tripartite declaration with the British and 
French, we made it clear that we would take action with respect to 
any country which is the victim of aggression. We have not specified 
in any treaty arrangement or undertaking the kind of assistance we 
would give. It is our feeling that peace in the area can best be secured 
by means other than provision of arms in an arms race. 

Mr. Gary. I agree, but how are you going to avoid it if Russia 
continues to furnish arms to the Arab nations? 





322 





Mr. Rounrres. The main efforts to avoid it have been, as you 
know, through the United Nations. In accordance with the United 
States resolution passed by the Security Council, the Secretary Gen- 
eral, Mr. Hammarskjold, visited the area and was able to make sig- 
nificant progress in the reduction of tensions. 

Our efforts continue to be focused very largely in such constructive 
measures through the United Nations and the Security Council. 

Mr. Gary. What is the present status of the situation with respect 
to Russia? Are they continuing to supply arms to that area? 

Mr. Rountree. It is not at all clear that they are continuing. We 
do know that substantial arms sales have been concluded and that 
deliveries under those sales agreements are proceeding. Whether or 
not it is a continuing process and how long it will go on, we are not 
in a position at this time to know. 

Mr. Gary. It is a serious situation to have the military strength 
of those nations built up, when we are committed to a policy of oppos- 
ing any aggression that they might start. 

Mr. Rountrer. The countries which are acquiring arms have 
maintained, and this relates to both sides, that the reason they are 
getting arms is to resist aggression and not to undertake aggression 
themselves. Of course, one of the great problems is that when an 
arms procurement program of that kind gets rolling, when the coun- 
tries are vying with each other to obtain more and more equipment, 
it is quite natural that tensions would increase. I do not think we 
can overlook or minimize the importance of that factor. 

For that reason as well as the traditional policy we have adhered 
to in this area, we seek by all practical means at our disposal to reduce 
tensions and to work toward a settlement in some way other than 
engaging in an arms race. 

Mr. Gary. The tension in that area is almost at the breaking point 
now so that it cannot increase much more, is that correct? 

Mr. Rountree. Tensions are stil) high. I think the situation was 
considerably improved by the mission of Mr. Hammarskjold. He 
seemed to be quite optimistic as to the result and it is our hope that 
continued efforts in that direction will bear even more fruit. 

Mr. Gary. Thank you. 

Mr. LanHaM. You may want to answer this off the record, but 
what arms are we sending to Israel now and what do you propose in 
this program? 

Mr. Rountree. I can answer on the record, sir, that this program 
anticipates no military equipment to Israel or to the contiguous 
Arab States. We are requesting no funds for military aid to countries 
in the Near East other than Grsees Turkey, Iran, and Iraq. The 
latter is a member of the Bagdad Pact. We are asking in the program 
limited quantities of military assistance for Ethiopia for training 
—— and we have unscheduled funds in relatively small quantities 
or any emergency or contingencies that might arise in any of the 
countries in the area. 

‘ “ Lanuam. Under the 1956 program are you shipping arms to 
srael? 

Mr. Rountree. No, none to Israel. 
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ECONOMIC SUPPORT FOR TURKEY, IRAN, AND GREECE 


Mr. Denton. This chart which is an analysis of expenditures 
shows that you propose to spend $170 million for defense support in 
Turkey and Greece and Iran. 

What is the nature of those expenditures? 

Mr. Rountret. First I will answer in general terms and defer to 
my colleague for more specific reply. The sum includes funds for 
Greece for economic support purposes. 

Mr. Denton. What do you mean by that? 

Mr. Rountree. That is to help in various ways to strengthen the 
Greek economy. 

Mr. Denton. What projects specifically would you pay that for? 

Mr. Rountresr. | will defer to Mr. Dorsey for the enumeration of 
projects. Generally speaking, the program is to strengthen the 
Greek economy so it can support the kind of defense forces that are 
essential for Greece to play the role assigned to it as a member of 
NATO. 

In Turkey the program is somewhat larger and it is designed for 
the same purposes. The Turkish economic problems are acute and 
the Turks require assistance. They cannot maintain the very sub- 
stantial military force that they have without continued assistance. 

Mr. Denton. How does this financial condition compare with 
that of the United States, and by that I mean compare their debt 
with ours and compare the taxes they pay to those we pay? 

Mr. Rounrres. I never heard the Turkish economy compared 
with that of the United States before, but I assure you it is in a 
much weaker condition than the economy of the United States. 
There is a great external debt. Turkey is unable to meet currency 
requirements for imports from European suppliers. Recent agri- 
cultural problems increased their difficulties in developing the antici- 
pated revenue in foreign exchange. 

Mr. Denton. For both Greece and Turkey does their tax system 
correspond in any way with ours? 

Mr. Rountres. No, sir. 

Mr. Denton. I hear these stories about Greeks, for instance, that 
they have made such large sums of money and pay very little income 
tax. Is that a fact? 

Mr. Rountrer. The Greek Government derives most of its 
revenue from sources other than income taxes. 

Mr. Denton. We hear large fortunes have been made in Greece 
~~ corhain individuals because of our expenditures there. Is that 
a tact! 

Mr. Rountree. There is no question that the expenditure of very 
substantial American aid in Greece over the past several years has 
developed the economic life in Greece to a remarkable extent. The 
Greeks have a free-enterprise system; they are a very democratic 
people; they have industrialists who make large investments and who 
have made large profits. I think one can certainly not deny that 
the Greeks have profited from our program. 

Mr. Denton. Some have made great fortunes from our program 
and paid practically no taxes; is that right? 
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Mr. Rountree. I am not aware of the direct relationship. I am 
aware of fortunes being made as a result of increased economic activity 
which in turn is due in significant measure to the expenditure of 
American funds in Greece. 

Mr. Denton. Go ahead. What about Iran? 

Mr. Rountretr. In Iran the purposes of the program are the same, 
to help develop and maintain an economy which can support the kind 
of military effort required to maintain stability in the country, and 
to contribute to a general improvement in the situation. 

Mr. Denton. That is the same as the others, but how much is it? 

Mr. Rountree. May I seek some guidance here? I think the 
amounts of funds for particular countries are classified. 

Mr. Dorsey. That is correct. 

Mr. Denton. I would like to know the nature of these expenditures 
in, for instance, Greece or Turkey and know what you do with the 
money in defense expenditures, not generally, but for defense. 

Mr. Rountree. We call it defense support. I emphasize the dis- 
tinction because defense-support funds can be expended for the general 
improvement of the country’s economy in order to establish a firm 
basis for the maintenance of forces. 

Mr. Denton. Take one country and give me an example of what 
you spend the money for. 

Mr. Dorstry. May I reply to the Congressman off the record? 

(Discussion off the record.) 


OPERATION OF PROGRAM ON A CURRENT APPROPRIATION AND 
EXPENDITURES BASIS 


Mr. Denton. The aid to Greece is primarily food and grains. 
That is supplying them our surplus food and grain. Is there any 
reason why you have to make that contract a year ahead of time for 
the delivery of these products? The reason I say that is you are 
carrying over in defense expenditures $————- and _ you propose to 
spend $——————, which means that you are making these obliga- 
tions a year in advance. Is there any reason you have to do that? 

Mr. Dorsty. We have to have a considerable amount of lead time; 
for planning purposes we have to look ahead. 

Mr. Denton. Why are you different from any other branch of 
Government on that? 

Mr. Dorsey. In the case of Greece we anticipate a very low un- 
expended balance on June 30; only about $5 million. 

Mr. Denton. On the whole program why are you a bit different 
than any other branch of Government in wanting to make your 
obligations a year ahead of time? Is that a good policy to have any 
agency have a carryover of a year’s program? 

Mr. Dorsry. In the case of bread grains, it is not necessary. Ina 
number of our programs, however, we are supplying industrial equip- 
ment that takes a very considerable time for manufacture. 

Mr. Denton. Let us stay with Greece. That is nothing but food 
and grain. We have thatrunning out of ourears. Is there any reason 
you have to have money a year ahead of time on that program? 

Mr. Dorsry. We have almost no unexpended balance there. 

Mr. Denton. Let us go to Turkey, then. What do you have to 
spend there? 
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Mr. Dorsry. In the case of Turkey, if I may go off the record- 
Mr. Denton. Yes. 

(Diseussion off the record.) 

Mr. Denton. Why should you place orders for steel a year in 
advance and why should this agency be different from another in that 
respect? 

Mr. Dorsey. I will turn to my colleague, Mr. Murphy, our con- 
troller; and ask if he wishes to augment what I have said in regard 
to our unexpended balances, which I think are what you are refer- 
ring to. 

Mr. Denton. Yes. 

Mr. Murpuy. On the nonmilitary side, Mr. Denton, the un- 
liquidated obligations at the end of June are expected to approximate 
the amount of money we would spend during 1957 fiscal year. Mr. 
Dorsey has adverted to the situation that brings this about. If we 
have our money early in July this year, by the time we have it pro- 
gramed out by country, determine who is going to get what—— 

Mr. Denton. Why should you not have it programed out before 
you ask for money like everybody else? 

Mr. Murpay. ‘We have it programed on an illustrative basis but 
our experience is after we get down from Capitol Hill we sometimes 
do not have the same amount of money we had in the programs. 

Mr. Denton. Why are you different in that respect? 

Mr. Murpny. We have an international aspect most other Govern- 
ment agencies do not have to confront. 

Mr. Denton. Why is that different? 

Mr. Murpuy. Negotiations with other governments are normally 
time consuming. 

Mr. Drnrton. Is there any reason you cannot have negotiations 
completed before you ask for money? 

Mr. Murpuy. Yes. We could not sit down and talk with these 
countries on hypothetical figures without getting out on a limb. 

Mr. Denton. I know as a lawyer J am in a better position to nego- 
tiate if I have to get authority after I make a tentative agreement with 
my opponent. If I have to get authority from a client I am in a 
better position to negotiate. I do not know if you are in that position. 

Mr. Murpny. Our mission directors are in that position in a way 
because they do their negotiations against a backdrop where the money 
is available but where the Director of ICA, Secretary of State or 
Secretary of Defense have to give final approval. 

Mr. Denton. If you are going to give grain to Greece or steel to 
Turkey, do you have to make a negotiation with them to take it? 

Mr. Murpuy. They have to ask for it and we have to agree it is 
the thing they need for their economy. 

Mr. Denton. Why can you not get them to ask what they want 
and you say you will find out if Congress will give it and then present 
the question to Congress before you get your money? 

Mr. Mourpny. Because our experience has been if you sit down and 
try to negotiate with these countries on the hypothetical basis of 
“What would you want to do if we had so much money, * * *” the 
next morning the mission director or Ambassador meets his counter- 
part and the question is: ‘‘Where is that money we talked about yester- 
day ene or last week’’ in spite of every effort to keep it hypo- 
thetica 
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Mr. Denton. Before they accept gifts you have to tell them you 
have authority? 

Mr. Murpuy. We have to have the money behind us in the form of 
appropriations, we have to have approval of the interested officials in 
the executive branch. 

Mr. Denton. How can you make a program 2 and 3 years ahead of 
time when you don’t know the effect #3 future negotiations? 

_ Mr. Murpuy. We do not make them out 2 and 3 years ahead of 
time. 

Mr. Denton. You are carrying over $7 billion. 

Mr. Murpuy. That is accounted for largely in the military side by 
the complex equipment. 

Mr. Denton. You have almost 2 billion here in nonmilitary aid? 

Mr. Mourpuy. That is correct, and we expect to spend $1.8 billion 
in round figures in 1957. 

Mr. Denton. We have to defend this program on the floor and I 
can assure you that indications are that this program is very unpopu- 
lar. I have supported it but it is hard when we have to tell why you 
people want to be treated different from others and carry over an 
an expenditure of $7 billion. I think you are going to find that out 
on the floor today. I personally do not think it is good government 
and I think Congress is losing control of the purse strings if you 
people carry over this large balance. I do not think that is good gov- 
ernment. Congress should control financial expenditures and it would 
help us if you tried to get the program on a current basis. 

Mr. Murpuy. There may be some misunderstanding here because 
in effect basically I do not think this progrém is in any different posi- 
tion vis-a-vis the Congress than that of any other agency of the 
Government. I do not know any agency that spends itself out of 
money in the year in which it is appropriated. 

Mr. Denton. Halt of this committee was in another committee 
hearing yesterday. That was for supplemental expenditures. They 
all were current, they told us exactly what they were going to do and 
I thought those programs would call for just as much planning as 
yours. 

Mr. Murpuy. I do not know the nature of the items, but if it is 
for salaries 

Mr. Denton. Education and health. 

Mr. Murpny. Salaries and expenses? We spend our payroll 
money like that every 2 weeks. 

Mr. Denton. Salary expenditures, building buildings, investiga- 
tions, studies to be made, a number of things that would require time 
and planning and they required dealing with States. 

Mr. Murpuy. When you say spend, do you mean it literally or 
do you mean obligate? 

Mr. Denton. I mean appropriate. We appropriated for a pur- 
pose. ‘They came in and said it is for this saa it is to be spent before 
the end of the fiscal year, obligated. 

Mr. Murpuy. Ours will be obligated, too, sir. This $1.8 billion 
will be substantially obligated. 

Mr. Denron. But it is obligated and carried over so long. . 

Mr. Murpuy. Not so long if we expect to spend it in the following 
fiscal year, as we do. We will be fully obligated, or at least to the 
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extent the reports here show and the expenditures will take place, 
as fiscal year 1957 evolves, under the contract that those obligations 
represent. 

Mr. Denton. On every one you carry over 1 year on obligations? 

Mr. Murpuy. It varies, but the average is a year. Which, in- 
cidentally, is a tremendous improvement over the last 3 or 4 years. 
The pipeline on the nonmilitary side, for example —— 

a Denton. That is right. I would like to see more improvement 
on that. 

Mr. Murpnry. I think there is room for a little more improvement 
but I would not be so foolish as to promise much more improvement. 

Mr. Denton. How much more improvement can you make on the 
$1.8 billion? 

Mr. Murpay. It will depend on the nature of the program we get 
into. 

Mr. Denton. What do you say we could make on the $1.8 billion? 

Mr. Murpuy. I just cannot answer that question in that context, 
sir. 

Mr. Denton. Could we improve it by half? 

Mr. Murpnuy. No, sir; you will never get this much below the 
level of a year’s appropriations. 

Mr. Denton. A third? 

Mr. Murpny. No, sir. 

‘ s Denton. You could run next year without any appropriations 
at all? 

Mr. Murpuy. We could pay our bills; yes, sir. 

Mr. Denton. If you ran into difficulty you could ask for a sup- 
plemental appropriation. 

Mr. Murpuy. We would lose time and have a break in the pipeline 
that no supplemental appropriation would ever patch. We would 
have lost the time it takes to negotiate these programs and put the 
goods on order and no amount of money will make that time up. 
Unless you pour money in one end of the pipeline it will not come out 
the other in the form of goods and services. We would spend out in 
1957 and would have lost fiscal 1957 in order placing and in 1958 
no matter how much money you gave us we could not catch up, we 
would have lost the time while we were without the money. 

Mr. Denton. To come back to one thing, can you give me an 
estimate how much you can cut this $1.8 billion down and bring it 
up to date? 

Mr. Murpuy. Again I cannot answer that in the simple way that 
I know you would like. It depends on the nature of the activities. 
We are making great progress, I think, in the project side of our 
program in shortening the pipeline. 

Mr. Denton. Can you give us a figure or should we guess at it? 

Mr. Murpuy. We have an estimate we have given your committee 
for our unexpended balances on the nonmilitary side. 

Mr. Denton. How much did we improve over last year? 

Mr. Murpnuy. As a matter of fact, the improvement is in the oppo- 
site direction. We expect to be $68 million more in the closing 
pipeline June 30, 1957, than closing pipeline June 30, 1956. 

Mr. Denton. You want to increase it? 

Mr. Murpuy. By $68 million on $1.8 billion. 

Mr. Denton. You told me a minute ago you were improving. 
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Mr. Murpny. We are, sir. 

Mr. Denton. We would like to improve it more instead of going 
the other way. How can you improve it? 

Mr. Murpuy. The reason there is any increase in the pipeline con- 
templated—if I can get into the nature of the activity, the Asian de- 
velopment fund, we mentioned previously this morning, is for slowly 
developing regional type projects. 

Mr. Denton. When you order wheat why do you need to make 
that contract 1, 2, and 3 years in advance? 

Mr. Murpny. We do not, sir, and do not contemplate that. 

Mr. Denton. Under ordinary conditions why do you need to place 
a contract for steel 2, 3, or 4 years ahead? 

Mr. Murpuy. Under ordinary conditions we do not and do not 
contemplate placing it 2 or 3 years ahead. 

Mr. Denton. You do for Turkey. 

Mr. Murpnuy. We have no provision in here for steel on the basis 
that it would not be spent for 2 or 3 or 4 years. If we get these orders 
placed by January of 1957, we will spend out the money sometime 
in the calendar 1957 or early 1958. We would not have any contracts 
in January 1957, or December 1956, which will call for expenditures for 
steel or commodities 2 and 3 and 4 years later. The only type of 
activity we have like that is on the project side where for example 
we enter into a university contract to set up a business administration 
course in a university in another country. We sign a 3-year contract 
with some American university. We are not going to spend that 
money until the 3 years are up. 

Mr. Denton. I cannot see a carryover of 3 years on steel. 

Mr. Murpuy. There is no 3 year money for steel. 

Mr. Denton. How long before you can get deliveries? 

Mr. Murpuy. You spoke a minute ago about normal times and in 
normal times it is reasonable to place an order for steel and get it inside 
a calendar year. We have not had normal times and the fact is the 
steel industry have operated at capacity and some will not take orders. 

Mr. Denton. Right now there is every indication they are going to 
be anxious to get orders at the present time. 

Mr. Murpny. I agree the situation appeared to change in the past 
couple of weeks. 

Mr. Denton. The last month. 

Mr. Murpny. That is right. 

Mr. Denton. As far as your steel problem is concerned with Turkey 
you ought to be able to take care of that order in a year. 

Mr. Murpuy. A year from the date we sign the contract with the 
supplier. 

Mr. Denton. Within a year’s time. 

Mr. Murpuy. From the time we sign the contract with the supplier. 

Mr. Denron. What other item do you have in Turkey besides 
grain and steel? 

Mr. Murpuy. We have industrial machinery and vehicles, $21 
million. 

Mr. Denton. What kind of vehicles? 

Mr. Murpny. Again I do not know the details. 

Mr. Denron. If that is automobiles you will have no trouble. 

Mr. Murpny. It is not automobiles, sir. On machinery and 
vehicles, also 
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Mr. Denton. You do not have any trouble getting delivery on 
trucks and agricultural equipment today. . 

Mr. Mourpay. No, sir; and I would think that within a year or 14 
months from the time you place an order for any agricultural equip- 
ment it ought to be on the docks ready for shipment. 

Mr. Denton, I think most all this committee wants te get this as 
near current as we can. 

Mr. Murpny. So do we. 

Mr. Denton. Can you help us? 

Mr. Murpuy. We think we have made marvelous improvement. 

Mr. Denron. I think it is an improvement over last year. 

Mr. Murpuy. $500 million drop in the pipeline over a 2-year 
period when you have a $1.8 billion base is a substantial improvement. 
We had $2.3 billion in the pipeline on the nonmilitary side as little 
as 2 years ago. 

Mr. Denton. That did not hurt you a bit, the half bilion? 

Mr. Murpny. No. 

_— Denton. Do you think it would hurt to cut it another half 
billion? 

Mr. Murpny. Yes; I think it would. The best answer I can give 
vou is that we, in our own best interests, are trying to get it as low as 
is consistent with the nature of the program, because we recognize it 
is one of the toughest problems we have every year on this bill, and 
we are doing everything we can to shorten the pipeline. We think 
we have made considerable progress and there is room for a little more 
progress, but there is not room for substantial progress of the kind we 
made this year and last year. 

Mr. Denton. That is all. 


AVERAGE LEAD TIME ON MILITARY ARTICLES 


Mr. Passman. Can you tell the committee the average lead time 
on all the articles under military? 

Mr. McGutre. I do not have with me the figure for the average 
lead time. 

Mr. Passman. Do you not think it would be valuable information 
for yourselves as well as for the committee? 

Mr. McGuire. I think it is about 2 years. I have submitted for 
the record a lead-time chart analysis covering a number of items. 

Mr. PassMAN. It averages 2 vears, you say? 

Mr. McGuire. That is total admmistrative time plus production 
and delivery to the recipient. 

Mr. Passman. That is lead time from the time you place the order? 

Mr. McGuire. No, sir. 

Mr. Passman. I want the lead time from the time you place the 
order. From the time you place the order, how long does it take for 
you to get the equipment you have requisitioned? 

Mr. McGuire. In the past it has taken about 18 months from the 
time we place the order. However, before we place the order we must 
have the programs approved which has taken another 6 or 8 months. 
The average would be about 2 years. 

Mr. Passman. An average of 2 years? 

Mr. McGuire. Yes, sir. 
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AVERAGE ANNUAL MILITARY EXPENDITURE 


Mr. PassMAN. What is the annual expenditure at this time for this 
program? 

Mr. McGuire. This year we estimate the expenditure will be 
$2.2 billion. 

Mr. Murpuy. Total or average? 

Mr. Passman. Total. 

Mr. Murrpuy. The lead time we referred to is military only. 

Mr. Passman. All right, that is 2 years for military only? 

Mr. Murpay. Yes. 

Mr. Passman. What is your military expenditure average for the 
last 2 or 3 years? 

Mr. Melbetem Do you want it for the last 3 years? 

Mr. Passman. Take the present fiscal year, the last fiscal year, 
and what you anticipate for the next fiscal year. Round figures will 
be good enough. 

Mr. McGuire. In 1955 our expenditures were $2.3 billion. In 
1956 they will be $2.2 billion. We are not delivering in fiscal year 
1956 as fast as we should because we anticipate between $2.7 billion 
= $2.9 billion as our target for 1957. I think a fair average is $2.5 

ion. 

Mr. Passman. In other words, $2.5 billion is the average? 

Mr. McGuire. Yes, sir. 

Mr. Passman. That means you would have to have unexpended on 
hand approximately $5 billion if you have a 2-year lead time and 
your expenditure is at the rate of $2.5 billion annually. You would 
need $5 billion in unexpended funds to have a normal program. 
Would that be an accurate statement? 

Mr. McGuire. You must take into consideration the fact we have 
not been delivering in keeping with our requirements. 

Mr. Passman. I am not arguing that point. I think perhaps you 
missed what I am trying to bring out. If the lead time is 2 years 
and your average annual expenditure is $2.5 billion, in order to have 
a normal program you would require $5 billion on hand to carry a 
normal program. Is that correct? 

Mr. McGutre. That is correct before we get the equipment. 
However, in the request this year there is $500 million of advanced 
weapons which has not been funded. That is a brand new item in 
the program. 

Mr. Passman. We are bound to arrive at an average. If the 
average lead time is 2 years and your average annual expenditure is 
$2.5 billion, it would require $5 billion on hand to carry on the pro- 
gram. That is my understanding. Would that be substantially a 
correct statement? 

Mr. McGurre. I think so. 

Mr. Passman. What do you have on hand at this time unexpended 
for military, or what will you have on June 30? 

Mr. McGorre. 5 billion. 

Mr. PassmMan. Then you would have a normal program if you got 
$2.5 billion this year? 

Mr. McGuire. We would have a normal program if we got $2.5 
billion this year with the reservation, that we have $500 millior for 
advanced weapons. The delivery figure of $2.5 billion is correct 
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from the point of view of past experience. I have pointed out I do 
not think we are delivering this material fast enough. I have told 
you our target for fiscal year 1957 is $2.9 billion. 

Mr. PassMan. Of course I was dealing with averages. 

Mr. McGuire. I appreciate that. 

Mr. PassMAN. Somewhere we will have to tighten up our belt if 
this is a permanent program. We ought to know what the average 
annual expenditure will i and the average lead time so that we can 
balance the program. 

Mr. McGuire. Our unexpended balance of $5 billion will be the 
lowest since 1950. 

Mr. PassmMan. I know that. It was brought out in testimony before 
the committee that you had asked for too much in the past. I com- 
plimented you on the fact that you had done too good a job in con- 
vines Congress in the past that you needed more money than you 
actually did need. 


FURNISHING OF MILITARY EQUIPMENT ON A LOAN OR GRANT BASIS 


One further question. In the case of military, it is an outright 
grant; is it not? In other words, no part of it is to be paid back; it is 
not a loan? 

Mr. McGuire. That is correct. 

Mr. PassmMan. What will be your position if the Congress, in its 
wisdom, should furnish funds for Yugoslavia and Tito should say, 
“T stated sometime ago that we wanted no further grants, we wanted 
it on a loan basis.”’ What would you be up against there? 

Mr. McGuire. I do not think our problem would be severe if Tito 
were to take that position. 

Mr. Passman. He has already taken it. 

Mr. McGuire. He has not communicated that to us. 

Mr. Passman. Not officially. But this has appeared in the press. 

ees McGurre. I would rather deal with the fact if he did do such 
a thing. 

Mr. Passman. If he said he wanted the military equipment but not 
as a grant, what would be your position? 

Mr. McGutre. In order to make a loan you have to have the items 
in the program and that money would be reimbursed to the United 
States Treasury, would revert to the United States Treasury. 

Mr. PassMaANn. Does the law permit you to take a note? In the 
program we are not requesting payment for the military items, that 
is an outright grant? 

Mr. ui chien. That is correct. 

Mr. Passman. If a nation says, “‘We do not want it that way, we 
want to pay for it,” the provisions of the law would permit you to 
accept their money? 

Mr. McGuire. Yes, sir. 

Mr. Passman. Mr. Taber. 


POLITICAL PROBLEMS IN NEAR EAST 


Mr. Taser. I would like to know—and this may be given on or 
off the record—just how we can expect to keep these people in line 
with the sort of on that is going on in Cyprus between the British, 

urks, and how we can expect to work out of this 


the Greeks, and the 
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Egyptian situation with the Premier sounding off every day on some- 
thing hostile to us, and count on money being spent in Egypt doing us 
any good? I would kind of like to know about that. It is kind of a 
general question. If you want to answer it off the record I am willing 
you should have it off the record, but I would like to have it on the 
record if it is possible. 

Mr. Rountree. I think I can answer it on the record, sir. 

I think one of the fundamental problems we have in the near eastern 
area, indeed in the whole area we have been discussing, is the problem 
of nationalism and the desire of the pelple for self-determination. 

Our position in the Cyprus dispute is, of course, one of a very in- 
terested observer, but we are not a party to the dispute. We recog- 
nize the great difficulties in which the British find themselves. We 
recognize the aspirations of the Cypriots. We recognize the desire 
on the part of the Greeks to bring about the union of Cyprus with 
Greece, and we also recognize that the Turks have an interest in this 
whole matter. It is one of the most difficult problems one can imagine. 
However, I do not think it affects in any fundamental way the kind of 
program we are trying to carry out. 


EGYPT 


I think the situation in Egypt is somewhat different. There you 
have an independent people. They are very jealous of their new- 
found independence. They are concerned with two major problems: 
First, the problem as they see it vis-a-vis Israel; and secondly, the 
problem of improving their living standards. 

I think it is pretty widely recognized among the Egyptians, among 
the Arabs in general, that they have to have peace in order to bring 
about economic improvements. Egypt is one of the few nations in 
the world that has a lower standard of living today than in the 19th 
century, and the Egyptian leaders are aware of the impelling need to 
improve that situation. 

We would like to help the Egyptians, as we would like to help the 
other people in that part of the world. The policies they have fol- 
lowed from time to time have been disappointing to us. Tne Egyp- 
tian recognition of Red China is something we did not like. The 
President said that a single act on the part of any nation does not of 
itself destroy the friendship we have for that nation or destroy our 
efforts to work with it toward common goals. That is not a 
direct quotation but I think it is substantially what the President said. 

We still believe and hope that the policies in the Near East area 
among these countries that are striving for independence will result in 
a greatly improved situation as time goes on, and we feel we should 
work with them in trying to bring that about. 

Mr. Taser. It has been getting worse in the past 12 months? 

Mr. Rounrres. The situation in the Near East has, for a number 
of reasons, presented a number of difficulties. 

Mr. Taser. I am speaking about Egypt in this particular situation. 
That situation has been getting worse all the time in the last 12 months. 

Mr. Rounrrer. There have been unfavorable developments in the 
last year. The Soviet arms deal was concluded in that period. The 
recognition of Red China was a more recent development. Increased 
trade relations between Egypt and the Communist countries have 
naturally been viewed with considerable interest. We think these 
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developments are all the more reason for us to continue to work to 
achieve the objectives of our policies in the area. 

Mr. Taser. The more we hand to those people, the worse they seem 
to act in that particular case. Is that not so? 

Mr. Rountree. The developments which I have mentioned have 
certainly not been developments that we have been pleased to observe. 
I think the Egyptians are anxious to maintain their independence, 
and we are hopeful that the situation there will improve. 


TECHNICAL ASSISTANCE 


Mr. Taser. There seems to be included in all these programs a 
very substantial item for technical assistance. There seems to be this 
United Nations setup on technical assistance, and they seem to be in 
the same countries that the United States is helping direct. I wonder 
how that can be a desirable situation? 

Mr. Dorsry. Mr. Taber, we have found that the two programs 
have tended to complement each other, and we have found that our 
people have been able to work very effectively with those from the 
United Nations programs. Their programs are, by and large, very 
much smaller than ours. They are in most cases of a planning and 
advisory nature, and we have found them helpful rather than com- 
petitive. 

Mr. Taper. I think that is all I have for now. 


MILITARY ASSISTANCE ADVISORY Gi? OUPS 


Mr. Forp. In which of the nations in the Middle East do we cur- 
rently have MAAG arrangements? 

Mr. McGurre. Ethiopia, Greece, Iran, Lraq, and Turkey. 

Mr. Forp. Do you have knowledge as to which of the nations in 
that area have MAAG arrangements, or whatever they call it, with 
the Soviet Union or the satellites? 

Mr. McGuire. Are you referring to these countries’ 

Mr. Forp. No; the countries in the area as a wiloie 

Mr. McGuire. The only one I can think of—and I do not know 
that they have a MAAG arrangement—is Egypt. Of course Nasser 
has placed great stress on the fact that only a limited number of 
technicians will be required to train his people to utilize the equipment 
he has acquired. I am not familiar with how the Soviets are operating. 

Mr. Forp. We do have, apparently, technical cooperation arrange- 
ments with all the countries in that area? 

Mr. Murpuy. There is one exception. We do not have any 
Syria. 

Mr. Dorsey. Nor in Saudi Arabia. 

Mr. Forp. I was looking at the list on page 155, and Syria and 
Saudi Arabia are not listed there. 

(Discussion off the record.) 

Mr. Forp. Are the MAAG’s that we have Army, Navy, and Air 
Force, or simply one or more of the individual services? 

Mr. McGuire. With the exception of Ethiopia they are all three- 
service MAAG’s. Iran also comes under the category of a limited 
MAAG. Ethiopia has an Army MAAG and has asked for some 
supplementation on the Navy side, which if approved might be one 
naval officer. 





OPERATION OF PROGRAM ON CURRENT APPROPRIATION AND 
EXPENDITURE BASIS 


Mr. Forp. Apropos of several of the questions asked by Mr. 
Denton, particularly referring to the possibility of making some at 
least tentative commitments before you come to the Congress for 
authorization and appropriation, it has been my recollection that in 
the past where that has been done there has been considerable criti- 
cism that we were expected merely to rubberstamp what the executive 
branch of the Government had previously committed. I would 
imagine that this program, as it is submitted to us now, is set up to 
overcome that criticism? 

Mr. Denton. Of course that is not a binding agreement. 

Mr. Forp. But a firm contract for dollars, equipment, or what 
have you, simply contingent on authorization and appropriation 
subsequently, is a binding commitment. 

Mr. Denton. It could not be a binding agreement until Congress 
approved it. 

Mr. Forp. That is all, Mr. Chairman. 


ARMS FOR ISRAEL 


Mr. Rooney. I wonder if you could tell us what the policy of the 
administration is with regard to the purchase of arms by Israel from 
other countries, such as France? 

Mr. Rounrresz. Sir, the policy of the United States, as I reported 
earlier, is to review with great care all requests for arms purchases in 
that area, and we ourselves have furnished very limited quantities of 
arms to Israel, but we have not undertaken to press our views or to 
impose any kind of embargo on arms purchases by Israel from other 
countries. We feel the sale of arms by other governments should be 
determined by them, and we have made that view clear whenever it 
has been requested. 

Mr. Rooney. First let me ask this question: Has this administra- 
tion approved the purchase of any arms by Israel since the Egyptian- 
Czech arms deal of last September? 

Mr. Rountresz. Not arms of significant quantities. As you know, 
all shipments of military equipment from the United States must be 
licensed. 

Mr. Rooney. That is not the question. 

Mr. Rountresr. We have issued licenses for some items on the 
military list. 

Mr. Rooney. For what? 

Mr. Rountreez. I do not have the precise items. 

Mr. Rooney. Will you, at this point in the record, insert a state- 
ment with reference to licenses which have been issued since the 
Egyptian-Czech arms deal of last September. 

(This information cannot be supplied for the public record. It is 
being supplied to the committee for its information on a classified 
basis.) 

Mr. Rooney. Have there been conferences with representatives of, 
let us say, France with regard to the sale of arms by France to Israel? 

Mr. Rountree. Yes, that has been discussed. 

Mr. Roonsy. At those conferences, has this administration stated 
that it was satisfactory to it that France sell arms to Israel? 
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Mr. Rountree. France requested the concurrence of the United 
States to the diversion, from an offshore procurement contract for 
the manufacture of aircraft in France, of a total of 24 aircraft for sale 
by France to Israel. 

Mr. Roonry. Did the United States acquiesce in that? 

Mr. Rountresr. The United States acquiesced in that and 
announced that it had. 

Mr. Rooney. Can you tell me how it could be morally right for 
the United States to acquiesce in the sale of arms by France to Israel 
and at the same time refuse the sale of arms direct to Israel? 

Mr. Rountresr. The decision to sell these planes to Israel was one 
for the French Government to make. 

Mr. Roonry. But you said the United States acquiesced in it. 

Mr. Rountree. Our acquiescence was to the diversion of the 
aircraft from the offshore procurement program. The decision was 
for France to make. We neither approve nor disapprove the sale of 
arms by other countries to Israel. 

Mr. Roonny. When you say you acquiesced in the diversion, that 
is a play on words. 

Mr. Rountresz. I think the words are very important. Our 
acquiescence was to the interruption of the offshore procurement 
contract. 

Mr. Roonry. What other sales of arms to Israel has this Govern- 
ment acquiesced in since the Egyptian-Czech arms deal of last 
September? 

Mr. Rountrest. I would like, again, because of the nature of the 
question, to emphasize that our acqueiscence was in the diversion of 
aircraft from the offshore procurement program, and I am unaware— 

‘Mr. Rooney. You are going to insist on your words and I am 
going to try to be practical and take them to mean that when you 
acquiesced in the diversion you acquiesced in the sale of the arms, 
so we will not get anywhere on that. My question is, what other 
shipments by countries allied to us of arms to Israel have you acqui- 
esced in or approved to any extent? 

Mr. Rountres. I know of none, sir. 

Mr. Rooney. That is all for the moment, Mr. Chairman. 


PREPARATION OF INFORMATION FOR THE COMMITTEE 


Mr. Taser. I am anxious to see this thing placed in a way we can 
understand it without having to look through about 40 pages apiece. 

Mr. Passman. Do you want to limit it to 40 pages? 

Mr. Taser. It might be 100. I would not say exactly. 

I would like to have as to each country a table prepared with 
reference to the nonmilitary setup and another table with reference to 
the military setup, showing on the one table in the first column the 
name of the country; in the second column the 1955 expenditures; in 
the third column the 1956 expenditures to date; in the next column 
the estimated 1956 expenditures; in the next column the reserves to 
date outstanding; in the next column the obligations outstanding; 
in the next column the 1956 reserves; in the next column the 1956 
obligations to date; in the next column the 1956 estimated unobligated 
balance; and in the last column the budget request for 1957. 
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I would like to see it all on 1 sheet as to the nonmilitary, and all on 
1 sheet as to the military, so that we could have the whole thing in 
front of us and be able to look at that and get a picture of the situation. 

Mr. Passman. And may we also have on the same chart, inasmuch 
as it is listed in the regional! schedule justifications, the total program. 
It would be just as easy to put all those figures together, would it not? 

Mr. Murpuy. I think the 1956 obligations Mr. Taber mentioned 
would be 

Mr. Passman. I am speaking of the total amount since the inception 
of this particular program. You have it on the military under the 
regional schedule here; do you not? 

Mr. Murpnuy. Military; yes. 

Mr. Passman. All you have to do is show the military as you have 
it here. 

Mr. Murpny. Since 1948? 

Mr. Passman. The first authorization was passed in 1947. 

Mr. Taser. At the bottom or at the top there should be the overall 
total. 

Mr. Passman. We have it here on the military, so we might as well 
have it on the other. I would suggest you get a copy of the Foreign 
Affairs Committee minority and majority reports. They may help 
you get that together. 

Mr. McGutre. I have never seen some of these figures brought 
forward before, and I would like to ask Mr. Shaw, the ISA Comptroller 
in the Department of Defense, whether those figures are available 
in the form im which you ask for them. I know some of them are. 
I am not sure about the others. 

Mr. Suaw. Mr. Chairman, I think Mr. Taber realizes that we do 
not maintain records of obligations on the country basis. We do have 
country lists, and they are included in this classified book, showing the 
total amount of program and the value of deliveries yet to be accom- 
plished. We will not be able to give you an actual fiscal record of the 
unexpended or unliquidated obligations by country. I think we can 
give you what you are looking for, but it will have to be with the 
understanding it is not a fiscal document. Our obligations are made 
on a worldwide basis and they are not broken down. However, we 
do know what materials we have ordered and where they are going, 
and we know the approximate value of those materials. I think 
the material we can assemble will meet your requirements. 

Mr. Taner. I think that will be all right. 

Mr. Passman. We will recess until 2 o’clock. 





Ecypt 


Mr. Passman. Now we are going into this program by country and 
the first one is Egypt. Mr. Secretary, do you have a brief statement 
to make? 

Mr. McGuire. We have no military program for Egypt. 

Mr. Taser. That does not mean that the other setup does not? 

Mr. McGuire. No, sir. 

Mr. Passman. Then we will go into the development assistance 
and technical operation programs. Who is going to testify on that? 

Mr. Dorsey. I will speak to that, Mr. Chairman. 

Mr. Passman. I might say for the record that these figures are 
confidential; are they not? 
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Mr. Dorsgy. They are, sir. 

Mr. Passman. Could you say for the record what the difference is 
between “‘confidential’’ and ‘‘classified’’? 

Mr. Murpuy. Confidential is just one classification. There are 
three classifications. We have ‘confidential,’ “secret,” and “top 
secret.” 

Mr. PassmMan. Will it be all right to let the record show that you are 
requesting funds for the development assistance and technical coopera- 
tion program to Egypt? Is that all right for the record? 

Mr. Dorsey. Yes, sir. 

ASWAN DAM 


Mr. Chairman, I would like to make a very brief statement with 
regard to our fiscal year 1956 program. ‘The development assistance 
figure you see there was planned to cover our contribution to the 
beginning of the hgh Aswan Dam project and, since that offer was 
made, Egypt has wished to discuss the matter of the distribution of 
the waters with the Sudan. 

Those discussions are still going on and it now looks as if there is 
very little chance we will require that money for the dam this year. 
Hence, inasmuch as there have been other high priority requirements, 
those funds have been reprogramed among other high priority needs. 
If Egypt decides to build the dam, we may have to find some source 
of funds our of our 1957 appropriations and, therefore, there would be 
an amendment to the figure under the 1957 column that you see 
there for development assistance. 

I would like to point out that the figure currently carried under 
1957 is to carry on with the ordinary development projects in Egypt 
that are going now and which are needed to sustain their economy. 

Mr. PassMan. You have pointed out something there that we had 
better discuss briefly. I do not know any reason why this figure 
should be classified as confidential, because it has been kicked around 
in the press and this committee will be asked about it on the floor of 
the House. 

You did not request a specific appropriation for Egypt’s Aswan 
Dam last year as such; did you? 

Mr. Dorsey. No, sir. 

Mr. Passman. And during the year, after Russia offered to make a 
loan to Egypt at a low rate of interest for the construction of this 
dam, then you moved in and on a tentative basis offered $54,600,000 
toward the first phase of the construction of the Aswan Dam. Is that 
correct? 

Mr. Dorsry. The figure is correct; but, if I may say so, the ques- 
tion of the dam project had long been under discussion between the 
IBID people and the Egyptians and we had been interested in this 
plan, too. 

Mr. Passman. Surely; but you had not made any direct commit- 
ment, you had not offered any aid at all until such time as the Russians 
offered to make a loan at a low rate of interest. Is not that the time 
when you entered into a firm negotiation? 

Mr. Rountresr. As Mr. Dorsey said, this dam has been under 
consideration for 2 years and has been studied by the IBRD. The 
IBRD discussions and negotiations with the Egyptians had culminated 
in the general conclusion that it was a feasible project from an economic 
and engineering viewpoint. 
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Mr. PassMan. But last year, in the request, you had no specific 
request for funds for the Aswan Dam for Hgypt? 

Mr. Rountree. That is correct. 

Mr. Passman. And at a subsequent date you did find sufficient 
funds in the overall program to be able to offer Egypt $54.6 million 
for the first phase of this project. Is that correct? 

Mr. Rountree. Yes, sir. 

Mr. PassMANn. But at a subsequent date you withdrew this offer 
or the commitment remained dormant until the project was further 
developed? Is that substantially correct? 

Mr. Rounrree. That is substantially correct. I would say, briefly 
the offer was not withdrawn but it was not a commitment. We offered 
to undertake the first phase of the project but no agreement with 
Egypt was concluded. 

‘Mr. PassMan. How could you possibly list in here $54.6 million 
under the program for 1956 if there had been no commitment or there 
had not been any funds from which a commitment could be made? 

Mr. Rountree. At the time this was prepared, $54.6 million was 
earmarked for the Aswan Dam project. 

_Mr. Passman. It was earmarked subsequent to the passage of the 
bill, but nothing had been specifically requested for that program? 

Mr. Dorsey. I would like to point out 

Mr. Passman. If I may ask a few other questions, first, and then 
you can make your statement. 

At the present time, it is dormant. You do not know what the 
future may hold for the Aswan Dam for Egypt. Is that correct? 

Mr, Dorsry. That is correct. 

‘Mr. Passman. Then why do you request an amount for fiscal year 
1957, when it is in such an uncertain state? 

Mr. Rounrresr. The figure is not specifically earmarked for the 
Aswan Dam alone. If we decide to go ahead with the Aswan Dam, 
then our assistance to Egypt would be largely for the dam. 

Mr. Passman. But it could be used for the Aswan Dam or any other 
economic aid program in Egypt; is that correct? 

Mr. Rountres. That is correct. 

Mr. Taser. How could anybody in the State Department or the 
international bank, or in any agency approve of anything for the 
construction of this dam before the Egyptians and the Sudanese had 
gotten together on an agreement as to the flooding that would be 
necessary if the dam was to be a success? 

Mr. Rountree. The project was divided into two separate phases. 

Mr. Taser. I know about the phases. The first phase would not 
be anything but a very small job, and without the subsequent phase 
and the flooding it could not possibly be a success. 

Mr. Rountree. The first phase would have been of some utility. 

Mr. Taser. Oh, maybe a little for irrigation; but that is all. 

Mr. Rountree. But there is no question that the main objective 
was to see that the dam as a whole was carried through. It was for 
that reason 








Mr. Taser. But without that layout, so that you would know what 
it was, how could anybody make a commitment on it? That is some- 
thing I cannot understand. 

Mr. Rountree. The Egyptians had planned to go ahead with that 
part of the dam which would not affect the flow of the waters of the 
Nile, and proceeding beyond that stage was conditioned upon the- 
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successful conclusion of an agreement between Egypt and the Sudan 
on the division of the Nile waters. Our offer was not an unqualified 
commitment in the terms proposed. I might emphasize that no-con- 
tract was signed; the discussions never materialized into a firm com- 
mitment. 

Mr. Gary. It was more of an offer than a commitment? 

Mr. Rountrez. It was an offer. 

Mr. Gary. The United States offered to put up this money if the 
negotiations could be satisfactorily concluded and construction of the 
dam begun? 

Mr. Rountree. No, sir; that is not exactly right. We offered to 
go ahead with the initial phases of the project, even in advance of the 
conclusion of the agreement on the division of the Nile waters. Any- 
thing beyond that would have been on the basis of a firm understand- 
ing that the Nile waters agreement had to be concluded between 
Egypt and the other interested parties. 

Mr. Gary. You offered to go ahead with the initial expenditure, 
even though the agreement had not been reached? 

Mr. Rountres. There was a firm understanding and we had little 
doubt that the agreement for the division of the Nile waters would 
come about. It was the Egyptian plan to go ahead with the initial 
stages of this project which involved cofferdams and other works that 
would not affect the flow of the Nile, and thus would not affect the 
interest of other parties. It was with regard to that first phase of the 
project that we offered to help the Egyptians begin the work, with the 
understanding that waters negotiations would proceed at once and that 
no further commitment would be involved except on the basis of a 
number of conditions. One of them was that an agreement on the 
Nile waters would have been concluded. 

Mr. Gary. ts did not they go ahead, if they could do so without 
an agreement on the distribution of the waters? 

Mr. Rountresr. The Egyptians decided they did not want to 
proceed with commitments of large amounts of their own money, or 
any other money, in advance of an agreement itself. In other words, 
they decided they would negotiate with the Sudanese and others on 
those questions and not begin the work until they had this aspect 
worked out. 

Mr. Gary. In other words, we were willing to commit $54 million 
of our money without the completion of that agreement; but the 
Egyptians were not willing to risk theirs. It looks like the Egyptians 
were more cautious than we. 

Mr. Rountres. I might emphasize that this fit into the Egyptians’ 
plan, the Egyptians’ desires, and would have involved the commitment 
of large amounts of Egyptian funds as well. It seemed a reasonable 
way to proceed at the time. The Egyptians then decided, for a num- 
ber of reasons, that they would not go ahead with the project until 
they had concluded an agreement. 

Gary. It seems to me they were wiser than we in connection 
with it. 

Mr. Passman. Is not it true that, subsequent to the passage of this 
bill last year, a report came from Russia that they had offered to make 
a loan to the Egyptians at a low rate of interest to build this dam. 
It was only after such offer was made that we tendered the $54.6 
million to them, or thereabouts? 
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Mr. Rounrresz. Our offer was actually made at that time, but it 
had been under negotiation and discussion long before any rumor of a 
Soviet bid. 

Mr. Passman. But that prompted us to immediately remind them 
that we had available out of other funds $54.6 million for the first 
phase of the project? 

Mr. Rounrres., I think it would be more accurate to say that when 
we heard rumors of a Russian offer we saw no reason to change our 
attitude on the dam project. 

Mr. Passman. You have given me a very fine answer and have been 
very fair about it. But this did happen subsequent to the time that 
Russia offered to make a loan at a low rate of interest. 

Mr. Rountren. Yes. 

Mr. Passman. Notwithstanding the fact there is nothing specifi- 
cally mentioned in your request for funds for the Aswan Dam, later 
on, if Egypt should say “‘now, we are ready to start construction of the 
Aswan Dam; we are ready for the $54.6 million,” then you would be 
morally obligated to find that money for them, would you not? 

Mr. Rountresz. May I go off the record on this point? 

Mr. PassMAN. Yes. 

(Discussion off the record.) 

Mr. PassMANn. In other words, the amount of the proposal for 
1957 could be spent for economic aid and, in addition to that, you 
may be called upon to furnish the early figure of $54.6 million? 

Mr. Rountresr. That is correct [After a pause.] May I correct 
that. If we should decide to go ahead with the Aswan Dam, it would 
not be $54.6 million in addition to the (blank dollars); it would be 
increasing that figure of (blank dollars) to $54.6 million. 

Mr. Passman. What if you would have spent the money for some 
other purpose and then they say “‘now we are ready to go ahead with 
the Aswan Dam commitment”? Then what position would you be 
in with respect to the Aswan Dam? 

(Discussion off the record.) 

Mr. PassMAN. It is my understanding that the total cost for this 
Aswan Dam, the first and second phases, would be $1,300 million; 
is that correct? 

Mr. Rounrres. Correct. 

Mr. PassmMan. And we at least are morally committed to the $55 
million for the first phase of the Aswan Dam. At some subsequent 
date, when we get around to the second phase of it, at least we would 
have a moral commitment to contribute to that, would we not? 

Mr. Rountres. We had offered to consider additional requirements 
sympathetically, in the light of the conditions then prevailing, con- 
gressional appropriations, and so forth, but we, of course, could not 
make a firm commitment. 

Mr. PassMAN. But is not that in effect a commitment, if we are 
going to consider it sympathetically and we put our money up on the 
a phase? Does not that obligate us to go through with the second 
phase? 

Mr. Rountrekg. I think if the situation were such as to render that 
the wise thing to do, certainly we would do that. 

Mr. PassmMan. But do not you think there would be a moral com- 
mitment with respect to the second phase? 
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Mr. Rountree. I hesitate to say there would be no moral com- 
mitment with respect to the second phase, under certain conditions 
set forth in our offer. 

Mr. Passman. Usually a moral commitment almost makes it 
mandatory that Congress appropriate the money to carry out the 
program. For instance, the Marshall program was all worked out 
and commitments were made before you requested funds from 
Congress. I do not think Congress has any other alternative than 
to carry out what had been at least partially committed. 

Mr. Gary. If the Egyptians decide to go ahead with the Aswan 
Dam project, that would be the chief project in Egypt in this program, 
would it not? 

Mr. RountTrREB. Yes, sir. 

Mr. Gary. And we would center practically our entire aid in that 
one project; would we not? 

Mr. Rountree. Yes. 

Mr. Dorsey. I would say that probably a good part of the projects 
that are covered under this figure in the last column would be pushed 
on a year. And I would like to call your attention to the fact that 
this project book, on page 7, gives a full list of what the projects 
would be as we had planned it had things gone along according to the 
timetable that seemed evident earlier this year. Pages 7 and 8 are 
related in a way. 

Mr. Gary. Just what does the dam project embrace? What is 
the proposed dam project? 

Mr. Rountree. With your permission, I think we will insert in the 
record some information on this. I did not come prepared today to 
give a description of the project itself; but generally speaking, it is 
to put, under cultivation a large amount of additional land; create 
multipurpose projects, add some additional electric power, and so 
forth. But, as to the specific details, may I request permission to 
insert in the record more information. 

Mr. Dorsey. I might be able to give you some facts at the moment. 
This will be a high dam at Aswan, about 3 miles long, which would 
provide irrigation water for an additional 2 million acres of land and 
ultimately produce in the form of power about 10 billion kilowatt- 
hours annually for industrial expansion. I believe the lake which 
would result would be about 125 miles long backed up behind the dam. 

Mr. Gary. How much land would it take out of cultivation by 
reason of that? 

Mr. Dorsey. I cannot give you that information at this time; but 
I would be very glad to supply it for the record. 

(The following information was subsequently supplied:) 


BACKGROUND 


The proposal to build a high dam near Aswan is understood to have originated 
privately in 1949 and was given official support by the present Egyptian Govern- 
ment in 1952. After study by an international group, the IBRD sent a technical 
and economic mission to Egypt in November 1954 to study the project. That 
mission completed its study in March of 1955 and after analysis of the data the 
bank informed the Egyptian Government on August 30, 1955, that the project 
was sound. There were further discussions between the bank and the Govern- 
ment of Egypt during the fall of 1955. In November the Egyptian Government 
sent a mission to Washington to discuss the project. As a result of these dis- 
cussions the decision was made by the United States, the United Kingdom, and 
the IRDB to make an offer in order to permit initiation of the project. 
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PROJECT DESCRIPTION 


The dam structure will be 365 feet high and slightly over 3 miles long. The 
reservoir will have a capacity of 130 billion cubic meters which will provide irriga- 
tion waters to bring into cultivation 1.3 million acres of new land and supple- 
mental water supply for another 700,000 acres. Additionally, it will provide for 
the installation of an eventual total capacity of 1,440,000 kilowatts of hydro- 
electric power. The project will require approximately 16 years to complete. 

The high dam would create a reservoir, extending into the Sudan, with a surface 
of about 640,000 acres. However, there is no estimate available of the amount 
of currently cultivated land that the reservoir waters would cover. 


COST OF THE PROJECT 


The overall direct cost of the project including the dam and its works, transmis- 
sion lines, reclamation costs and housing is estimated at $1.3 billion of which 
$408 million is foreign exchange costs. The heaviest expenditures will occur 
during the first 10 years. 


THE UNITED STATES-UNITED KINGDOM OFFER 


The United States and the United Kingdom separately offered to provide $70 
million of grant aid toward defraying the foreign exchange cost of the first stages 
of work on the dam, the United States contributing $54.6 million and the United 
Kingdom $15.4 million. The United States and the United Kingdom also stated 
that they would, subject to legislative authority, and in the light of then existing 
circumstances, be prepared to consider sympathetically further support toward 
financing the later stages to supplement the anticipated $200 million of Interna- 
tional Bank financing. The offer envisaged that an agreement on division of the 
Nile waters would be achieved. 


STATUS OF NEGOTIATIONS 


Subsequent to the submission of the foregoing offer, the Egyptian Government 
made certain counterproposals which, among other things, included the promise 
that Egypt would seek agreement with the Sudan on Nile waters division before 
initiation of construction. These counterproposals have been under consideration 
by the United States and United Kingdom. Some negotiations between the 
Egyptian and Sudanese Governments are understood to have taken place; no 
agreement, however, has been reached. 


FUNDING THE OFFER 


In the presentation of the fiscal year 1956 program to the Congress no specific 
provision was made for financing the high Aswan Dam. However, the presenta- 
tion last year specifically noted the importance of the project but indicated that 
until further details had been worked out it was impossible to predict the extent, 
if any, to which the United States assistance would be justified. As indicated, 
during the course of the year these details were worked out and it was possible 
to make the offer. The funds earmarked for this purpose resulted from funds 
made available under the Near East development assistance appropriation, 
supplemented by funding from other sources under the President’s transfer 
authority. In May 1956, however, it became apparent that it was improbable 
that funds would be obligated prior to the expiration of the fiscal year on June 
30, 1956. Consequently, without prejudice to a final decision on the high Aswan 
Dam, the funds previously earmarked for this project during the fiscal year were 
utilized for other high-priority purposes. 


RESULTS OBTAINED FROM MUTUAL SECURITY PROGRAM IN EGYPT 


Mr. Narcuer. Mr. Chairman, I would like for one of these gentle- 
men to file as a part of this record a statement showing any improve- 
ments, as far as Egypt is concerned, resulting from our technical- 
assistance program and dealing especially in agricultural commodities. 

Mr. Dorsey. We would be very glad to do that, and give you the 
soil fertility, and so forth. 

(The following information was supplied the committee:) 





a EA BT OIA OR Sie alee 





Wiinar Si ader_ sae, | cnet 





cidigubeaicatl 


SERRE 


pr inher Orca = 





343 


CONTRIBUTION TO THE IMPROVEMENT OF Ecypt’s Economy By UNITED STATES 
PROGRAMS 


The $40 million development assistance program in 1955 provided a consider- 
able impetus to Egypt’s economy. Rolling stock, ties, locomotives, and machine 
tools, purchased with United States aid funds, will improve railroad operations 
and reduce costs. Truckage costs between the port of Alexandria and Cairo will 
be reduced when a new highway financed with MSP funds is completed. Airline 
operations have been made safer by the installation of air navigational aids fur- 
nished through the program. About $5 million was also provided to buy wheat 
and wheat flour to help meet severe grain shortages in Egypt. 

Teehnical assistance projects have, similarly, contributed to Egypt’s develop- 
ment. Considerable savings in the Government of Egypt’s expenditures will 
result and the health of many more people will be protected through the applica- 
tion of ICA-developed measures for the control of bilharzia, a dreaded disease of 
the bloodstream, which afflicts large numbers of Egyptians, particularly in rural 
areas. Egypt now has the nucleus of a modern county agent system as a result 
of assistance that ICA has been providing. Egypt’s customs administration 
has adopted the recommendations of an American management firm that made 
a detailed study of the customs system under an ICA-financed contract. Egyp- 
tian teachers are now regularly receiving training in summer schools and teacher 
seminars as a result of ICA-initiated projects. One of the deficiencies in the 
Egyptian economy, the lack of skills among the workmen, is being met by a 
vigorous program of vocational education, conducted along modern lines with 
the help of ICA technicians and equipment. 


Mr. Gary. Following that up, I have in my hand a copy of the 
audit report to the Congress of the United States made by the Comp- 
troller General of the United States on the United States assistance 
program for Egypt, International Cooperation Administration, De- 
partment of State. This report indicates that we have not obtained 
the results that might have been obtained from that program. I there- 
fore request that you furnish a statement of the results not only from 
the technical-assistance program, but also from the economic program 
as a whole. Also, a statement showing how effective these programs 
have been. 

Has this report been submitted to your Department? 

Mr. Dorsey. Yes, sir. 


EFFECTIVENESS OF PROGRAMS IN EGYPT 


Mr. Gary. What steps have you taken to improve the effectiveness 
of the program and to carry out the recommendations made in this 
report? 

Mr. Dorstry. We have transmitted the full text of the report to 
our mission director in Cairo; we have instructed him to take all 
measures that he can to alleviate the deficiencies enumerated in the 
report; to view these criticisms constructively, which is in our inter- 
est, and to benefit thereby. 

Mr. Gary. Do you know what he has done in compliance with 
your instructions? 

Mr. Dorsey. I cannot give you that information at the moment, 
but I would be glad to supply that for you. 

Mr. Gary. I wish you would insert in the record at this point a 
statement showing what steps have been taken to improve the effec- 
tiveness of the program and to correct the imperfections which bave 
been pointed out in the Controller General’s report. 

Mr. Dorsry. Yes, sir. 

(Norr.—Information subsequently developed may be found in the 
appendix, page 985.) 
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SURVEY OF PROGRAM IN EGYPT 


Mr. Gary. What contracts do you have with private consultant 
firms in the conduct of the program in Egypt? 

Mr. Dorsey. We have had in the past a contract with the Arthur 
D. Little Co., management experts of Boston. I cannot say whether 
that contract is still in force, but I will be very glad to supply that 
information also. 

Mr. Gary. This report indicates that you spent $535,000 on a 
contract for a survey of the program. Is that correct? 

Mr. Dorsey. I believe that is so. 

Mr. Gary. Can you tell us what benefits you have obtained from 
the survey? 

Mr. Dorsey. Since 1952 we have provided some $245,000 at one 
time and $295,000 at another, to finance this program with the Little 
Co., to carry out the followimg work—to conduct studies of possible 
improvement and expansion, not only of the industry of Egypt, but 
transportation facilities as well. Those recommendations by Little 
are being acted on by the Egyptian Government. A modern highway, 
for example, which will provide quick transportation of goods between 
the port of Alexandria and Cairo is under construction now, and 
following those recommendations some of the rail equipment which 
they recommended be procured because of the bad condition of the 
Egyptian rolling stock, is being supplied. Improvements are being 
made in the Public Works Ministry in Egypt that has the responsi- 
bility for dealing with her waterways. They are doing work on 
Alexandria Harbor, for example, that will materially help it. I 
understand from Mr. Murphy, that the GAO was referring to these 
two contracts with Little. 

Mr. Gary. Yes, for a total of $535,000. And if there are any 
further benefits that have been derived from those contracts, you ma 
add them to your statement in the record. We would like to get all 
of the information we can. 

Mr. Dorssry. All right, sir. 

Mr. Gary. I believe you stated you are not certain whether the 
contract has been completely performed? 

Mr. Dorsey. As to whether it is completed now or not, I will 
furnish that as a part of my statement. If I may go off the record 
for a minute, I want to be most frank with the committee. 

(Discussion off the record.) 

(The following information was supplied for the record :) 


UnitTEp States FINANCED INDUSTRIAL SURVEYS IN EaypT 


The A. D. Little Co. no longer has any personnel in Egypt. Its contract with 
ICA for making studies for industrial and transportation development terminates 
June 30, 1956. 

Some of the surveys that A. D. Little conducted revealed possibilities for indus- 
trial expansion. Following is a description of some of the results of .individual 
surveys. 


Paper production and consumption 


Following the survey, in which a plant producing 20,000 tons of writing and 
printing paper annually was recommended, the Government of Egypt secured an 
American expert who selected a plant site and prepared specifications of the 
required equipment. The Government of Egypt has announced its intention of 
buying the equipment. 
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Design and operation of milk-pasteurizing plant 


The municipality of Cairo has bought equipment, most of which has already 
been delivered. onstruction of the plant is underway. 


Slaughterhouse for the municipality of Cairo 


The municipality has retained an American engineering firm and construction 
of the plant has been started. 


Uses for power from the present (low) Aswan Dam 

Following the recommendation made in the study, the Government of Egypt 
contracted with European firms for the construction of an ammonium-nitrate 
fertilizer plant to be finished in 1959 when power for the dam will be available. 


Expansion of the fish industry , 

The Government of Egypt has started to build two plants on the Red Sea 
which will have cold-storage and icemaking facilities. Egypt has already granted 
fishing rights to two European companies and is negotiating additional concessions 
with other foreign firms. 


Summary report on metalworking 

In accordance with the Little recommendation, the Government of Egypt is 
securing machine tools in anticipation of the completion, in 1958, of the Helwan 
Iron & Steel Mill. In the meantime, Egypt is increasing its normal imports of 
iron and steel and other metals. 


Inland transportation 
No action taken as of this date. 


Highway study and investigation 
No action taken as of this date. 


Inland waterways and harbors 
No action taken as of this date. 


Railways 

The fiscal year 1955 development assistance program for Egypt included about 
$29 million ($4 million in Egyptian pounds) for improvements in transportation. 
These funds were used for highway engineering and construction and for the pro- 
curement of equipment for highways, railways, and inland waterways. In addition 
the Government of Egypt asked for bids for equipment for a shipyard in Alex- 
andria. 
Expansion of the cotton textile industry 

The Little report recommended expanding the textile industry but urged that 
such a use of labor, resources, and capital be weighed against their use in the 


development of other industries. Subsequently, the Egyptians announced a 
policy of increasing cotton textile production 25 percent over the next 2 or 3 years. 


Glass industry 
Since Little’s findings were negative no action has been taken by Egypt. 


Sulfuric acid production 

Although the report pointed out the possibilities of expanding production o 
sulfuric acid, using domestic materials would be too costly in a normal, peacetime 
market. There has been no action taken by the Government of Egypt. 


Vegetable oil industry 


Little suggested a variety of improvements in present processes and production 
techniques, and recommended changing present Government regulations and 
setting up an institute for training in modern vegetable oil technology. No action 
has been taken, pending the Government of Egypt review of its regulations and 
a to bring together responsibility for vegetable oil industry matters in one 
ministry. 


Chemical industry 


Egypt has taken action to procure a caustic soda plant in accordance with the 
A. D. Little recommendation for the establishment of chemical] industry for the 
production of caustic soda and plastics, gypsum, alpha cellulose, chlorine, and 
protective coatings. 
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Refractory industry 

Action has not as yet been taken on the Little recommendation to establish a 
plant to produce 4,000 to 8,000 tons of dead-burned dolomite a year. 
Flax industry 


The Government of Egypt has concluded that, in the foreseeable future, Egypt 
could not compete in flax markets with Europe. 


Animal feed industry 


With the assistance of the mission, the Ministry of Agriculture has conducted 
feeding experiments and is exploring what new materials are available for making 
animal feed in accordance with suggestions in the A. D. Little report. 


Use of tail gas for LPG production 
Two Egyptians are currently in the United States as participants to learn how 
refineries conduct this operation. 


Village housing building materials and methods of construction demonstration of 
stabilized mud brick in village housing 

A pilot project utilizing some mutual-security-program-financed equipment was 

not altogether successful due to a lack of skill on the part of local workmen. The 


on has established a building materials and training center to give training in 
this field. 


Beet sugar industry 


Following the report recommendations, Egypt set about to reclaim some 30,000 
acres in the Delta area and is developing a variety of beet suitable for the Delta 
soil. 


Onion industry 


As the report was received only on May 8, 1956, there has been no decision on its 
recommendation that fresh onion production for export be expanded. 


Rice bran oil processing 


_ The Little recommendation that a plant be established to produce rice bran oil 
is still under consideration. 


Ceramic dinnerware production 


Egypt has taken steps to procure a complete plant to make a variety of ceramics, 
including dinnerware. 


Report on unfinished marketing systems 


The report pointed out the need for marketing research and proposed a long- 
range study for a variety of Egyptian products. The Government of Egypt 
decided not to implement the general recommendation because of its long-range 
nature. Nevertheless, the Government of Egypt recently sent several missions 
to Europe to study markets for Egyptian fresh fruits and vegetables. 


Factors influencing investment in Egypt 


The Government of Egypt has taken no action on Little’s recommendations for 
the establishment of an agency to aggressively promote both foreign and domestic 
investment; nor has the Government of Egypt followed the suggestion that it 
enter into treaties of friendship, commerce, and navigation, and agreements on 
taxation and investment guaranties. 


The Arab League market 

Egypt has signed trade and payments agreements with the other Arab States 
and has exchanged trade missions. 
Opportunities for Egypt in the European market 


Over the past year, the Government of Egypt sent a considerable number of 
trade missions to Europe and concluded many new trade agreements. Egyptian 
exports of the kinds singled out in the report have been increased. 


Organization and operation of the Industrial Bank 


The bank has liberalized its loan policy and is extending an increasing number 
of medium- and long-term loans. Loans granted and credit extended by the bank 
in 1955 inereased 77.5 percent over 1954. Contrary to the report’s recommenda- 
tions, the bank has increased its direct investments in Egyptian industry. 
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The Egyptian capital market 


A start toward using pensions and retirement funds for industrial development 
has been made, as was recommended, 


SHORTAGE OF QUALIFIED PERSONNEL 


Mr. Gary. This Comptroller General’s report indicates that you 
have had some difficulty in recruiting the necessary technicians to 
carry out your technical assistance program in Egypt. Can you give 
us any information on that subject? 

Mr. Dorsry. I cannot give you’ information directly connected 
with that question, sir, but I would like to mention that one of the 
difficulties that plagues our whole program, is finding good and able 
people who are willing to go off for a period of some years and work in 
countries where conditions are very different from what they are at 
home; the element of personal security is involved, as is the matter of 
the health factor affecting a man’s family, and so on. This is not 
peculiar to Egypt, but we certainly find it affecting our program. 

Mr. Gary. As I stated the other day, one of the phases of that 
question that worries me a great deal is the fact that we are being 
told that we have a dearth of technicians in this country, that Russia 
is rapidly getting ahead of us in the development of science and 
scientists, and yet we are taking a great many of our technicians and 
scientific men and sending them overseas. It seems to me if we are 
going to continue that program, we will have to do something toward 
recruiting more people for scientific study and pursuits in this country. 

Mr. Dorsey. That is certainly true, sir. I think one advantageous 
feature of this to us directly, however, is that this is a two-way street 
and our people learn a tremendous amount working on these projects 
frequently under very primitive conditions. The sum total of scien- 
tific knowledge in the United States is benefited. 


ASWAN DAM 


Mr. Denton. As I understand the fact about the Aswan Dam it 
laid dormant for some time and the State Department heard that 
Russia was offering to make a loan to the Egyptians to help build it 
and then we entered into this program which Thruston Morton told 
us about early this year whereby we offered to advance them ap- 
proximately $54.6 million. Is that about the picture? 

Mr. Rountrez. I would like to emphasize again that the offer was 
a result of long negotiations and at the time it was made an Egyptian 
mission was in the United States and had been here a number of 
weeks negotiating with the International Bank, the Department of 
State, and ICA. 

Mr. Denton. Were the Egyptians playing us off against Russia? 

Mr. Rountres. I do not think they were. I think they were in- 
terested in working through the International Bank. 

Mr. Denton. Were they negotiating with Russia? 

may Rountree. We had rumors to the effect that Russia made the 
offer. 

Mr. Denton. You did get a rumor Russia offered to loan them $400 
million at 4 percent? 

Mr. Rountree. That’s right, it was a rumor. 
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Mr. Denton. It was after that that you started to make the offer? 

Mr. Rountree. I would have to check the time sequence. I 
think, in fact, when we heard the Russians had offered to help finance 
part of the dam, the Egyptian Mission was already here in the United 
States negotiating with the International Bank and they had been 
negotiating with the International Bank a long while before that. 

Mr. Denton. Where were you going to get this $54,600,000? 

Mr. Rountree. The $54.6 million was to come from that portion 
of last year’s appropriation that was earmarked for development 
assistance for Egypt, in addition to which funds were to be acquired 
by diversion from other projects. 

Mr. Dorsey. We had planned to omit from our activities in fiscal 
year 1956 certain planned activities in order to free funds for this 
extra expenditure. I would like to make the point that we did say 
to the Congress last year that the matter of assistance on the dam 
was under consideration and we wanted to help, but at that time we 
thought that it probably would not be ready during 1956. 

Mr. Denton. I was on this committee and heard it but I do not 
remember that being said and I think it came as a surprise to this 
committee when Thruston Morton came and told us about this 
program. 

Mr. Dorsey. It may have been mentioned in the Foreign Affairs 
and Foreign Relations Committee. 

Mr. Denton. As I understand it this money you proposed to use 
was not obligated? 

Mr. Dorsey. That is right. 

Mr. Denton. Do you think Egypt would have taken it if we had 
been obligated to give them that money from those funds? 

Mr. Rounrresr. If the Egyptians had accepted our proposal, 
which was a conditional proposal, and an agreement had been con- 
cluded, we would have been prepared to proceed with phase 1. 

Mr. Denton. You would have gotten that money from these 
other projects. What became of that money? 

Mr. Rountree. It has been reallocated to high priority projects 
elsewhere. 

Mr. Denton. When did you do that? 

Mr. Dorsey. That has happened over the last several weeks. I 
think Mr. Murphy can give us more precise information on that, 
but this has been a pretty recent action on our part. 

Mr. Denton. As I remember in February you told this committee 
about your Aswan proposition, might have been January. When 
did you reallocate those funds after that? 

Mr. Mureuy. We decided that early in May it was highly unlikely 
that this commitment would be called on this fiscal year. 

Mr. Denton. What projects did you allocate it to in Egypt? 

Mr. Murpny. No; as a matter of fact had we gone through with 
this arrangement as we expected early in this calendar year, it would 
have been necessary for us to transfer money from other accounts to 
supplement the Near East development assistance account because 
we could not possibly have financed the full amount of this com- 
mitment to Egypt from that account. There would have had to 
have been a Presidential transfer of some kind. 

Mr. Dunton. Do you not think this is a bad proposition where an 
agency of the Government can spend as much as $54.6 million without 
authorization from Congress? 
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Mr. Murpnuy. Well, if the facts were exactly as you laid them out, 
Mr. Denton, I would say it would be a bad thing. Each act must, 
however, be viewed within the context of the legislative authorization 
under which it is performed. 

Mr. Denton. How I have them wrong, you correct me. 

Mr. Murpny. I would not undertake to correct you. I feel that 
the authority vested in the President under section 401, for example, 
of our act and under section 501, which gives him the right to switch 
money between accounts and make arrangements for development- 
assistance projects, is sufficient. 

Mr. Denton. What would you think if the Corps of Engineers 
should switch funds around and build a dam at Hells Canyon w vithout 
any authorization from Congress? What would vou think if they 
had that kind of authority? 

Mr. Passman. Under authorizing legislation the President may 
transfer 10 percent from one account to another. He has that specific 
authority under what is referred to as transferability. 

Mr. Denton. You got this money from that 10 percent? 

Mr. Murpuy. Part would have come from the Near East develop- 
ment assistance account which would have been the normal account 
to finance this kind of activity in Egypt and the balance would have 
had to be moved from some other account. 

We can transfer up to 10 percent out of an appropriation under 
section 501 and as much as 20 percent of the amount of an appropria- 
tion into an appropriation. 

Mr. Gary. In addition you have-—— 

Mr. Murphy. Section 401, which enables us to spend up to $20 
million in the country under special authority vested in the President. 

Mr. Gary. In addition you have a special fund of $200 million 
set aside for the President without any strings? 

Mr. Murpuy. That is section 401 and $20 million of that is the 
limit that can be spent in any one country. 

Mr. Denton. You have been given authority to build it in Egypt 
but there is no way to build it in the United States without 
congressional authorization? 

Mr. Murpny. That is probably the case. 


PURPOSE OF MISSION IN EGYPT 


Mr. Denton. What do you think is the mission of the International 
Cooperation Administration in a country lke Egypt? It is just to 
help people, the charitable Christian thing to do, to make them more 
friendly to the United States, to ward off communism or what is the 
purpose? 

Mr. Rountree. | think, sir, the purpose of our efforts in Egypt is 
help the Egyptians to achieve the kind of progress that the people 
demand. We want them to be aligned with the free world. We be- 
lieve that progress is necessary if we are to achieve that objective. 
We would like to see a strong independent government and we would 
like to contribute in any way we can to develop that strength and 
independence without their turning to someone else whose interests 
might be different. 

Mr. Denton. Your point is we help them so that they will be a 
healthy, economically developed country and we figure they will stay 
in the free world if that is the case? 
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Mr. Rountres. That is correct. 

Mr. Denton. Is that not going to be a long program to develop 
them to that condition where they will be that kind of country? It 
will take years and years and years, will it not? 

Mr. Rounrres. It will take many years to achieve a sub- 
esatantanly higher level or standard of living for the Egyptian 
people 

Mr. Denton. That is your mission and your object? 

Mr. Rounrrer. The important thing is progress. 

Mr. Denton. That will take years and years and years. 

Mr. Rountree. Progress wil] not take years and years. 

Mr. Denton. In the meantime their danger of dropping into the 
Communist orbit is just as bad 10 years from now as now? 

Mr. Rounrrer. We do not think they will drop into the Com- 
munist orbit. We think they would like to maintain their inde- 
pendence. 

Mr. Denton. Of course, we think they would. If we just thought 
that, we would not need to take part init. I am trying to figure why 
we are in there on this program. Itis theobject—I want your theory— 
is it the theory that you want to make them a free country, a well 
economically developed country? Do you think if they are a well 
economically developed country communism will not have a fertile 
ground? 

Mr. Dorsry. That is correct. 

Mr. Denton. That is what worries me about the whole program. 
For them to reach the point where they are like European countries 
or our country would take generations anyhow, and where are we 
going in the meantime? 

Mr. Dorsey. I do not think we can hope within a reasonable 

eriod of time to bring them up to a European standard of living. 
But it seems to me that under current conditions of communication 
and so on in the world these people are very much more aware of the 
differences in standards of living that exist in the world and they are 
increasingly demanding, through one means or another, more of the 
essential things of life “they see other people have. We simply feel 
if we can i them within a reasonable scope to attain some of 
these goals that they are not going to be as easy victims of Com- 
munist propaganda. 

Mr. Denton. I can agree with you a good many years from now, 
but I do not see the picture right now. 

Mr. Dorsey. It is a tough job. 

Mr. Denton. I have asked several times, I just do not see where 
we are going. It is a long program. I see what you did in Europe, 
I can see that. You say you are not bidding against Russia. 

Mr. Rounrtrez. In connection with the Aswan Dam? 

Mr. Denton. In the Near East you are not bidding against Russia. 

Mr. Rounrres. We cannot react automatically with larger pro- 
grams than the Russians offer. We have to carry out a program 
which in our best judgment is in the national interest. 

Mr. Denton. You will do what you are doing regardless of what 
Russia does? 

Mr. Rountrer. I think that the recent Soviet tactics in the Near 
East and Asia, these large offers of aid, have created a new situation. 
We are aware of the fact that the countries of the East, the govern- 
ments and peoples of these countries, desiring to see progress and 
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needing outside aid, would be far more susceptible to Soviet blandish- 
ments in the absence of reasonable programs on the part of the United 
States than would otherwise be the case. 

Mr. Denton. Your theory is since Russia is out making economic 
ofiers we have to do the same thing? 

Mr. Rovunrres. This is something we have done a good many 
vears. I think the new Soviet tactics represent a new departure for 
them and not for us. 

Mr. Dunion. Does that change our policy? 

Mr. Rountrer. I think it emphasizes the need for us to continue 
our objectives of trying to help these people improve their lot. 

Mr. Denton. Do you think we could have discontinued this 
program if Russia had not taken it up? 

Mr. Rountresn. I do not think so. 

Mr. Denton. Are we in a business of bidding with Russia? Are 
these countries playing the United States and Russia off one against the 
other? 

Mr. Rountrer. I think it is true that, regardless of the motiva- 
tions, from time to time the governments of these countries receive 
offers from the Soviet Union and because of their great need they are 
inclined to accept those Soviet offers, as in the case of Afghanistan. 
I do not think that represents any desire on the part of the Afghans 
to lose their identity as a sovereign, independent nation, but neverthe- 
less to the extent they rely on the Soviets for economic assistance they 
must, of course, recognize that they are running a danger of building 
up a kind of dependence upon the Soviet Union that is not in their 
interest. 

Mr. Denton. Are we not getting into position where these countries 
can play the United States off against Russia, and line up with the 
highest bidder? 

Mr. Rountree. I do not think so, sir. I do not think we can 
place ourselves in the position of trying to outbid the Russians. 


SUCCESS OF PROGRAM IN NEAR EAST 


Mr. Denton. Do you think that your program in the Near East 
has been very successful? 

Mr. Rountres. | think the program in certain parts of the Near 
East has been highly successful. 

Mr. Denton. What results can you point to that you accomplished 
there? 

Mr. Rounrrer. First let me say that no program could be success- 
ful if it were not for a constructive attitude on the part of the people 
of the country in which that program was being implemented; if it 
were not for their own efforts and determination. With that as a 
starting point, look at Greece and see what American aid has done to 
Greece, a country overrun in the war and 

Mr. Denton. I would except Grecian country because they had the 
same problem Europe did. 

Mr. Rountrer. I can make a circuit of a number of countries 
where great progress has been made. 

Mr. Denton. I agree on Greece and Turkey. 


Mr. Rountreg. You see in Turkey an outstanding example, and 
in Iran. 
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Iran a short while ago was in extreme danger of losing its independ- 
ence. It was only as a result of an uprising on the part of the people 
in support of the Shah that a major disaster was avoided. When the 
new government under the Shah was installed Iran was in a state of 
bankruptcy. The situation was extremely bad. I think the pro- 
gram we have implemented in Iran has had a great deal to do with 
the fact that in Iran today there is an entirely different situation. 
Whereas it presented a gloomy picture less than 3 years ago, today 
Iran is a relatively strong country, firmly alined with the free world; 
it has abandoned its traditional policy of neutralism; it is a member of 
the Baghdad Pact. In summary, the situation in Iran is greatly 
improved and we have contributed to this progress but we could not 
have done it if it had not been for the determination on the part of the 
Iranian people themselves. 

Mr. Denton. You had very much a local condition there, local 
uprising and overthrowing a person unfriendly to us. 

Mr. Rountree. I do not think you could consider that situation in 
the context of a purely local matter. 

Mr. Denton. That is all. 

Mr. Lanuam. Is it not true that Russia is bidding against us? We 
were in the field first? It seems to me that Russia’s getting into the 
field is the greatest compliment our foreign policy could have. Does 
it not show that our foreign policy has been so successful that Russia 
is adopting something like it? 

Mr. Rountree. I would be willing to agree to that, sir. 

Mr. Lanuam. It seems to me that is true. 

Mr. Passman. It has been well established many times Russia has 
not given away anything in aid. It is strictly a loan proposition or a 
barter proposition. If you can find where Russia has given away 
anything, I wish you would make a specific example of it in the record, 
because we have heard over and over and over Russia is not giving 
away anything. They are making a lot of promises and offering to 
make some low-interest-rate loans. 

Mr. Hanp. How long has that Egyptian program been carried on 
by the United States, aid to Egypt in any form? 

Mr. Dorsey. Technical cooperation began in fiscal 1952 but there 
has been no direct economic aid until fiscal 1955, sir. 


OBLIGATIONS AND EXPENDITURES 


Mr. Hanp. How much money has been spent approximately during 
those years up to and including the proposal for fiscal 1957? 

Mr. Dorstry. A total has been obligated between 1950 and 1955— 
through 1955, that is—of some $59 million. 

Mr. Hanp. How much in fiscal 1956, expended, obligated, or re- 
served? 

Mr. Dorsey. $3.8 million in technical cooperation, sir, nothing on 
economic aid. 

Mr. Hann. How much proposed in fiscal 1957? 

Mr. Dorsey. I am sorry, sir. If I may correct myself, it was $3 
million last year on technical aid and $3.8 million next year. The 
amount of economic assistance as opposed to technical assistance is, as 
we have explained, somewhat uncertain due to the conditions we have 
just attempted to bring out. 

Mr. Hanp. How much money is proposed in fiscal 1957? 
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Mr. Dorsey. If I may go off the record—— 
(Discussion off the record.) 

Mr. Hanp. Considering the political situation in Egypt, what 
evidence do you have that either the Egyptian people or the Egyptian 
Government is more friendly to the United States, or less likely to 
fall within the Russian orbit, compared to a time before this program 
was going? 

Mr. Rountree. Well, sir, it is our objective to achieve more 
friendly relations, and a more friendly attitude. 

Mr. Hanp. How much evidence do you have that that has been 
achieved? 

Mr. Rountree. I think that following a number of actions on the 
part of the Egyptian Government that created some criticism in this 
country, such as recognition of Red China, the general tenor of 
Egyptian broadcasts and propaganda has been more friendly. More- 
over, we were encouraged by the attitude on the part of the Egyptians 
and other Arab States, as well as Israel, in the efforts of Secretary 
General Hammarskjold and we are not discouraged over the prospects 
of an improving situation. 
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IMPORTANCE OF EGYPT TO NATIONAL SECURITY OF THE UNITED STATES 














Mr. Hanp. One last question. What, in your opinion, is the dif- 
ference to the national security of the United States whatever Egypt’s 
attitude is? 

Mr. Rountree. | think it has very great significance to the national 
security of the United States, sir, for a number of reasons. One 
which I think should be pointed out is that Egypt does occupy a 
unque position in the Arab world today. Egypt is influential in a 
number of the other Arab States with which it is alined and asso- 
ciated—I think that. the’ Egyptian attitude and Egyptian position 
will have an important bearing on the attitudes and positions of other 
states in the area. We would like to convince all of these countries 
: our earnest desire to maintain objective, friendly policies toward 
them. 

Mr. Hanno. What military or other potential does the entire Arab 
bloc have which concerns the national security of the United States? 

Mr. Rountrer. The Arab States adjacent to Israel have a popula- 
tion of about 40 million. Their armies are relatively modest in size. 
They are not in any way associated with us in any collective security 
arrangements or with any free-world security arrangements. 

Mr. Hanp. That is all. 

Mr. Passman. The committee will stand in recess until 9 o’clock 
tomorrow morning. 













Fripay, JuNE 8, 1956. 







ETHIOPIA 







Mr. PassMAn. The committee will come to order. 
We will now take up the request for funds for Ethiopia. Inasmuch 
as both items in this request are confidential, I shall not—— 
Mr. Rountresr. Technical Cooperation is not, 
Mr. PassmMan. Off the record. 
(Discussion off the record.) 
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Mr. PassMANn. The military assistance program request is about 
25 percent in excess of that requested for the program for fiscal 1956. 
For the technical cooperation program, you are requesting $3 million 
which is the same amount as you had for the program last year. 

Mr. Secretary, would you like to discuss Ethiopia’s request briefly? 

Mr. McGuire. Let me say first that both this year and last year 
the programs are for training. The increase simply indicates that 
the Ethiopians have reached the point where they can absorb more 
training. It is not an increase in the program as such. At least not 
from the point of what our commitment is with Ethiopia. 

The proposed fiscal year 1957 MDA program for Ethiopia is $ : 
Previous programs for this country have amounted to $ , of which 
$——~ has been delivered. The previous programs have provided the 
one division of the Ethiopian Army with general-purpose support 
vehicles, 105-millimeter howitzers, and with individual and crew- 
served weapons suitable for the local terrain. In addition, the 
programs have provided training ammunition and spare parts for 
maintenance of equipment on hand, They have not provided any 
war reserve ammunition or equipment. 

Recently the Department of Defense programed $ for the 
Ethiopian Navy. This program will allow the United States to pro- 
vide the first United States Naval vessel to Ethiopia. It is anticipated 
that this vessel will arrive in Ethiopia in June or July of this year and 
will form the nucleus of an Ethiopian Navy which will be developed 
in consonance with the country’s ability to absorb and utilize naval 
training and equipment. 

Actually these books were prepared earlier this year. That means 
that we gave in fiscal year 1956 $ million in round figures to 
Ethiopia as against a proposal of $—— which is only for the training 
element. 

Mr. PassmMan. You do have an increase above the figure ‘you just 
mentioned? 

Mr. McGuire. The 1956 program as indicated was purely training. 

Mr. Passman. Which would increase the amount—— 

(Statement off the record.) 

Colonel Crirz. We transferred the vessel from a European country. 
There was no money in the deal. 

Mr. PassMan. The ship belonged to this country and was returning 
to this country. Speaking of military assistance for Ethiopia, what is 
the military significance in Ethiopia? 

Mr. McGutre. Would you like my personal opinion from a military 
point of view? 

Mr. PassMAn. Yes. 

Mr. McGuire. I think Mr. Rountree should talk to the political 
aspects. ids 

Mr. Passman. I think you have answered the question. 

Mr. McGuire. There are military aspects. 

Mr. PassmMan. I assumed it was political and you so stated. 

Mr. McGuire. I think there are military aspects. We at least 
want to be sure that within the country there is ample strength inter- 
nally to keep them on our side. Secretary Rountree might like to 
add more. 

Mr. Passman. How long have they been on our side? It did not 
take aid in the past to keep them on our side; did it? 
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Mr. McGutre. We have had programs there that amounted 
to $ ‘ 

Mr. Passman, I am speaking about prior to World War II; back 
50, 40, 30, 20 years ago. Did we have friendly relations with Ethiopia? 

Mr. Rountree. Yes, the United States has had friendly relations 
with Ethiopia for many years, but our relations since the reestablish- 
ment of the independence of Ethiopia have been particularly close. 

Mr. McGuire. Although there still exist equipment requirements 
for the Ethiopian Army, no fiscal year 1957 materiel program to 
reduce the deficiencies is being submitted. $ is being requested 
for a training program. 

There are no fiscal year 1950-56 air force or navy programs for 
Ethiopia. Of a total fiscal year 1950-56 MDA army program for 
Ethiopia amounting to approximately $ , about $———- 0 
materiel has been delivered. It is anticipated that most of the 
undelivered balance of the materiel included in this program will be 
delivered to Ethiopia by the early summer of 1956. The items yet 
to be delivered consist largely of general-purpose support vehicles, 
artillery, ammunition, and small arms. 

I might add that we are simply trying to have a minimum internal 
strength there. 

Mr. Passman. Mr. Secretary, do they have an army, navy, and 
air force? 

Mr. McGuire. No, sir. No air force. They have an army and 
I do not think they have what we would call a navy at the moment. 
They have need for some patrol-type vessels for patrolling their 
country. 

Mr. Passman. They do have a coastline? 

Mr. McGuire. Yes, sir. 

Mr. Passman. What is the size of the army Ethiopia is endeavor- 
ing to support? 

Mr. McGuire. I beg your pardon? 

Mr. PassMANn. The size of the army that the country is endeavor- 
ing to support out of their economy. 

(Discussion of the record.) 

Mr. Passman. In other words, it is a very small army, one that 
their own economy could support? 

Mr. McGuire. I doubt that their own economy can support it, sir. 

Mr. PassmMan. They would be able to support some type of army 
if and when we finally close this program out; will they not? 

Mr. McGuire. I am not sure I understand your question. 

Mr. Passman. I will ask the question again. They do have an 
army in Ethiopia. I was asking what number of men they had injthe 
army and if Ethiopia’s economy could support the army that they 
are building up if and when we have to abandon this program. If not, 
what size army would they be able to support? 

Mr. McGuire. I am not sure I can answer that question. 

Mr. Passman. Thank you very much. 

Mr. Taper. Off the record. 

(Discussion off the record.) 

Mr. McGuire. I would like to say Ethiopia is one of the countries 
that sent a small contingent to Korea. I think that indicates what 
their position is among the free-world allies. 

Mr. Wiaeieswortu. I believe the Secretary has answered my 
questions, Mr. Chairman. 
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GREECE 


Mr. PassMAN. The next country will be Greece. Mr. Secretary, 
do you have a statement to make on your request for funds for 
Greece? 

Mr. McGutre. I do, sir. 


MILITARY ASSISTANCE PROGRAM 


The total military assistance program requested for Greece in fiscal 
vear 1957 is $———_._ This amount is to aid the Greek Government 
in meeting NATO force goal requirements by assisting them in main- 
taining the present level of the Greek Army and in keeping Greek 
military forces in a state of effective readiness. 

Past programs, fiscal year 1950-56, have amounted to $——-—. 
These programs have provided major items of equipment to offset 
deficiencies in the Greek Army as well as training ammunition, spare 
parts, maintenance, and some war reserves. For the navy they have 
provided unit equipment, spare parts, and some war reserves of 
ammunition. Unit equipment and attrition aircraft have been pro- 
vided for the Greek Air Force as well as communications and electronic 
equipment, ammunition, and other support equipment. $— 
million of past materiel programs remains to be delivered as of 
February 29, 1956. All these funds have been obligated for long lead 





time items. $———— is for the Army, principally in half-track 
carriers and wheeled motor vehicles. $———— is for the navy, 
principally for small ships and harbor craft. $———— for the air 


force, principally for jet aircraft. 

The fiscal year 1957 program request breaks down by services as 
follows: 

(Discussion off the record.) 

Continuation of military aid program in Greece is necessary to 
insure that aid items already furnished are properly maintained and 
utilized to forward the plans and objectives of NATO, as far as 
Greece’s participation in them is concerned. The United States is 
vitally interested in the continued effectiveness of NATO as a defen- 
sive organization to prevent aggression on the part of the Soviet 
bloc. It is considered that the effectiveness of NATO is dependent 
upon the continued acceptance by the Greek and other member 
Governments of a responsibility to meet requirements imposed upon 
them by NATO defense plans. The Greek economy is not able to 
support the established force goals without outside assistance. 

I might add that last year they spent 6.6 percent of their gross 
national product on the defense budget. 

Mr. Passman. Thank you, Mr. Secretary. In the past have we 
been able to state for the record and on the floor of the House the total 
amount of military assistance going to these nations? If we should 
be asked the question as to how much have we given since the incep- 
tion of the program up through a recent fiscal year, can it be placed 
in the record? 

Mr. Rountree. It has never been made public. 

Mr. PassMan. It has been made known. Is it not your idea that 
these figures that are classified confidential are pretty generally known? 

Mr. Rountreez. I do not think so. 
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Mr. PassmMAn. I am not so sure we are going to be able to stampede 
the floor of the House to buy this package unless we are able to tell 
them something about the amount of money to these nations. I am 
somewhat confused over how we are going to be able to go on the 
floor this year because you may have witnessed the debate yesterday 
which indicates how the people back home are feeling. 

We say this is an increase in the program. You say it is not an 
increase. Yet take the amount of the program for 1956 for Greece. 
You have almost 100 times as much in here. I dislike the record to 
indicate a hundred times without anybody knowing the figure, but I 
have to state it that way. Many of these country programs show a 
tremendous increase and I do not know how in the world I am going 
to be able to defend the bill unless I am able to tell them yes, it is an 
increase. 

We have had testimony indicating you are not asking for more 
funds than you had last year. On the other hand, we look at the 
justifications and in many instances the country program has doubled, 
some only 25 percent more, but occasionally you run across an item 
like this where it is a hundred times more, dollarwise, than you had 
last year. 

I wonder if you could not give us a little more information on why 
you have a request for so much more than you had available last year. 

Mr. McGuire. An analysis of the program that was finally allocated 
to Greece last year shows $———— for the Navy and $———— for 
training. 

Mr. PassMANn. Does that figure have to come out of the record? 

Mr. McGuire. Mr. Chairman—— 

Mr. Passman. I am trying to make mental notes of a few of these 
figures. 

Mr. McGuire. The classification of these figures is largely deter- 
mined by the State Department. I know from personal experience 
that when these numbers are mentioned, and particularly where a 
country feels that it can hang onto them as a bargaining point or com- 
mitment, I have had said to me ‘Well, this is in the Congressional 
Record and therefore when the Congress voted on it they approved 
this for us.”’ 

Now it so happened the numbers they were talking about were not 
in relation to the final sum but the country tried to hang onto the 
congressional figures. I suppose if I were in their shoes I would try to 
do the same thing. That, I think, is the basie danger. 

Mr. Rounrresr. That is correct. 

Mr. McGuire. I want to give you all the figures I can. 

Mr. Passman. | am sure you would like to. Much of this informa- 
tion has been kept out of the record or will be deleted when it comes 
hack from the agency. Are you going to be able to give us as much 
information for the record as the Foreign Affairs Committee had? 

Mr. Murpuy. Yes, sir; you will get at least asmuch. No change in 
classification. As a matter of fact, Mr. Chairman, we are trying to 
give you more. 

Mr. Passman. There are a lot of figures mentioned in the minority 
report of the Foreign Affairs Committee. 

Mr. McGutre. They are basically regional figures, I believe, sir, 
but I am attempting to give you a great deal more detail. This is a 
Committee on Appropriations which is fundamentally a committee 
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interested in the figures. We are attempting to give you all infor- 
mation. The information, generally speaking, is in these books which 
are available to the members of this committee at all times. 

Mr. PassmMan. That is true, but when we go on the floor we do not 
have these books and are not privileged to mention these figures so I 
want a few specific figures in order to try to convince the individual 
members that may talk to me about what we are doing there. All 
we can say is, “On account of it being classified we cannot tell you, 
just take my word it isO. K.” That is getting to be a thin excuse 
with the Members. 

One final question inasmuch as we are on this subject of classified 
material. You are preparing that chart Mr. Taber requested? 

Mr. Morpny. Yes, sir. 

Mr. Passman. And also the one dealing with the other phases of 
the program? 

Mr. Murpny. I am not sure which one he asked for. 

Mr. PAssMAN. He asked for a chart on military and I asked for 
one on the economic aid and technical cooperation expenditures. Do 
you remember that? 

Mr. Mourpuy. No; I did not, sir. I thought you had asked for 
the cumulative assistance since the inception of the program for each 
country. Do you want a further breakdown of the economic in some 
fashion? 

Mr. Passman. We want the total. 

Mr. Murpny. For each country? 

Mr. Passman. Yes, the total, and then for each country, and then 
pick up fiscal 1956 and estimate for 1957. We can study those tables. 

Mr. Murpny. We are doing that but that does not show any 
breakout between technical cooperation and say development assist- 
ance or defense support. 

Mr. Passman. Why not? 

Mr. Murpny. I did not understand it was asked for. 

Mr. Passman. Why do you ask for it separately in the estimates? 

Mr. Morpuy. If you recall that three-page summary table that I 
gave you earlier in the hearing, that breaks the money out function- 
ally and shows much of the same information, not all, but much of the 
same information geographically. 

Mr. Passman. Will you get that information to us as quickly as 
possible so if it is not just what we want then you can supplement it? 

Mr. Murpny. Yes, sir. 

Mr. McGuire. We rewrote this résumé on Greece last night in 
keeping with Mr. Natcher’s request that we explain some of the basic 
requirements as to why we thought this program was necessary. I| 
think that we have met his request in that manner. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


TECHNICAL COOPERATION FOR GREECE 


Mr. Passman. Under ‘Technical cooperation for Greece’”’ you have 
$1 million for fiscal 1957, is that correct? 

Mr. Dorsry. That is correct, sir. 

Mr. Passman. Compared with $800,000 for last year? 

Mr. Dorsry. That is correct. 

Mr. PassMaAn. In economic aid—— 
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Mr. Dorsry. There is also a figure for economic aid in 1957. In 
regard to this program, I would simply like to mention that all of our 
fiscal 1956 MSP has been in the form of sur plus commodities exported 
under section 402. In fiscal 1957 we expect to provide a large part in 
the form of surplus agricultural commodities. As I explained yester- 
day, it will be mainly bread grains. These salable goods which we 
provide to the Greek Government will afford them proceeds when sold 
in the local market which the Greek Government can use as part of 
its revenue. 

On the technical assistance side the projects are given in complete 
detail on page 23 of the project book that I mentioned yesterday. 
You will note, sir, that there are several new projects. They are small 
but they cover improvement of the management of the Greek rail- 
roads, training in modern manufacturing and processing methods, 
training in hospital administration, assistance to the Greeks in the 
formation of an investment bureau which will help them to encourage 
and facilitate private investment, training in standardizing and 
simplifying building materials, and, lastly, some help in the peaceful 
uses of atomic energy. 

I would like to add one other fact for the record; the revenues 
which the Greek Government will derive from the sale of surplus 
commodities will be used as a part of their defense budget. 

(Discussion off the record.) 

LOANS 


Mr. Passman. Mr. Dorsey, I observe from the justification sheet 
here, page 193, that in 1956 you had a $15 million loan listed for 
Greece. Did you make the loan of $15 million to them? 

Mr. Dorsry. Yes, sir. 

Mr. PassmMan. What term loan? 

Mr. Dorsry. I am informed that was the standard 40-year ma- 
turity loan. 

Mr. PassMAN. Similar to the soft loans referred to by the Director? 
Off the record. 

(Discussion off the record.) 

Mr. Murpny. I consider it a good loan. There may be some 
misunderstanding as to the intent of Mr. Hollister’s statement. 

Mr. Passman. I do not think so. 

Mr. Murpuy. Let me see if I can explain. I am having this 
checked but this is what Mr. Hollister intended to convey, as I 
understand it, that there would be more loans in this program than 
we have if we were willing to resort to loans that were so soft as to 
constitute a partial grant. 

Mr. PassmMan. That is not what Mr. Hollister said. You interpret 
it your way and I will interpret it my way. 

Mr. Murpny. I am sure he did not mean to imply that the loans 
we made were soft in the sense that we do not expect repayment on 
them in full. 

Mr. Passman. We may be in session a long time. Let us see what 
he said. I heard this before Mr. Hollister ever made the statement. 
I am not taking it out of context but I am using the last sentence in 
the second paragraph: 


Our efforts this year to increase volume of loans made under the program have 
had somewhat disappointing results. We have found that the use of a loan 
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rather than a grant is frequently, for either political or economic reasons, incon- 
sistent with the attainment of our objectives, unless the loans are so soft, their 
terms so liberal, that they constitute partial grants. 


Mr. Murpny. In other words, the results were disappointing 
because we had hoped we could get more loans but the only way we 
could have gotten more would be to go to loans which would be so 
soft as to constitute partial grants so we did not go to that extent 
and we consider the loans we did make, which will be over $200 
million, will be repaid in full. 

The record so far on the loans we have made, Mr. Chairman, 
substantiates that confidence, I believe. 

Mr. PassmMan. $569,000 paid back? 

Mr. Murpuy. Which is what the loan terms required. The inter- 
est payments have all been paid on time and amount to $121 million. 
So until somebody fails to make a payment of principal or interest in 
accordance with the schedules in the loan then they are not in default. 

Mr. Passman. I believe you had some experience handling these 
loans and so far as you are personally concerned you think these na- 
tions, notwithstanding the fact that they are poor and need more 
money to build their economy, will be more dependable than they 
were back after World War I when they all defaulted on the bona fide 
loans. Do you think we can expect to collect these loans this time 
notwithstanding the fact that we canceled them after World War I? 

Mr. Murpeuy. We fully expect to collect. 

Mr. Passman. Why do you think they will have such an improve- 
ment in their repayment record as against after World War I? 

Mr. Mourpuy. There is an important difference. Those made 
during or after World War I were dollar loans requiring repayment in 
dollars. The loans we are making currently practically in all in- 
stances require repayment in the currency of the country and it is one 
thing for a country to get up foreign exchange to pay back a debt and 
another thing to raise revenues in their own currencies to pay back 
the debt. 

Mr. Passman. While we are discussing loans do you know of any 
instances where we agreed to modify provisions of the loan and accept 
something else on those loans we canceled? 

Mr. Murpuy. You mean after World War I? 

Mr. PassmMan. Yes. 

Mr. Murpny. No, sir. 

Mr. Passman. Oversight, I guess, on the part of our Government? 

Mr. Murpny. That was before my time. 

Mr. PassMan. Just an oversight I will bet you. 

Mr. Taser. Those World War I loans were for all those things that 
had been supplied to permit the folks who were allied with us to 
carry on the war and were made during the war. They were not 
loans made after the war for the rehabilitation of these countries and 
their economy. These loans that we are giving now insofar as they 
go are all for the purpose of rehabilitating their economy. 

Mr. Passman. It is a beautiful statement, but if I may have my 
way I think a loan is a loan and for many years we carried those 
World War T loans on the ledgers and expected to collect them and 
wound up disappointed when only 1 or 2 nations, Finland heing 1 
in particular, repaid the loans. 


ee 



















361 


DISPOSAL OF GRAINS SUPPLIED GREECE 


Mr. Lanuam. How does Greece sell these food grains? On what 
basis? Do they sell them at the market price; or do the people them- 
selves get any benefit from our giving these grains to the Government? 

Mr. Dorsey. The grains are sold by the Government to local dealers. 
The people then buy them at local market prices. 

Mr. Lanuam. At the local market price? 

Mr. Dorsey. Yes. 
Mr. Lannam. Thank you. 
MILITARY- 


ASSISTANCE PROGRAM 


Mr. Taner. This ———— that appears here as the 1956 military- 
assistance item, does that mean that the only military supplies that 
were delivered to Greece were of that amount? 

Mr. McGutre. No, sir. That is the amount put into the—— 

Mr. Taser. I suppose that is classified. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. McGuire. The $——-— shown in the program column for 
fiscal year 1956 is the amount of aid programed for Greece last year. 
That does not have anything to do with deliveries or expenditures for 
Greece. 

Likewise the amount of $———— programed for this year has 
nothing to do with the expenditures next year. Thisis primarily antic- 
ipating the requirements of Greece over a time-phase basis so that 
there will be a constant and even flow, to fill those requirements. I 
believe it is fair to say that last vear the Defense Department in 
evaluating its overall program took a calculated figure while they were 
making a reappraisal of the deficiencies. They then allocated funds 
to countries where they felt they had to keep the continuity of the 
program flowing in future years. I would call to your attention, sir, 
that as of February for the entire Greek operation there was $———- 
in round figures left to be accomplished. That figure will be lower, of 
course, by June 30. 

We are preparing for you, as you requested yesterday, expenditures 
on a yearly basis by country. It was considered last year that the 
Greek program would not need additional requirements put into the 
pipeline for the program to supply the future years. Let us say Greece 
at that time was given a higher priority in the exercise of reducing the 
backlog. What we are attemptirg to do here, and I am sure you w vould 
agree with me as sound business, is to balance this backlog so it is in 
consonance with future requirements. It amounts to an inventory 
balancing exercise that must be done with all inventories. 

Mr. Tasnr. Off the record. 

(Discussion off the record.) 


FURNISHING OF MILITARY VEHICLES AND EQUIPMENT GENERALLY 


Mr. Taser. Please tell us how you operate this program. 
Mr. McGuire. In the case of aircraft we are faced with the problem 
of depending upon the types that our own services are using. There- 
fore, when we place an order for aircraft—this has been true in the 
past— -we must wait until the new type plane which the service has 
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procured is delivered to the service, thereby releasing the plane which 
we have ordered. Usually the plane that the service has procured 
is more modern. For example, they purchase an F—100 versus the 
F-84-F for MDAP. We have had to wait for the delivery of the F—84 
during the lead time required to produce a more modern plane pur- 
chased by the Air Force. This time is in addition to the lead time 
required for the Air Force to rebuild the F—84—F we are purchasing 
and deliver it to the recipient country. The Air Force pays for 
the rebuilding costs. 

As we are getting farther along on this program we are beginning 
to get simultaneous production. In the case of the F—84—F’s, we are 
getting production from Republic directly for MDAP. Unfor- 
tunately Republic was shut down by strike, which has interfered 
with the deliveries of aircraft procured from them. 

It might be interesting to the committee to know the problem we 
have had in deliveries. It is one thing to deliver a plane to Mont- 
gomery, Ala., and another to deliver a plane to Turkey. In an effort 
to save money, we attempted to put on what we call Operation High- 
Flight in which we were to fly the planes across the Atlantic. In 
doing this, we saved the cost of protecting the plane while being trans- 
ported across the water. We have planes stacked up all along the 
coast as faras Newfoundland. Because of severe weather conditions, 
it was considered too perilous for the pilots to fly them, and deliveries 
were delayed. That is one reason why we did not get our deliveries 
made according to schedule this year. 

I might add we have just made arrangements with the Air Force 
whereby, instead of using a percentage figure for the packing, crating, 
and handling related to the dollar cost, we are insisting, that on the 
big-ticket items, the Air Force charge us only for the actual delivery 
cost. I think that is the common industrial practice on big-ticket 
items. 

The F-100’s will be procured for MDAP directly. However, I am 
working to see if we cannot get a lighter weight plane for this program. 
At the moment we are dependent on the engineering abilities of our 
country to supply the kinds of planes suitable for use by our own 
service. These planes were not primarily engineered and developed 
for the missions of MDAP recipient nations. As an example, the 
Turkish Air Force will fight in Turkey. I am seeking to develop a 
lightweight fighter suitable for MDAP countries which will cost less 
for initial production and maintenance. I think we are on the track 
of something there. 

(Discussion off the record.) 

Mr. McGuire. When you get into the vehicle aspect, the Army 
has been supplying us with so-called World War II type vehicles. 
Those vehicles have to be rehabilitated before they can be delivered 
to us. The Army has exhausted that supply. They estimate they 
will complete the delivery of all World War II types by September. 
Therefore we find ourselves—and I think fortunately from the stand- 
point of operating and program efficiently—at the point where we 
must procure a truck to suit our purposes. I do not think the require- 
ments of this program are necessarily the same as the type trucks the 
Army uses. We are looking for a good sturdy vehicle that does not 
have all the frills, which are high in initial cost and expensive from a 
maintenance point of view, to give MDAP recipients. 
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There are other points I could elaborate on but I think I have given 
you the general tenor of our thinking. 

Mr. Taser. What are most of the vehicles? Are they trucks, pas- 
senger cars, jeeps, and that sort of thing? 

Mr. McGuire. There are only 300 jeeps to be delivered, and they 
are all coming out of rebuild depots. They do not enter the rebuild 
depots until the Army has others to take their place. The surpluses of 
the Army have been exhausted. 

In this program there are 408 2\%-ton 6 by 6 cargo trucks. As you 
know, this truck is a 6 by 6 wheeler and it is a heavy-duty truck. It 
has special springs. It is a much different truck than a commercial 
truck. A commercial truck would not stand up under the conditions 
that this truck is subjected to. However, | certainly would not buy 
for this program the present Army modernized Water Buffalo truck, 
which I consider is overengineered for our purposes. 

Mr. Taner. You have general purpose support vehicles. That 
runs into quite a big figure. 

Mr. McGuire. Well, the general purpose support vehicles figure is 
$————- in the program. Of that there is only $———— that is actually 
vehicles. The rest is spare parts. What that means is that the trucks 
we have put into the program and supplied are beginning to use more 
spare parts as they get older. 
MILITARY VEHICLES AND EQUIPMEN'T 


PROGRAM FOR GREECE 





Mr. Taner. Now, take the Greek program. I do not know if 
you want this on the record or not, but the Greek program seems to 
have had only $——--— put into it out of the 1956 money? 

Mr. McGuire. Yes, sir. 

Mr. Taser. And a good deal more than that going out? 
Mr. McGuire. Yes, sir. I call your attention to the balance that 


the Greek program is now down to, $---—-, and I would say as of 
June 30 that figure might be around $ . We are attempting 


to do two things: (1) Is to balance out the spare parts for future 
years. That has nothing to do with this year. (2) We are providing 
$————- for the Navy, which is obviously for long lead time items. 
You cannot buy a battleship today and have it tomorrow. It is a 
long-range type of operation, and you are familiar with the native 
labor problem. 

There is one other thing I think is important for this committee to 
know. We gave to the committee a chart on our unexpended balance 
and plotted that against our requirements. I think we have an 
operating tool now which we can use which was not available a year 
ago. We receive a report from the MAAG’s world-wide each quarter, 
showing what the deficiencies were at the end of the quarter for which 
they prepared the report. In other words, what equipment they 
needed to fill their requirements in accordance with their schedule. 
The MAAG is our field director, you might say, on the scene and 
knows more than anyone else what the.country can absorb. The 
report also. shows what they will need in the next twe quarters. 
These reports were instituted about a year ago. I consider them to 
be just getting to the point where they are of material assistance. | 
look forward to the reports to give us a currently revised basis each 
quarter as to specifically what the requirements are worldwide. This 
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assists us in implementing the operations we agreed to take care of, 
subject of course, to the will of the Congress to appropriate the 
money. The report, as I look at it, is no more than a standard 
operating tool as used in retail business. But this is a new report in 
this operation, and I think is a big step forward. I think a year from 
now we can show you these reports and they will be very encouraging. 


COMPARISON OF 1956 WITH 1957 PROGRAM IN GREECE 


Mr. Wiceiteswortnu. Mr. Secretary, while it is true that in com- 
paring the classified figures for fiscal 1957 with those for fiscal 1956 
that there is mathematically 100 times as much requested for 1957 
as in 1956, it is also fair to state, is it not, that the 1956 amount was 
an extremely small amount? 

Mr. McGuire. Mr. Wigglesworth, you are absolutely right. As I 
have stated before, Mr. Hensel used a judgment figure last year and 
then allocated the money where the fires were hottest. 

Mr. WieeiesworrnH. And as a result of that policy very little was 
done in this particular country? 

Mr. McGuire. Some countries had to carry on from a pipeline 
point of view. We have reduced our overall unexpended balances 
from $6.1 billion to $5 billion. One way to reduce that figure is to 
level off the program. That is standard-inventory operating pro- 
cedure. 

I think Mr. Hensel also made it clear that probably after his re- 
evaluation and his very conservative approach to the problem that 
there would be some substantial increases from a program point of 
view but not from the point of view of doing more for the country. 
What we are doing is meeting the same commitments we had last 
year. There are some things you can pass up and not do, but in the 
case of a spare part for a truck that breaks down, you have to have it 
this year or the truck lies idle. : 


DEFENSE SUPPORT 


Mr. WrecteswortH. You have given Mr. Taber, on or off the 
record, the details, I think, contemplated under the military assistance 
program. I am just wondering whether the increase in that program 
overall might not justify a larger decrease in the defense support 
recommendation than is reflected in the present request of $ 
compared to $26.2 million in 1956? Is the computation of that de- 
fense support figure included at some point in this justification? 

Mr. Dorsey. One point I should like to bring out, Mr. Wiggles- 
worth, is that a portion of the drachmas obtained by the Greek Govern- 
ment from the sale of surplus grains is used, in turn, for troop pay. 

Mr. WiaeLeswortn. I understood you to say that before, but m 

uestion was directed to the amount of defense support requested. 

ther countries have been reflected in the confidential sheets here. I 
am wondering if any computation is included for Greece? 

Mr. Dorsey. On page 195, at the bottom of the page, under 
“Defense support”; the left-hand side. 

Mr. WiceieswortH. But that does not give me the mathematics 
of why you are asking for $ 
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Mr. Dorsey. I think we can say that the requirements of the 
Greek Government for local currency for the payment of troops are 
not affected by the import of materiel described by the Secretary. 

Mr. Wiaeieswortu. Is there an adverse balance of payments in 
this country? It Jooks as if there is an unfavorable trade balance of 
$165 million, and that the balance of payments is favorable; is it not? 

Mr. Dorsey. The net balance is slightly unfavorable. 

Mr. WiaaiteswortH. What is the basis for this defense suppor 
reqmem for $ ? , 

Mr. Dorsny. May I point to the other table on finances at the 
bottom of page 191? You will see that there is a deficit in the Central 
Government Budget. The deficit has been increasing for the last 
2 years. 

Mr. WiceLteswortH. That is in Greek currency, is it not? 

Mr. Dorsey. That is correct. And you will also see that the 
defense expenditure, as a percentage of gross national product, is 
high in Greece. That is the figure just below that. I have a table 
here. 

Mr. WiaeLeswortH. How did you arrive at this particular figure? 

Mr. Murpuy. May I mention the 15 million deficit in the Central 
Government Budget for fiscal year 1956 is after the application of 
these local currencies and not before. Up above there there is deficit 
before counterpart, and the counterpart is subtracted, and the 9 
million in 1955 and estimated 15 million in 1956 are after the release 
of the United States currencies. If we were to overcome the entire 
amount in 1956 we would have to have more drachmas released. 

Mr. Wiaa@LteswortH. You do not mean that 15 million deficit in 
drachmas is after the receipt of the $ under defense support? 

Mr. Murpuy. It is after receipt of as much of the local currency 
as will be generated when the fiscal year 1957 aid is available and is 
released. The total local currency available will be made up partly 
from counterpart drachmas and partly from proceeds from the sale 
of surplus agricultural products. But all of tbat will probably not be 
released during 1957. 

Mr. WiaeiteswortH. Why will it not all be released in 1957? 

Mr. Murpuy. In the first place it probably will not all be there and 
be sold and generate drachmas by 1957. 

Mr. WIGGLEsSwortTH. You mean that these defense support items 
are on a longer basis than the current year which is under consider- 
ation? 

Mr. Murpuy. Yes, sir. Ina good many instances the products that 
are financed will arrive in the country and generate either counterpart 
or United States owned currency. 

Mr. WiaeeLteswortH. What is generating this defense support? 

Mr. Murpny. It is practically all agricultural surplus. 

Mr. WiaeLeswortH. Why should it not be generated in 1957? 

Mr. Murpny. First of all there is the matter of the lead time in 
firming up the program and deciding which agricultural products will 
be used; and secondly, it depends on how rapidly the particular items 
are needed in Greece. 

Mr. Dorsey. I would like to mention the acute shipping shortage 
which has contributed to the slow delivery of wheat. Over the last 
4 years there were fairly uniform figures on counterpart releases and 
United States local currency grants. At the same time, the Govern- 
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ment budgetary deficit has been increasing yearly. It is for. that 
reason that we feel it would be a serious blow to the local Greek 
economy 

Mr. WiaGLeswortn. I am assuming for the sake of argument that 
defense support is needed, but I am interested in the mathematics of 
it. Why did you not recommend $100 million? How did you arrive 
at this figure of $ —? 

Mr. Dorsey. Simply because we have been trying to keep this. at 
the lowest figure we could. 








FISCAL STABILITY OF GREECE 


Mr. Taser. Will you look at the last column and the next to the 
last column on page 191 for just asecond. You will see that the total 
governmental expenditures seem to jump quite rapidly and the 
revenue seems to have gotten up to what the expenditures were esti- 
mated to be in 1955; that is, the 1956 figure seems to be that, and the 
increase represents capital outlav and other nondefense items rather 
than for the military. It looks like somebody was encouraging them 
to a rather rapid scheme for getting in debt. How about that? 

Mr. Dorsry. I would say, sir, it is largely due to two factors; the 
inflationary tendency and the military program which we feel it is 
essential to maintain. 

The average income per capita in Greece today is among the lowest 
of the NATO countries. There is still considerable unemployment 
and, although conditions are improving, there are inflationary pres- 
sures. Wholesale and retail prices went up about 8 percent in 1955, 
and the currency in circulation went up about 30 percent in 1955. 
Moreover, there is a political problem in Greece: the defense program 
tends to limit the economic development program. 

Mr. Gary. Am I correct in this: In looking over these figures for 
Greece and Iran, from my calculations it appears that our contribu- 
tion is about 7 percent of the gross national product in Greece and 
about 5 percent of the gross national product in Iran. Is that correct? 

Off the record. 

(Discussion off the record.) 

Mr. Dorsey. Yes, I think that is correct. 


ESTABLISHMENT OF PROGRAM DELIVERY GOALS 


Mr. WiGcGLeswortH. Mr. Secretary, one general question suggested 
by the reports you referred to, and that is this: When you say that 
we are behind ‘in our schedule, or ahead in it, what is the basis of 
determining the speed with which programs are to go forward in any 
given country? 

Mr. McGuire. Fundamentally your basis should be—and that is 
this new report I told you about—the ability of that country to 
absorb the equipment efficiently and properly. We have in each 
country, as you know, a MAAG chief and military team, and those 
groups are the eyes and ears who tell us. In the past I do not think 
the Department of Defense’s record in this matter has been good. 
I think there has been too much emphasis on some of the paperwork. 
I came out of a business where we get paid on accomplishments. 
That is the emphasis I am trying to put on this program. As I have 
told you, I have a target goal for deliveries of $2.9 billion for fiscal 
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year 1957. I think we have got to put the emphasis on deliveries by 
the military services more than has been done, and we are doing it. 
The military services must meet the delivery figures as set forth by 
the field requirements. This is a program which in my opinion is 
important enough to the country that it should stand on its own feet. 
and must be treated as such with respect to deliveries. I do not 
believe that enough emphasis has been put on deliveries in the past, 
sir. 

Mr. WiccLzsw orTH. Generally speaking, are understandings or 
commitments made in the field with officials of the gov ernments con- 
cerned as to what items and when those items are to be delivered? 

Mr. McGuire. I do not think it can be answered that simply. I 
would like to explain the process to you, if I can. 

Mr. Wiccieswortu. I would like to get the receiving country’s 
point of view on the matter of speed. 

Mr. McGuire. The program we are talking about has been made 
up from the MAAG’s point of view. The MAAG knows the forces 
that will be in being. 

Mr. WicGieswortH. When? 

Mr. McGuire. By years, for the next 4 years. He has set forth 
deficiencies, what will be needed, in addition to what is now on hand. 
He submits that to us and that is the program we are working on from 
the point of view of funding. 

Mr. WiGGLEswortH. So, in a nutshell, the program presented to us 
is based (a) on the receiving country’s requirements as those in the 
field estimate them; and (6) on the maximum speed with which that 
country can absorb those deficiencies if and when delivered? 

Mr. McGuire. That is correct. 1 would like to put in this caveat: 
We are not meeting requirements as fast as some of the MAAG’s would 
like to see us meet them. There is this human tendency in all people 
requesting equipment, ia that they consider their own problem as the 
only problem. We have to integrate that with a production capability 
and all the other fectors involved. If I were a MAAG Chief in the 
field I would see my problem only. That is the reason for screening 
this through the Joint Chiefs of Staff and the services. Their require- 
ments, what they would like to see delivered, are greater than we have 
achieved. Frankly, this method of reporting is new and I am going to 
have to work this river both ways. I am going to have to train the 
services how to look upon the delivery requirement, and I will have 
to train the MAAG’s when they need 12 to tell me 12 and not 15. I 
have to work both ways, in training and discipline. 

Mr. Wice.eswortH. And the result of the decrease in funds will 
be what? 

Mr. McGuire. The decrease will do two things: We will have to 
start from scratch and parcel out the funds on a priority basis. Korea 
would be a good example because there you have armies standing 
opposite one another and a truck in Korea is being used harder than 
in Greece and in addition we have not been able to modernize the 
army in Korea under the truce terms. Second, we will have to 
stretch out our programs. Then we get to this danger: The recipient 
governments as the result of past programs have made certain advance 
plans. There is no commitment on our part for the fiscal vear 1957 
program. However, there are certain forces to be supported. How 
fast the support will come is the question. If we do not get the 
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funds we will have to slow down. That is dangerous because if we 
stretch out too far we will in effect be replacing a truck because it 
has been doing the work of two trucks. As an alternate we could 
just not supply the requirements. Then we get into trouble with the 
country and create an added irritation with the program. 

Mr. Wieeiesworru. The United States slowing down on our 
implied commitments? 

Mr. McGuire. Yes. I consider this a practical business problem, 
and if I were in the Pakistan Army or the Greek Army and I was 
led to believe I was going to get certain things, how the fellow is 
going to supply them, I would not be particularly concerned about, 
but when I do not receive them I get picayunish and pick up other 
problems, I think in the long run that you create ill will, which is not 
good if you are to have that fellow as your friend. 

Mr. WigGLeswortH. And you say we are substantially behind on 
that. What is the condition in Pakistan? 

Mr. McGutre. I think we are picking up on the Pakistan situation. 
We are accelerating deliveries very substantially, as I said in my 
opening remarks. 

If I may take the time, I think it is important to this committee 
to know that when Mr. Gray came in and reorganized this operation, 
we set it up on a basis so that we would know more in detail about 
each country. He asked me to come here and:ride herd on the MDA 
programs. I think we have made progress in that direction. 


Loans 


Mr. WiaGLeswortH. One question, Mr. Murphy, on this loan mat- 
ter. In comparing the policy as between loans and grants, I under- 
stand you to say there has not been one cent of default to date in 
respect either of principal payments or interest: payments on any loan 
that has been made under this program; is that correct? 

Mr. Murpny. That is correct; yes, sir. 

Mr. PassmMan. Just one question, Mr. Murphy, in that connection. 
The most of these loans are new, are they not? 

Mr. Murpuy. Some of them go back as far as 1948. 

Mr. Passman. The other day you said 1952. I am talking about 
this particular program. You did not have this program in 1948; 
did you? 

Mr. Murpuy. The Marshall plan started in 1948. The other day 
I answered the question—I thought you asked when were loans 
required by law? 

Mr. Passman. Did not you say the other day that legislation on 
these other loans, with one exception, was in 1954; that you made 
some in 1952 

Mr. Mourpny. The first time legislation required loans to be made: 

es. 
. Mr Passman. Was when? 

Mr. Murpny. In 1952. Ten percent of the Marshall plan country 
aid had to be on a loan basis. But loans were made before. 

Mr. Passman. Under a prior. arrangement? 

Mr. Murpny. Yes, sir. When the Marshall plan started, some 
assistance extended was extended on a loan basis. 
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Mr. PassMAN. Would you say that was at the end of 1954? 

Mr. Murpuy. Congress required, put a floor in the act, that some 
assistance could only be given on a loan basis. 

Mr. Passman. We are going to ask for a chart on the loans to each 
nation under this program, giving the amount of the loan, when the 
loan was made, and when they made payments on the principal. 

Mr. Murpry. All right, sir. 

Mr. Passman. How much was paid; when the loan was made, and 
in what amount. 

Let us not go back and pick up possible loans. We are interested 
in loans under this program. 

Mr. Mureuy. Do you want me to start with 1948, Marshall plan, 
and come forward? 

Mr. PassMan. I want that on a separate sheet; because I was told 
the other day, I thought, that most of your loans were made based on 
the requirement of 1954. 

Mr. Murpny. I misunderstood you. I thought you asked when 
did the law require loans. The first time that law actually put any 
floor on loans required was in 1952. Then it was repeated in later 
years. 

(The information requested is as follows:) 
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Summary status of country loans as of Dec. 31, 1956 


Country 


Afghanistan 
Belgium 


China (Formosa) -..._- - 


I Jenmark- 


Germany. 
Greece 


BONE he. c cecen tesa 
TOGRW ockeecs-s 


Netherlands. idles bos atte Pitch 


Pakistan B cho tstintatiniwe ate ie dednene 


Spain 
Sweden. 
co a amare 
U nited Kingdom 
European Coal and 
munity. 


Steel Com- 


Loan agree- 
ments 


$1, 433, 933. 19 
68, 000, 478. 55 


B _. $338 


32255 


— 
= 
= 


SRNN POO D> 


S=SSSSSE25255555 


SESSS5285: 


om orks coms 


29 
NOON 


35, 


SSSSSSSSSLUSSSSESE 


ae 
: 


BS 
S 
23 
£2 


82, 475, 726. 84 
20, 400, 000. 00 
105, 006, 686. 10 
384, 800, 000. 00 


100, 000, 000. 00 


| 


Loan disburse- 
ments 


$1, 433, 933. 19 | 


68, 000, 478. 55 
3, 277, 312. 35 
33, 300, 000. 00 


225, 600, 000. 00 
16, 900, 000. 00 
10, 000, 000. 00 

5, 350, 000. 00 

189, 656, 420. 78 
17, 200, 000. 00 
30, 000, 000. 00 

128, 200, 000. 00 
17, 298, 744. 00 
95, 600, 000. 00 

149, 500, 000. 00 
39, 200, 000. 00 
15, 000, 000. 00 


3, 600, 000. 00 | 


36, 051, 000. 00 
57, 273, 515. 84 

20, 400, 000. 00 
101, 320, 528. 48 


384, 800, 000. 00 
100, 000, 000. 00 





He 


Interest 
collected 


$6, 206, 448.93 | 


2,713, 561. 64 
15, 966, 246. 57 


376, 397. 26 | 
16, 510, 263. 28 
1, 505, 589. 04 
11, 218, 934. 93 
6, 390, 000. 00° 
11, 685, 821. 92 
3, 197, 434. 93 
750, 000. 00 
"3, 050, 894. 00° 
4, 689, 746. 10 
1. 785, 698. 63 


5, 530, 269. 48 
29, 490, 287. 67 


900, 608. 91 | 


oe 


Repayment 
| of principal 


$388, 937. 50 








1, 883, 124, 245. 46 | 1, 748, 911, 933, 19 | | “721, 967, 200. 29 





568, 937. 50 
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Mr. PassmMan. On account of many of these loans being new, they 
are just now starting to mature; is that.correct? 

Mr. Murpuy. Some have not even come to the point where they 
are maturing. 

Mr. PassmMan. You will have to have more experience with these 
loans, before you know whether or not they are any good? 

Mr. Murpny. That is correct. 

Mr. WiaeieswortH. What is the amount of repayment on account 
of interest? 

Mr. Murpuy. $121 million, starting back, again, in 1948. 

Mr. Wiaaitesworts. So we are $121 million better off than if those 
loans had been on a grant basis? 

Mr. Murpuy. That is right. That is not an inconsiderable per- 
centage. I think the figure I gave was $1,883 million and $121 million 
repayment on $1,883 million I think is something like 6 percent being 
paid in the form of interest. 

Mr. Taser. What is the principal outstanding on those loans? 

Mr. Murpny. $1,883 million, minus one-half million, roughly, 
that has been paid back on the principal. 

Mr. Taser. Half a million? 

Mr. Murpuy. Half a million on principal. 

Mr. Taser. Not half a billion? 

Mr. Murpuy. No; $568,000, or approximately that. 

Mr. Passman. In other words, if you take the total aid under the 
several programs from the inception of the program and coming 
through the present fiscal year, the loans would be a very small 
percentage of the total; is that correct? 

Mr. Murpny. Oh, yes, a small percentage of the $1.8 billion. 

Mr. Passman. Approximately 4 percent of the total? 

Mr. Mourpny. It is not even that high. I think it is about 2% 
percent. 

Mr. Passman. About 2% percent would be the total under loans 
and you have not had an opportunity to determine whether or not the 
loans will be paid back, because some of the payments have not yet 
started to fall due? 

Mr. Murpuy. That is correct. 

Mr. PassmMan. You will have to have more experience before you 
can determine whether these loans are good and will be repaid? 

Mr. Murpuy. That is correct. 

Mr. WiaeteswortuH. But to date, we have not lost 1 cent? 

Mr. Murpny. That is correct. 

Mr. Wice.eswortu. I observed with interest in the Near East 
and Asia last autumn on several occasions the opinion expressed by 
high officials that they would much prefer to have a loan from this 
country, rather than a grant; because, from their point of view, it put 
their country on a more self-sustaining basis. 

Mr. Passman, I think Marshal Tito of Yugoslavia made the state- 
ment on the military assistance that if you could handle this on a 
loan basis, it would be more preferable to handle it on that basis, 
instead of a grant. Is that correct? 

Mr. Mourpuy. That is correct. There is only a little of this $16 
million made in military loans in the course of the program. 

Mr. Passman. I think in order to get the record clear on the loans, 
you could contend, if I borrow $500 from you, that it is a good loan 
until such time as I have defaulted. 
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Mr. Mourpny. That is correct. 

Mr. PassmMan. And you are going to have to have more experience 
with these loans before you can determine what volume of these 
loans are really collectible. Is not that correct? 

Mr. Murpnuy. That is correct. 


TRAN 
MILITARY ASSISTANCE PROGRAM 


Mr. PassMAN. The next country is Iran. Under military assist- 
ance, the request for fiscal year 1957 is several times greater than 
the program for 1956. 

Mr. Secretary, would you care to make a statement on that? 

Mr. McGuire. The total military-assistance program requested for 
Tran in fiscal year 1957 is $————. This amount is to provide, con- 
sistent with Iran’s ability to utilize, military assistance required to 
maintain internal security and provide some resistance to external 
aggression. 

Past programs, fiscal year 1950-56, have amounted to $ 
These programs have provided unit equipment to meet a portion. of 
the screened deficiencies of the Iranian Army, as well as training 
ammunition, spare parts and maintenance for equipment provided, 
and some war reserves. For the navy, they have provided 85 percent 
of the equipment for supported forces with spare parts, and some war 
reserve and training ammunition. No war reserve equipment has 
been provided. Unit equipment and attrition aircraft have been 
provided for the Iranian Air Force, as well as follow-on support, 
communications, electronic equipment, and ammunition. $—— of 
past materiel programs remains to be delivered as of February 29, 
1956, all of which has been obligated for long lead-time items. $ 
million is for the army, principally for 155-millimeter howitzers and 
wheeled-motor vehicles. $ — for the navy, principally for small 
ships and harbor craft and spare parts. $— for the air force, 
principally for C-47 and T-33A aircraft. 

The fiscal year 1957 program request breaks down by services as 
follows: 

(Statement off the record.) 

For the army this amount will continue the support of 
divisions and provide additional screened unit equipment deficiencies 
for authorized units, additional maintenance spare parts and replace- 
ments for equipment lost through attrition, sufficient additional 
training ammunition to accomplish planned training, some war 
reserve of ammunition and dollar costs of essential construction of 
depots, troop housing, defense sites, and training support. 

For the navy this amount will continue the support of -——— ships 
and provide additional spares to meet maintenance requirements of 
equipment provided under previous programs, and sufficient additional 
training ammunition to maintain unit effectiveness. 

For the air force this amount will continue the support of 
aircraft by providing an additional 1-year level of follow-on spare 
parts for maintenance of aircraft and other equipment provided 
under previous programs, ———— training aircraft, a 1-year level of 
training ammunition, and dollar costs of essential military construc- 
tion projects. 
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Continuation of the military aid program in Iran is necessary to 
insure that aid items already furnished are properly maintained and 
tilized to forward the national objectives of the United States in the 
Middle East area. With Iran’s adherence to the Baghdad pact, the 
United States is also interested in insuring that Iran maintains the 
forces and materiel that she may require to participate in such mili- 
tary plans as the pact organization may adopt. It is considered that 
the military effectiveness of the Baghdad pact is dependent upon the 
acceptance by the Iranian and other member gover nts of a con- 
tinuing responsibility to meet requirements which may be imposed 
upon it by the pact organization. The Iranian economy is not able 
to support the established force goals without outside assistance. 

Mr. Passman. Thank you, Mr. Secretary. 


TECHNICAL COOPERATION 


On page 207, under the technical-cooperation program, you had 
$8 million Jast year, and you request $8 million for fiscal year 1957. 

Mr. Dorstry. Yes, sir. 

Mr. PassmMan. Are you going to make a statement on that? 

Mr. Dorsey. I would like to say here that our emphasis is on the 
internal economic problem in Iran today. Iran’s foreign exchange 
position is excellent; income from petroleum exports is at the present 
rate of around $120 million a year. Now, if I may go off the record 
here for a moment. 

(Discussion off the record.) 


LOANS 


9) 


Mr. Passman. Under the caption ‘Financed by Loans,” in the 
program for 1956 there is $10 million. 

Mr. Dorsey. Correct. 

Mr. Passman. And proposed for fiscal 1957, you do not indicate 
what, if any, will be on a loan basis. 

Mr. Dorsry. We have not indicated for any of the countries the 
exact percentage that would be in the form of loans. 

Mr. PassMan. That is what I want to clear up. It may be much, 
or it may be very little, depending on the circumstances? 

Mr. Dorsry. Right. Certainly we will attempt to program the 
maximum amount possible in loans. 


OIL PRODUCTION 


Mr. Gary. What is the situation with reference to oil production 
in Iran now? 

Mr. Rountree. Current production, I understand, is at the rate 
of about 27 million tons per year as compared with a ‘prenationaliza- 
tion level in excess of 32 million tons per year. 

Mr. Gary. Why the decrease? 

Mr. Rountree. You may recall that oil production in Iran came 
to a complete standstill as a result of nationalization in 1951. The 
agreement with the new consortium which undertook to cooperate 
with Iran in producing the oil came into effect the latter part of 1954. 
It has taken some time to organize the operation, reschedule tankers, 
and so forth, and get the oil flowing again. 
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This performance is, in fact, beyond that anticipated at the time 
the negotiations took place with the Iranian Government and reflects, 
: think, a very satisfactory relationship between the consortium and 

ran. 

Mr. Gary. But you anticipate it will be built up to the prenational- 
ization level? 

Mr. Rountree. Yes, they anticipate that and, in the light of world 
er for oil in all probability it will exceed the prenationaliza- 
tion level. 

Mr. Gary. I stated a few moments ago apparently our contribution 
to Iran amounts to about 5 percent of its national gross production. 

Mr. Dorsry. That would include military assistance. 

Mr. Gary. Yes, the entire program. Our entire contribution for 
all purposes apparently would amount to about 5 percent of the 
national gross production of Iran. 

Mr. Dorsry. Yes, sir. 

Mr. Lanuam. (Statement off the record.) 

Mr. Denton. This country nationalized her oil interests, did it not, 
about 4 or 5 years ago? 

Mr. Rountree. Yes, about 4 or 5 years ago. 

Mr. Denton. Who purchased the oil in that country before that? 

Mr. Rountrer. The Anglo-Iranian Oil Co. 

Mr. Denton. When it nationalized its oil production, did it make 
any agreement to reimburse this company that was purchasing the oil? 

Mr. Rountresz. An offer was made to pay compensation out of 
future earnings, but an agreement was never reached with the British 
company. 

Mr. Denron. Are they paying this company anything out of the 
oil they produce? 

Mr. Rounirer. Under the arrangement, on the question of com- 
pensation, what happened was that five American companies joined 
with the British Anglo-Iranian Co., the Royal Dutch Shell, and the 
French Petroleum Co., to form a consortium which undertook an 
agreement among themselves as to how the operation would be carried 
out. The agreement involved the other companies buying into such 
interest as the Anglo-Iranian Corp. had in Iran, and thus, payments 
were made by them to the British firm. There was an agreement 
between the new consortium and the Iranian Government, and 
paralleling this there was agreement between the Anglo-Iranian Oil 
Co. and Iran. Under this total arrangement the compensation 
question was settled. 

Mr. Denton. And these syndicated companies you have spoken of 
now operate the refinery and the wells producing oil in Iran? 

Mr. Rountree. Yes, sir. 

Mr. Denton. How much of the production of oil does Iran get? 

Mr. Rountree. Under the agreement, the profits from the oil 
operations are divided 50-50. The division is derived from a formula 
involving the payment of what might loosely be termed royalties, 
plus Iranian tax upon the operation. In essence, there is a 50-50 
division of profits. 

Mr. Denton. Therefore, of all of the gasoline and oil produced, 
half goes to Iran and half goes to the syndicate? 

Mr. Rountree. It is a question of division of the profits rather than 
the oil. The consortium actually acquires the vast majority of the 
oil produced in Iran. The Iranian Government has its own oil 
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company, known as the National Iranian Oil Co., which operates in 
part of the territory that was formerly under concession to the Anglo- 
Iranian Oil Co., and operates one of the refineries formerly owned by 
the Anglo-Iranian Oil Co. The products derived from this operation 
are used for internal requirements. Under the agreement, the 
Iranian Government can, at its discretion, receive and market a 
certain percentage of the oil produced by the consortium. But also 
under the agreement, the consortium will buy all of that oil from the 
Iranian Government at favorable prices. Thus, in effect, the oil 
consortium acquires virtually all of the oil exported from Iran through 
its arrangements with the Iranian Government. 

Mr. Denton. And the Iranian Government gets 50 percent and 
ew gets half of the profit. Does that amount to only $120 
million? 

Mr. Rountrer. They are now producing at a rate providing 
about $150 million a year to Iran. It is expected that by the end 
of next year they will produce at a rate providing about $200 million. 
Under the agreement, there was a minimum production guaranty 
extending over a 3-year period by which the consortium undertook 
to produce a stated amount of petroleum. That was naturally based 
on estimates of the consortium as to what they could produce, the 
rapidity with which they could reschedule their supply needs, and 
how much they could reasonably expect to be able to handle. 

Mr. Denton. I realize they have produced a good deal of oil since 
this company, the Anglo-Iranian Oil Co., has operated the wells; 
but, before that, this country was a rather poor country. But should 
not this discovery of oil cut down on the amount that we have to 
pay Iran? 

DEVELOPMENT PLAN 


Mr. Rountrer. The conclusion of the new oil agreement. with the 
revenues flowing to the Government provides an opportunity for the 
Iranians to attain the fundamental desire they had for many years: 
to proceed with a development program along the lines of a broad 
plan set forth by a group of very prominent American technicians 
who went out some time ago to advise the Iranian Government. 
Now, for the first time, the Iranians have, resources which they can 
put into this development program, and the major portion of the 
revenues derived from the oil operation go into the plan. 

Mr. Denton. What is this development plan; just what are they 


doing? 

Mr. Rountree. It is an extremely comprehensive plan, covering 
all areas of Iran and all aspects of its economy, including transporta- 
tion, communications, factories, agriculture, irrigation works, water 
projects of various kinds, and so forth. 


INCREASE IN MILITARY ASSISTANCE PROGRAM 


Mr. Denton. Along that same line, the military assistance increase 
was over last year. What causes this tremendous increase in 
military assistance? 

‘Mr. McGurrz. If you will look at page 11—-10A, there is a break- 
down of the various aspects of this. The Iranian program is a 
relatively new one. We now have training teams out there and 








380 


part of it is phasing in future requirements as we can observe them. 
It is practically a new program and, if you will notice, in the air 
force there is a substantial increase. 

Mr. Denton. I see what. you are spending it for; but what has 
necessitated this —---— increase? 

Mr. McGutre. It is not an increase of that amount in that respect. 
This program is one of procuring items to be delivered at a future 
date and timi>: it as the area can receive it. This program got 
underway in 1954—late in 1954, I believe. We send our training 
teams in there and organize operations on a more modern basis; you 
phase your equipment to come in at a certain time. What we are 
talking about here is not a delivery to be made this year. From a 
material point of view, practically nothing in this program will be 
delivered in fiscal year 1957. 

You will notice there is almost $——-—— for training. There was no 
training in the program last vear. The training-program money 
will be spent this year and when the people are trained to receive and 
utilize the equipment it will begin to flow. 

Mr. Denton. How much do you carry over in that country, 
unexpended but obligated? 

Mr. McGutre. We have for the entire country $———— out of a 
total program of $ 

Mr. Denron. How far back were those orders placed, and what 
were they for? 

Mr. McGuire. They are detailed here by item on page II-10b 
and II-10c. In column 2 is the proposed fiscal year 1957 quantity of 
items and in column 3 is the dollar value. 

Mr. Denton. I am not talking about what you are going to spend 
in the future; I am talking about what was ordered in the past. 

Mr. McGuire. I am trying to arrive at that. Column 4 is the 
quantity of items scheduled in fiscal year 1956; column 5 is the dollar 
value; column 6 is the total of the previous program, which would be 
the fiscal year 1954 and fiscal year 1955 programs 

Mr. Denton. $ When did you order those tanks? 

Mr. McGuire. The total you are quoting is the total Army pro- 
gram, $— For tanks there are $ ; 

Mr. Denton. When were they ordered? 

Mr. McGuire. If those are in the fiscal year 1955 program they 
would have been ordered about a year ago this March or January, sir. 

Mr. Denton. We are in the 1955 program. 

Mr. McGuire. They were not in the fiscal year 1956 program, sir. 

Mr. Denton. They might have been in the 1955 program, too. 

Mr. McGuire. I know they were not in the fiscal year 1956 pro- 
gram. I am stating they were not. The program started in late 
1954. I cannot give you the breakdown. I can find it for you 
specifically. 

Mr. Denton. The program started in 1954, so these tanks were in 
the 1954—55 program. 

Mr. McGuire. That is correct, and they have been delivered, if 
you notice. 

Mr. Denton. They have all been delivered? 

Mr. McGuire. Yes, sir. Columns 8 and 9 show the quantity by 
item delivered through February 29. 

Mr. Denton. So you have very little there, $———. 
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Mr. McGurre. The army phase is $———. The total country 
program is $———-—. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Taser. How much of a military establishment does Iran have? 

Mr. McGuire. (Statement off the record.) 

Mr. Taser. Their export picture seems to have come up on the 
1955 estimates so that they are a little better off than they have been. 
Does that mean they are going to be able to get along a little easier, 
or does it mean we still have to go in just as heavy as you are planning 
for 1957? 

Mr. McGuire. As far as the military are concerned, sir. I think 
the military plans are realistically based on the future. As to their 
economic capabilities in future years—— 


OIL REVENUE 


Mr. Taser. Is their gross oil revenue $100 million a year on the 
basis they are currently running? 

Mr. Rounrresr. On the current basis, at a rate of approximately 
$150 million a year. 

Mr. Taser. Their food production is pretty low; is it not? 

Mr. Rounrrest. Yes, sir. 

Mr. Taser. Comparatively speaking for the size of their 20 million 
population? 

Mr. Rountresr. That is right, sir. 

Mr. Dorsry. The average caloric intake is only about 2,000 a day; 
it is quite low. 

Mr. Taser. Does that oil revenue have a prospect of considerable 
increase? 

Mr. Rountree. Yes, sir. It is expected that by next year, at 
least during the course of next year, it will rise to a rate in the neighbor- 
hood of $200 million per annum. Depending on the future world oil 
consumption picture, it might exceed that. 


IMPORTANCE OF FRIENDLY RELATIONS WITH IRAN 


Mr. Fenton. I take it from the description of this country and the 
length of their boundary along the Soviet, it is one of our most im- 
portant countries? 

Mr. McGuire. Yes, sir. It is very important that this country be 
kept in a position not only friendly to us but to have the courage to 
stand up and remain that way. 

Mr. Fenton. I can understand that. 

Mr. McGuire. They are closely integrated with Turkey in any 
operation in that general area. 

: Mr. Fenton. What is the present feeling there toward the United 
tates? 

Mr. McGuire. Reports I have had from our military people, sir, 
have been good. That answer more properly should come from the 
pees Department which has a much broader informational base than 

ave. 

Mr. Rountres. The present feeling toward the United States is 
very good, sir. I think the most important single indication of how 
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the Iranians think these days is the recent very important decision 
which was made by Iran to join the Baghdad Pact, along with Iraq, 
Turkey, Pakistan, and Great Britain. 

This represented a significant new development in Iran, and I think 
that certainly at the present time you might say their whole attitude 
toward us and the rest of the free world generally is excellent. 

Mr. Fenton. Do they have much trade with Russia? 

Mr. Rounrrer. Traditionally they have had trade with Russia be- 
cause, naturally, of the proximity. Some of the Iranian surpluses are 
available in an area immediately accessible to the Soviet Union. The 
Russians have supplied agricultural equipment and other types of 
manufactured goods in return for Iranian agricultural surpluses in the 
northern area. 

Mr. Fenton. That is trade for the oil-producing people? 

Mr. Rountree. There is no trade in petroleum. 


LEAD TIME ON PROCUREMENT 


Mr. Forp. It would appear to me, in looking over the itemized lists 
submitted for this country, that all or most of the items are of a rela- 
tively short-lead-time category. 

Mr. McGuire. Generally speaking, yes. Of course, aircraft are 
fairly long lead time. Ammunition is short, 40-millimeter guns and 
the 105 howitzers are not as short a lead time as we think of a cart- 
ridge. 

The vehicles, as I explained this morning before you came in, sir, 
will be special procurement. There are no more excess or surplus 
stocks or Army World War II type vehicles left. That will probably 
be direct procurement for MDAP. 

I would guess a fair analysis of that, after we get our program initi- 
ated and the contract placed, would be in the neighborhood of a year. 

The tank will be an excess item, so that would be a relatively short 
lead time. 

I would point out to you that this program has to be pushed on a 
priority basis. There are only $————— left if the pipeline is to be 
continued. 

Mr. Foro. Off the record. 

(Discussion held off the record.) 


TraQ 


Mr. Gary. The next country is Iraq. 


MILITARY ASSISTANCE PROGRAM 


Mr. McGutre. A fiscal year 1957 military aid program for Iraq is 
proposed in the amount of $ —. This program will, in general, 
continue to support the same level of forces as the fiscal year 1950-56 
programs, through provision of equipment, supplies, and training. 
The program includes a large portion of unit equipment deficiencies 
for authorized forces and replacement of losses due to peacetime 
attrition. It will be noted that there are no spare parts included in 
the fiscal year 1957 program, because Iraq has agreed to purchase 
her own spare parts from now on. 

(Discussion off the record.) 
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The United States has a strong interest in the security of Iraq, both 
with regard to her strategic location in the Middle East, her oil, and 
the part she has shown to play in the free world’s endeavors to stop 
the spread of communism in the Middle East. In order to allow Iraq 
to devote the maximum portion of her available resources to the 
economic development of the country, the United States has devised 
a limited military assistance program to that country. These forces 
will assure the maintenance of internal security and will increase 
Iraq’s ability to hold certain strategic points in the mountain passes 
in the event of war. 

The fiscal year 1950-56 programs for Iraq amounted to approxi- 
mately $ of which approximately $ has been delivered. 
When this program is completed, it will partially meet existing equip- 
ment deficiencies and provide a limited amount of training. The 
delivery of all materiel programed for Iraq is cheduled to be completed 
by June 1956 except for a small quantity of trucks and water trailers 
and miscellaneous equipment having a value of less than $1 million. 
The delay in delivery of these items is due to the limited stocks of these 
items in the United States and overseas, and long lead time required 
to procure this materiel out of production, either in the United States 
or through offshore procurement in Europe. 

Mr. Gary. There is an increase proposed for 1957 over 1956 in 
these programs? 

Mr. McGuire. Yes, sir; there is. 


TECHNICAL COOPERATION PROGRAM 


Mr. Gary. You have a $2,300,000 technical-cooperation program. 
Of what does that consist? 

Mr. Dorsey. The technical-assistance program provides technicians 
who are assisting the country in the development of its resources. 
Despite Iraq’s favorable financial condition—the country is an oil 
producer—it is seriously underdeveloped. However, it has great 
potential land, water, and industrial resources. In my opinion, it is 
doing an outstanding job in cooperating with and working with our 
people to achieve optimum development as rapidly as possible. 

We are enthusiastic about our program in Iraq and about the work 
the Iraqis have accomplished through their own Development Board, 
the first of its kind organized. 

Mr. Gary. Their Government has been somewhat more stable than 
that in Iran; has it not? 

Mr. Dorsry. Yes, sir. It is using funds which it derives from the 
export of petroleum wisely in the development of its water resources, 
power resources, and so forth. 

Mr. Gary. Their power resources seem to be almost double those 
of Iran, although it is a much smaller country. 

Mr. Dorsry. That is true; they have a great river system running 
through the country. They are building dams, for flood control and 
irrigation as well as for power all along that water system. 

Mr. Gary. They apparently have 56 kilowatts per hour per capita 
electric power, whereas Iran has about 25. 

Mr. McGuire. Yes, sir. 
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Mr. Dorsry. That amount will be materially increased upon 
completion of the project under way now. 

Mr. Gary. They also have a high caloric intake? 

Mr. Dorszy. Yes, sir. 


REVENUE FROM OIL 


Mr. Denton. How much does this country receive annually 
from oil? 

Mr. Dorsry. Between 250 and 260 million dollars. 

Mr. Denton. Is that oil produced nationally or do companies 
produce it? 

Mr. Dorsry. The Iraq Petroleum Co., which produces almost all 
of the oil, is foreign-owned. There is some small production by 
locally owned companies. 

Mr. Denton What royalty does the country receive? 

Mr Dorsry. It is about on a 50-50 basis. 

Mr. Denton. Are there any taxes on it? 

Mr. Dorsgry. As I understand it, there are. 

Mr. Denton. In addition to the 50-50 take which Iraq has on the 
oil produced, do they levy taxes on the oil producers? 

Mr. Rounrresr. Taxes are included in the division of profits, the 
net overall effect being a 50-50 division. 

Mr. Denton. Are they using this money to develop that country 
the same as Iran is doing? 

Mr. Dorsry. Yes, sir. They are allotting about $130 million of 
their petroleum income for sound development projects. 


REASON FOR INCREASE IN MILITARY ASSISTANCE 


Mr. Denton. What is the reason for this very large increase in 
military expenditures here—$1,600,000 plus and $15 million plus in 
military assistance? 

Mr. Gary. That particularly in view of the large trade balance 
and relatively good economic condition of the country. Why should 
we have to increase our military aid at this time? 

Mr. McGurre. I think it is known, sir, that for some years past the 
British have been contributing heavily ia the support of these troops. 
The program as outlined here is one of fulfilling the responsibilities 
that we have felt to be ours, and anticipating it and putting it in the 
program now so we will have the materiel available when needed to 
support these units. 

The difference between this year and last year, and I might say in 
the total this is a relatively new program from our point of view—— 

Mr. Denton. (Statement off the record.) 

Mr. McGuire. If you notice it is all in the army. I might point 
out to you that this is different from some of the other programs. It is 
basic equipment replacing some other equipment. It is not attrition 
equipment. 

Mr. Denton. That is what I am trying to get at. Is that not a 
heavy item expenditure to equip these forces? Is it not a heavy. load 
on this country in view of the good financial condition of that country 
due to its oil resources? 

Mr. McGutre. I am afraid I would have to turn the economic 
phase over to the economic people. This program has been developed, 
as you know, on a team basis, the MAAG team in Iraq as well as in 
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other countries has an ambassador and a United States representative 
who evaluate the program. I don’t think these programs come out 
of the countries without consideration of the question you are asking, 
and with a weighing of those questions. 

Mr. Denton. The answer may be ‘‘Ask the people over there.” 

Mr. McGutre. No, sir; I don’t agree that necessarily follows. 

Mr. Denton. The answer is that they have the information and 
we would have to get it from them? 

Mr. McGuire. No, sir. I said I would turn the economic phase 
over to them. I am speaking only of the military requirements we 
think necessary to fulfill our obligations and which the country cannot 
pay for. 

One more thing: The British put into this country $7 million this 
year. Military operations are an expensive machine to support and 
equip. 

Mr. Denton. Do you have any evidence that Russia or the Com- 
munist countries are offering either military or economic assistance to 
this country or Lran? 

Mr. McGurire. Not that I know of. They could have made an 
offer this morning. I will check it for you specifically. 

Mr. Rountrer. You know, Iraq does not maintain diplomatic 
relations with the Soviet Union at the present time. They are 
strongly anti-Communist. They withdrew their Ambassador from 
the Soviet Union and asked their representative to return from Iraq. 

Secondly, they are a member of the Baghdad Pact. They are a firm, 
active member of that collective security organization. 

We mentioned here that they have a really aggressive forward- 
looking program to develop their economy, and the improvement of 
their people. They are investing their money very wisely. 

We feel that from a political point of view it is certainly to our 
advantage to give to this member of the Baghdad Pact, the western 
collective security organization, this kind of support which we believe 
they need. 

Mr. McGutre. May I add some further information? I am 
informed it costs between $65 million to $165 million for TO&E 
equipment only to equip an American division, depending on the type 
of division. 

(Statement off the record.) 

Mr. Denton. Who is doing that? 

Mr. McGurre. The Iraqian Government. 

Mr. Denton. I thought they had just ———— forces. 

Mr. McGurire. That is all we are supporting, sir. 

Mr. Denton. They have others? 

Mr. McGurre. I think a fair answer to your question would be 
that they are doing a very substantial amount on their own, and also 
in conjunction with the British. 

Mr. Denton. They have an air corps and other divisions and a 
navy they are supporting themselves. 

Mr. McGutre. Yes, sir. 

Mr. Taser. There is no money in here for defense support in Iraq; 
is that correct? 

Mr. Murpny. Correct, sir. There is no defense support. 

Mr. Tarer. What we are doing in connection with these forces is 
simply maintaining the military supplies and equipment? 

Mr. McGuire. We are doing some equipping to bring the divisions 
up to the proper posture from our point of view, sir. 
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DELIVERIES 


Mr. Taser. The deliveries through the fiscal year 1956 will be a 
good deal more than this figure? 

Mr. McGutre. I stated we expect to make 100 percent delivery 
in this country by the end of this fiscal year. That might vary, 
though. 

Mr. Taser. That means you will have delivered something in the 
neighborhood of $ ? 

Mr. MeGutire. That is right. 

Mr. Taser. This year? 

Mr. McGuire. No, sir. 

Mr. Taser. That is the total? 

Mr. McGutr_e. Yes, sir. 

Mr. Taser. And in fiscal 1956 it would be about $ ? 

Mr. McGutre. I am getting figures for you on the deliveries to 
the country, sir. We will adiver by the end of this year, for all 
practical purposes, the entire program which is now programed 
through fiscal years 1950-56, which amounts to $ Therefore, 
we have practically a dry situation from a pipeline point of view. 

Mr. Fenton. In view of that last statement that Iraq is more or 
less independent and has refrained from any dealings with Russia, 
I am just wondering, since they are so close to Saudi Arabia and the 
other Arab countries, whether or not she still holds fast to her friend- 
ship for America? 

Mr. Rountree. Yes, sir; I think that is quite true. 

Mr. Fenton. That is another country we should be helping to the 
best of our ability, then. 

Mr. Rountree. We feel, sir, that it is. 

Mr. Forp. We have a MAAG mission there for all three branches 
of the service? 

Mr. McGurre. No, sir; just for the Army. 











PROCUREMENT OF EQUIPMENT 


Mr. Forp. Are they securing their equipment from us in the other 
two branches of the service? 

Mr. McGuire. I don’t know the answer to that question, Mr. 
Ford. Let me check it. , 

I think they are procuring most of their equipment of that nature 
from the British. The British also are giving them substantial aid. 

There you get into the problem of uniformity of type of equipment. 
In this particular case I want to point out to the committee that in 
the tank item there are tanks. They are Centurion tanks. 
It would be difficult to-integrate our tanks with the Centurion tanks 
from the supply point of view. 

Mr. Forp. As I understand the situation, both Great Britain and 
we have a very substantial interest in the maintenance of military 
forces over and above what Iraq would do for itself? 

Mr. McGutrs. I think that is a correct statement of the situation. 

Mr. Forp. And the net result is that Great Britain in one way or 
another is helping in the case of the navy and the air force, and we are 
assuming as a responsibility the army? 
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Mr. McGuirzg, I think you can go further in that statement. 
Great Britain also is assisting in some of the army units which we are 
not supporting. 

Mr. Forp. They are supporting some army units? 

Mr. McGurre. They are contributing; yes. I am not certain of 
the exact degree, sir, but. they are in there pitching on that. 


IsRAEL 


Mr. Gary. The next country is Israel. 

Mr. McGuire. We have no military program for Israel, sir. 

Mr. Dorsey. Mr. Chairman, we are asking funds for Israel for 
1957, for development assistance and technical cooperation. 

Off the record. 

(Discussion held off the record.) 

Mr. Dorsey. Israel is deficient in resources to meet the needs of its 
people. The Israelis are carrying out a major development program 
with their own resources, contributions from private sources, German 
reparations, and borrowing. 

We are attempting to assist them in increasing their production 
and in attaining a better balance in international trade. 

By doing so, while we are at the same time continuing aid to the 
Arab States, we believe that our program demonstrates our interest 
_ the development of the whole Near East on a fair and equitable 

asis. 

I would like to conclude by saying that the Israelis have made major 
progress in economic development over the years since the creation 
of that State. 

SHIPMENT OF ARMS TO ISRAEL 


Mr. Gary. Is it not possible that if this shipment of arms by the 
Communists continues to the surrounding Arab countries, it will be 
necessary for the United States to revise this program very sharply? 

Mr. Rountree. I don’t think, sir, that I am in a position to com- 
ment. authoritatively on that. I can only reflect our present policy, 
and I am not able at this time to speculate on what we might have 
to do in the event of various contingencies. 

Mr. Gary. |] think the Secretary said when he testified that it was 
a program which you had under constant consideration. 

Mr. Rounrree. Grant military aid for Israel is not one of the items 
which has been under consideration. 

I think what the Secretary had in mind in saying that the matter 
was under constant consideration is the question of arms sales to 
the Arab States and Israel, our policies concerning which must be 
determined on the basis of the situation prevailing at any given time 
and our estimate of what would serve the peace. 

Mr. Gary. Are there any limitations on the amount of arms that 
private industry can sell to these countries? 

Mr. Rountree. Yes; as well as upon arms which countries in the 
area might buy through reimbursable arrangements with the United 
States Government. 

Mr. Denton. I want to ask the same question. All around this 
country we are giving military assistance. Why don’t we give them 
military assistance since they are in trouble and it might balance the 
strength? 
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Mr. Rountree. We do not give military assistance to Jordan, 
Syria, or other countries immediately surrounding Israel. One of the 
great problems of the area today, as you well know, is to pursue a 
policy which reflects on the one hand our interest in the maintenance 
of the State of Israel, and on the other hand our traditional friendship 
for the other states in the area. 

I think the problem of providing military programs to any of these 
countries must be viewed within this whole context. 

Mr. Denton. Didn’t we just ship tanks to one of the Arab coun- 
tries, the order was remanded, and then it was reinstated? 

Mr. Rounrrer, That was under a reimbursable agreement, and 
not. a military aid agreement with Saudi Arabia. 

The countries in the Near East have not traditionally looked to the 
United States as their source of supply for military equipment. They 
have looked to European suppliers for the most part. There is one 
exception to that; Saudi Arabia, which has made most of its military 
purchases from the United States over a period of years. 

When the question of arms to Israel in substantial quantities arose 
this past fall, we took under advisement the Israeli request. Since 
that time we have followed a careful policy of screening all arms re- 
quests to the area and have approved very limited quantities. 

Regarding the question of the Saudi Arabia tank shipment, the 
covering license had been issued pursuant to an agreement concluded 
with Saudi Arabia many months previously. The license was valid; 
the shipment had been authorized; the tanks had been paid for, and 
there was no reason for not proceeding with the arrangement. 

Mr. Denton. Then why did they countermand the order? 

Mr. Rountres. When this matter arose late one night, the ques- 
tions put to the Department of State from various quarters rendered it 
advisable in the judgment of the responsible officers temporarily to 
defer the shipment and have a new look at the situation as a whole to 
be sure that the policies under which we were proceeding were being 
adhered to, and that everything was in order. 

We did review the entire situation. After that review the decision 
was taken to ship the tanks. Shortly after that the Secretary and 
Mr. Hoover appeared before congressional committees and gave a 
complete explanation not only of the circumstances surrounding this 
shipment but of our general policies in relation to arms shipments to 
the Near East. 

Mr. Denton. The Israelis had asked for arms at that time? 

Mr. Rountren. Substantial quantities; yes. 

Mr. Denton. Why couldn’t we make a contract with Israel, too? 

Mr. Rountree. The substantial arms request made by Israel came 
after the situation in the Near East had developed into a new and 
critical state. The request was made under circumstances which 
rendered it in our judgment wise to take a new and very careful look. 

The tanks to Saudi Arabia were shipped in accordance with licenses 
which had been issued pursuant to commitments made prior to this 
new situation. 

Mr. Denton. But the situation was inflamed. 

Mr. Rountres. I would like to point out that at the time this 
question arose, there were oustanding licenses totaling only $16 million 
which had been granted over a period of several months; that is, 
— for arms to Israel, to Saudi Arabia, to all of the other Arab 

tates. 





es test 


ROR TS 


ERENT LE EM ot 





ee ce eel en 


eee 


GOEL ARLEN i PE 





Se eee 


sclpusilie ss eats 


389 


Mr. Denton. From us? 

Mr. Rountree. Yes, sir. Those licenses included spare parts, 
maintenance items, civilian-type aircraft and spare parts, all of which 
fall in the category of military items under our licensing procedure. 

The decision was made that all of those outstanding licenses cover- 
ing shipments to the several countries in the area, including Israel, 
would be honored. It was not felt that the items were of such kind 
or the quantities of such magnitude, as to warrant cancellation of the 
approval which already had been granted. 

Mr. Denton. Did you ship arms of any kind to Israel? 

Mr. Rountree. Israel had been obtaining from the United States 
relatively small quantities of arms because Israel had looked mainly 
to other suppliers. However, the $16 million figure did include arms 
to Israel. 

Mr. Denton. Then you did not take the position we should not 
ship arms to Israel? 

Mr. Rountrer. No, sir. We said two things 

Mr. Denton. Did the United States encourage shipment of 
weapons of war to Israel? 

Mr. Rounrrer. May I answer the other question first? 

Mr. Denton. Yes. 

Mr. Rounrrer. We said, first, that licenses which actually had 
been outstanding would be honored. 

We said, secondly, that with regard to all future shipments we 
would review the situation with careful scrutiny. 

Mr. Denton. What position did you take with regard to other 
countries, including France? 

Mr. Rountrer. The question arose as to whether the French 
Government might interrupt an offshore procurement contract which 
it had with the United States for the manufacture of Mystere IV 
aircraft, in order to permit delivery of 24 of those aircraft to Israel. 

Our position on that was simply that, insofar as interruption of the 
offshore procurement contract was concerned, we would have no 
objection; that the decision regarding the disposition of the 24 air- 
craft, that is the sale of the aircraft to Israel, was one to be made 
by the Government of France. 

Mr. McGuire. As a matter of fact, in coming to that decision I 
think we specifically stated we were willing to have the contract 
interrupted if the French Government wanted to buy some of those 
planes, but we neither approved nor disapproved what use they might 
be put to. 

ECONOMIC DEVELOPMENT 


Mr. Tazser. There is very small acreage in Israel and a very high 
population. It doesn’t look as if it will ever be self-sustaining. What 
have you to say about that? 

Mr. Dorsey. I would say, sir, that in the technical cooperation 
program which we are carrying out in Israel we are continuing to 
emphasize the development of agriculture and the more effective use 
of land and water resources; we are, at the same time, increasing 
emphasis on improvement of industry. 

I would also point out that progress is being made in the develop- 
ment of natural resources. During the past year some oil was dis- 
covered in Israel. The Israelis hope that evidence of additional oil 
deposits will prove to be true. 
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The Israelis have considerable expertise in the production of con- 
sumer and industrial goods and they are utilizing their skills through 
industrialization. 

Mr. Taser. They have.a balance of trade against them running 
into a couple hundred million dollars as near as I can make out 
according to this table. It is getting bigger all the time. It looks as 
mee they had a population way beyond their capacity to take 
care of. 

Mr. Dorsey. That is one of their major problems. 

Mr. Taser. What is being done to alleviate that problem? It 
seems that would be the only way you ever could do anything for 
them. 

Mr. Rovunrrer. I think, sir, what is being done to alleviate that 
problem is reflected in the Israeli development program which is 
very extensive, covering not only agriculture but all aspects of the 
economy. They are trying to utilize such resources as they have mosu 
effectively and efficiently in order to close this gap as soon as possible. 

Mr. Taser. But they are not anywhere near up to the point where 
they can get along, and they can produce only enough to just about 
take care of 25 percent of their food requirements. 

Mr. Dorsey. I would like to point out one factor which has an 
important bearing on the problem you are inquiring about; that is, 
the hampering of Israel’s efforts toward further economic develop- 
ment by the need to maintain a strong military establishment. 

Mr. Taser. How much does she have? 

Mr. Dorsey. Off the record. 

(Discussion held off the record.) 

Mr. Gary. Israel shows up pretty well in comparison with these 
other countries. For example, in Iraq, with a population of approxi- 
mately 5 million people and an area of 168,000 square miles, they 
have a gross national product of only $960 million, or per capita of 
$195, whereas Israel with 1,750,000 population and 8,000 square 
miles has a gross national product of $944 million and per capita of 
$540. 

Mr. Dorsey. Correct. 

Mr. Gary. The per capita caloric intake is substantially higher 
than Iraq’s, and also higher than Egypt and other countries in the 
area. That same comparison holds up throughout. 

Mr. McGutre. I have the figures on the strength of the area. 

Off the record. 

(Discussion held off the record.) 

Mr. Rountree. If some basis could be found for lessening tensions 
in the area and thus permit reduction of this tremendous armed 
manpower which Israel feels must be maintained under present cir- 
cumstances, it would have a very favorable effect on the country’s 
total economic picture, and the advantages would go far beyond 
manpower and military expenditures in that economic life in the area 
would be far more normal than at present is possible with the controls 
and boycotts which exist. 

Mr. McGurre. I would not care to quote Admiral Radford ver- 
batim, because I am not sure I could, but at one of the other com- 
mittee meetings Admiral Radford said something to the effect that he 
felt we enjoyed a very strong position by not being actively engaged 
in the race to support one country or one group against the other. 
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We were neutrals and at least could seek to bend our efforts to keep 
this thing cooled down and prevent it from getting to a crisis basis, 
which we would not enjoy if we supported one side or the other. 

Those are not the exact words. I am not quoting Admiral Radford 
but I am offering the general implication of his statement. 

Mr. Gary. I think that is true and I think it is highly desirable 
that we maintain a balance there, but since we are committed to de- 
fense against aggression, if that balance should get too far out of 
hand on one side or the other, it seems to me it would change the 
picture considerably. 

Mr. McGurre. I think Admiral Radford was observing this matter 
from the point of view of the advantage in following our present 
philosophy so that no one could criticize it except those who wanted 
to one way or the other. 

Mr. Fenton. How much mining and what kind is there in Israel? 

Mr. Dorsry. There is extensive mining of phosphate for fertilizer. 
Also there has been considerable exploratory work done with copper 
deposits. I cannot give you, offhand, any estimate as to the success 
of the latter, but I do know that the Israelis have hopes in that direc- 
tion. 

JORDAN RIVER DEVELOPMENT PROGRAM 


Mr. Forp. What is the current status of the Jordan River develop- 
ment program? 

Mr. Rovuntreer. Sir, at the present time it is still pending. The 
Arab States have not accepted, ae we still have hopes that something 
can be worked out. Mr. Eric Johnston has been out to the area a 
number of times in the recent past and I think he is still hopeful that 
the plan can be implemented. Of course, it is a plan that has tre- 
mendous advantages. It would provide great benefits to the area as 
a whole and is the kind of regional operation that we think should be 
carried out as soon as the political conditions are such as to render it 
possible to get an agreement. 

Mr. Forp. Is there any more hope today than there was a year ago 
that it will be implemented? 

Mr. Rountree. There appear to be no immediate prospects, but 
certainly we are still hopeful that something can be worked out. 


BOYCOTT OF ISRAEL 


Mr. Forp. Earlier it was mentioned that there were certain existing 
boycotts in the area. Can you amplify that statement and indicate 
what, if any, developments are anticipated in that regard? 

Mr. Rounrresr. At the present time, there are armistice agree- 
ments between Israel and some of the Arab States, but no formal peace 
has been concluded. Boycotts have been imposed by the Arab 
League against Israel and there is no free intercourse of trade in the 
area. In circumstances wherein the various countries could collabo- 
rate on mutually beneficial bases, the resulting increase in economic 
activity and relationships would undoubtedly have very favorable 
effect in the area as a whole and would certainly improve the position 
of Israel. 

Mr. Forp. Is there a complete and total embargo against any 
Israeli shipment through the Suez Canal? 
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Mr. Rounrresr. The stringency with which the Arab boycott of 
Israel has been applied to vessels transiting the Suez Canal has varied 
from time to time. Only one rule has been enforced with complete 
perinlenecy that no vessel flying the Israel flag may pass through 
the canal. 

As late as 1953, there were occasions on which the Egyptian Govern- 
ment attempted to enforce the boycott by confiscating goods passing 
through the canal which were destined for Israel, with little apparent 
regard for the nature of the goods or whether the vessel itself was 
proceeding to an Israel port. Early in 1954 the procedure was appar- 
ently clarified to limit confiscation to contraband destined for [srael— 
with “contraband” defined as including fuels, chemicals, currency, and 
precious metals as well as the customary military items. This rule, 
substantially unchanged, is still in effect. 

Since early 1955, a well-defined procedure has been in effect under 
which vessels (other than international tourist ships) are blacklisted if 
they call at an Israel port during a single round-trip voyage which also 
touches an Arab country. Blacklisted vessels may pass through the 
canal but may not (1) take on water, stores, or bunkers, (2) undertake 
repairs, (3) give their crews shore leave or sign crew members on or 
off, or (4) take on cargo. (The discharge of cargo is apparently per- 
mitted.) Roughly, 100 vessels (7 or 8 of which are American-owned) 
are currently said to be on the blacklist. A vessel which is charged 
with only one violation can usually be removed from the blacklist 
without difficulty if the owner undertakes to avoid any new infringe- 
ment of the rules. Vessels making more than one infraction are black- 
listed permanently. 


SHIPMENT OF ARMS TO SAUDI ARABIA 


Mr. Forp. When was the contract between Saudi Arabia and the 
United States consummated? 

Mr. Rountree. Which contract, sir? 

Mr. Forp. The one involving the shipment of the arms which were 
held up and then approved. 

Mr. Rounrresg. | can give you as a general reply, that we agreed 
with the Saudi Arab Government in 1951, at the time the agreement 
for the use of the airfield at Dhahran was negotiated, that we would 
provide on a reimbursable basis military items required by Saudi 
Arabia for its armed forces. A number of purchases under that 
agreement were made. This particular tank purchase was under 
discussion for several months before the final arrangements were made, 
but the commitment was given some time in the late summer or 
early fall of 1955. The payment was made in September. 

Mr. Forp. It is my recollection from reading somewhere that this 
basic agreement was consummated in 1951. 

Mr. Rounrres. The basic agreement was consummated in 1951. 

Mr. Forp. Do you have any idea how much the United States has 
invested at Dhahran as a result of that contract? 

Mr. Rountrer. Yes, sir. Off the record. 

(Discussion off the record.) 

Mr. Forp. Are those permanent structures? 

Mr. Rountrer. Yes. 

Mr. Forp. What is the period of time that the basic agreement is 
to run? 
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Mr. Rountree. Five years, renewable by mutual agreement at the 
end of that time. The renewal of the agreement is now under negotia- 
tion in Saudi Arabia. 

Mr. Forp. In other words, the 5-year period, assuming 1951 was 
the initiation date—— 

Mr. Rountres. Would expire June 18, 1956. 

Mr. Forp. Have both parties to date lived up to their basic 
agreement? 

Mr. Rountree. I think they have; yes. 


SALE OF AIRCRAFT TO FRANCE 


Mr. Forp. This contract involving the sale of 24 Mystere French 
fighters involved an offshore procurement that the United States had 
with France for production and delivery of Mystere fighters to the 
NATO nations? 

Mr. RountreErE. Yes, sir. 

Mr. Forp. We were putting up the funds for the production? 

Mr. Rountres. We put up the funds for the production line for 
NATO. We did not, of course, finance the aircraft. They were 
taken over by the French Government and sold by it to Israel. 

Mr. Murpuy. The 24. 

Mr. Rounrrep. Yes. 

Mr. Forp. The basic offshore agreement, however, was for pro- 
duction and delivery of Mystere fighters for NATO forces? 

Mr. Rounrrer. Yes. We agreed to the interruption of the manu- 
facture of aircraft for NATO in order that 2 parcels of 12 planes each 
could be taken off the production line for delivery to the French 
Government at the expense of the French Government. 

Mr. Forp. Is that production line turning out aircraft at the present 
time for immediate delivery? 

Mr. Rountree. To the NATO countries? 

Mr. Forp. To any country. 

Mr. Rounrresr. Yes. Of the 24 Mystere aircraft sold by France 
to Israel, I understand 12 have in fact been delivered and I believe 
the other 12 either have been delivered or are soon to be delivered. 

Mr. Forp. That is all. 

Mr. Gary. The committee will stand adjourned until 2 o’clock 
Monday. 


Monpay, JUNE 11, 1956. 
JORDAN 


Mr. PassMANn. The next country is Jordan. 

Mr. Secretary, do you have a statement to make on Jordan? 

Mr. McGutre. I do not have a program for Jordan. I think Mr. 
Rountree has. 

Mr. PassmMAN. This item is under “Development assistance.” Of 
course “‘Development assistance” is confidential; but under “Technical 
cooperation” we have an item of $2,700,000 which is $100,000 over 
what you had in this program last year. 

Do you have any general comments you would like to make about 
the increase? 
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Mr. Dorsey. The increase, as you see, is small. _I would say the 
program is about the same size as it has been for the past 2 years. 
Jordan, as you know, is an extremely poor country, burdened with a 
great many refugees, and the British have contributed very largely 
to its support in past years. 

(Discussion off the record.) 


REFUGEE CAMPS 


Mr. PassmMan. Mr. Secretary, last year I was accompanied by two 
members of the staff and we were in Jordan and visited the refugee 
camps. At one refugee camp, a very few miles up from Jordan, we 
found conditions somewhat deplorable, and the leaders who met with 
us were inclined to be somewhat hostile on account of the treatment 
extended to them by our country. They believed we had led the 
fight to create Israel and many of them thought they were being let 
down. I believe they had camps there that had been in existence for 
10 or 11 years. 

Would you care to discuss what progress if any has been made in 
alleviating that very bad condition? 

Mr. Dorsry. I would say that through the United Nations Relief 
and Works Agency our program has been designed to maintain a 
minimum standard of living and to do what we can to develop the 
country and give opportunities to the individual refugees. 

As you know, we have been greatly interested in the success of the 
Jordan Valley development plan. We wish it had achieved a greater 
measure of success today than it has. That program, if it is put into 
operation, we believe on the whole would provide a living for several 
hundred thousand people; but that is something in the future. 

Perhaps Mr. Rountree would like to add to that. 

Mr. Rountree. I think that covers it very well. 

As Mr. Dorsey said, the physical condition of the refugees has not 
been substantially improved, because no broadside attack on the basic 
problem has yet been possible. 

The program continues to be primarily one of subsistence, provid- 
ing’ in the summer 1,500 calories a day and, in the winter, 1,600 
calories per day per person, with some supplementary diet for children, 
pregnant women, persons with tuberculosis, and other special cases. 

There is expended for each of the refugees $30 a year which includes, 
in addition to their food and shelter, some educational facilities. 
There are about 150,000 children, among the 900,000 refugees, who 
are being given some schooling through the facilities of the United 
Nations operation. 

Mr. PassmMan. There is that number of refugees in Jordan? 

Mr. Rountree. No; 150,000 among all of the 900,000 refugees. 

Mr. Passman. You mentioned the caloric allotment as being 1,500 
calories in the summer and 1,600 in the winter, with special considera- 
tion for children, tuberculosis cases, and pregnant women. What 
calory intake is required to sustain life on an average? 

Mr. Rountree. You will notice that in some countries in the Near 
East they maintain an average level of about 2,100 to 2,200 calories 
perday. Eventhatisverylow. In this country, I think our average 
is somewhere in the neighborhood of 3,200 calories. 
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The United States Army, I understand, has a standard of 3,600, 
approximately. So you can see there is a substandard pattern 
throughout the area as a whole. 

Now, these food supplies given to the refugees are not adequate to 
sustain life; but the refugees do find some means of supplementary 
earnings. Many have part-time work and other ways of acquiring 
an additional food supply. 

Mr. Passman. Some of them do, some do not; is not that true? 

Mr. Rountree. Some do not have work I suppose; but I think it is 
true, probably, that all of them would have to have more than 1,500 
calories a day. 

Mr. Passman. Thank you very much. 


USE OF DEVELOPMENT ASSISTANCE FUNDS 


Mr. Taper. Just what do you do with the money in Jordan? 

Mr. Dorssry. The largest portion of the development assistance 
funds is being used to develop the country’s road network for access 
purposes to link the major agricultural producing areas with the 
market outlets and to provide people in the remote villages with access 
to the main roads. About 8,000 Jordanian laborers are employed in 
this construction, and we are providing the equipment to help them. 

There is also work in reforestation and the construction of terraces 
to bring more land into cultivation and to conserve the limited amount 
of land there is. 

There is extensive activity in trying to tap underground water 
resources, to construct earth dams and diversion dams, to try to utilize 
the runoff water that comes during the rainy season. 

I would refer you to pages 242-245 in our country book which gives 
some details on the program. 

Mr. Taser. Are all of the technicians employed in that setup 
United States citizens or citizens of Jordan? 

Mr. Dorsry. Yes; they are. 


AGRICULTURAL PRODUCTION 


Mr. Taper. In 1955, they only had about two-thirds of the agri- 
cultural production that they had in 1954. I wonder why that 
would be? 

Mr. Dorsey. I cannot tell you offhand, but I would be glad to 
try and submit the reason for that in the record. 

Mr. Passman. That will be inserted at this point in the record. 

(The information requested is as follows:) 


AGRICULTURAL PRODUCTION IN JORDAN 


The agricultural production of Jordan is dependent upon the variations in 
rainfall. In 1952-53 the total index of agricultural production, using a 1935-39 
base equal 100, was 167. In 1953-54 it was 119. In 1954-55 it was 157, and in 
1955-56 it was 95. Estimate for 1956-57 would place the figure at somewhere 
above 170. The index is affected primarily by the changes in cereal production 
which forms the basic staple of the Jordanian Ciet. 

Thus for the years in which the index is high, available information shows @ 
correspondingly high amount of rainfall. The relationship between the rainfall 
and agricultural production is direct. 


Mr. WieeLeswortu. What is the $——-—. development assistance 
fund to be used for? Is there roadbuilding in there, or is that under 
technical cooperation? 
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Mr. Dorsey. Roadbuilding is part of development assistance. 

If I may refer to page 245, you will see the three major items are 
transportation, which is roadbuilding; the next item is agriculture and 
natural resources; and tied in with that is community development. 


ROAD PROGRAM 


Mr. WicGiteswortu. There is a very long and substantial road 
project, at least in contemplation—I forget the name of it—but is that 
included in this figure of $ 

Mr. Dorsey. I believe you are referring to the road that would go 
down to the Gulf of Aqaba. 

Mr. WiacieswortH. How much money is included for this 
purpose? 

Mr. Dorsey. I cannot say at this time. 

Mr. WiGcGLeswortH. Will you please furnish that for the record? 

Mr. Dorsry. I will be glad to furnish that for the record. 

(The information requested is as follows:) 





Agana HiGHWay 


Originally, the programing proposed by our mission in Jordan included funds 
to pay part of the cost of the construction of a highway connecting the Amman 
area with Aqaba. 

Conditions in Jordan since the fiscal year 1957 program was planned, have 
changed to the extent that no mutual security program development assistance 
funds are planned for use on the Aqaba Highway project. 


JORDAN VALLEY WATER PROBLEM 


Mr. Hanp. In the course of your testimony, you referred to the 
fact that the Jordan Valley water problem has not attained the 
ry of success that you had hoped. Has it attained any success 
at all? 

Mr. Dorsey. It has attained this measure of success, that both the 
Arabs and the Israelies during the past year did reach an agreement 
on the technical aspects of the plan; but, when it came to a solution 
of the political problems, they did not get together. 

I do not know whether Mr. Rountree would wish to speak further 
to that question. 

Mr. Rountresz. The plan has not been undertaken, because of the 
absence of a political agreement on the part of the Arab States. It is 
still our hope that something can be worked out, so that a project 
along those lines, which would have such tremendous benefits to the 
whole area, can be implemented. 

Mr. Hanp. There is no doubt of that, and you express that hope; 
but, in your opinion, do you see any likelihood of succeeding with 
these negotiations in the foreseeable future? 

Mr. Rountree. That is very difficult for me to answer. Mr. Eric 
Johnston has made himself available to make trips to the area as 
circumstances indicate it might be desirable for him to do so, to bring 
about an agreement. 

Mr. Hanp. Has it been useful for him to attempt to continue his 
negotiations, say, in the last 6 months? 

Mr. Rounrres. I think very little progress has been made in the 
last 6 months. As you know, the rising tensions in that area have 
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diverted serious consideration from this and other economic plans; 
but we are stil] hopeful that tbe situation will improve and greater 
progress can be made. 


DECLINE OF JORDAN AGRICULTURAL PRODUCTION 


Mr. Hanp. On your justification sheets, I observe the agricultural 
production of Jordan with a prewar index of 100, and, unless I mis- 
read the figures, the production of wheat and barley and, to a degree, 
their production of ives has gone down and reached a low point in 
the estimates for 1955 and 1956. Do I correctly understand those 
figures, or is it otherwise? 

Mr. Dorsry. These are estimated figures and I think your inter- 
pretation is correct, sir. 

Mr. Hanp. What is the reason, if you can tell me, why this agri- 
cultural production has steadily declined in Jordan? 

Mr. Dorsey. It is my belief that in part, it is due to climatic con- 
ditions and due to the low general per capita productivity. In that 
country, climate, of course, has a tremendous amount to do with 
production. 

Mr. Hanp. I am talking about the serious decline between one 
year and the next, apparently reaching a low point in 1955 and 1956. 

Mr. Dorsry. If | may, I would like to look into that and submit 
that for the record in answer to your and Mr. Taber’s question. 

Mr. Hanp. Has it anything to do, do you think, with their recent 
preoccupation with difficulties with Israel? 

Mr. Dorsry. I do not believe that would be an influencing factor. 

Mr. Hanp. If the Department has any explanation for that quite 
serious decline in the local agricultural production, will you supply it? 

Mr. Dorsey. I will supply it. 

(The information requested may be found on p. 395.) 


IMPORTANCE OF JORDAN TO SECURITY OF UNITED STATES 


Mr. Hanp. What does the Department think about the relationship 
of the economic health and well-being of Jordan to the security of the 
United States? 

Mr. Rounrrer. We think it very important from the point of view 
of the American interests that there be stability. in Jordan as in the 
whole area and, in order to have stability, you have to have a certain 
level of economic activity. 

Mr. Hanp. Is Jordan itself of any importance, or is it just as a part 
of this area which is regarded as having importance? 

Mr. Rountree. Jordan itself, while important, has few economic 
assets at the moment. As you know, it has been operating for a 
number of years with the help of a substantial subsidy from Great 
Britain. It is not a self-sustaining economy. ‘The situation has 
been greatly aggravated by the introduction into a small country, of 
a relatively few people, of a total of 500,000 refugees. 

The problems they confront now are extremely difficult for them to 
cope with; but the important thing from our point of view is to help 
them meet those problems and to retain as much stability in Jordan 
as is possible. 

Mr. Hann. Thank you. 








TRANSPORTATION FACILITIES 


Mr. Taser. I am wondering if you know, or are in a position to 
discuss, whether or not the highways that are being built are well 
laid out from the economic standpoint so that they might be figured 
out on a cost-to-benefit basis to the community? Are you able to 
discuss that question at all? 

Mr. Dorsey. I cannot discuss that in detail. I do know we have 
able highway people there. 

Mr. Taser. Would you be able to supply the answer to that for 
the record? 

Mr. Dorsey. We shall try to do that. 

(The information requested is as follows:) 


TRANSPORTATION FACILITIES IN JORDAN 


A single (narrow gage) railroad line services the whole of Jordan, It runs from 
Damascus in Syria to Ras en Nab in the extreme southern portion of Jordan, 
Carrying capacity of the railroad is extremely limited; about 800 tons a day service 
a population of 1% million people. Thus, as the railroad is incapable of performing 
the major transportation function required in the country, the burden for move- 
ment of goods is placed upon the highway network. 

According to a study by the Jordanian Ministry of Economy of 1954 export 
operations, 51,310 tons of fresh fruits and vegetables were exported by truck as 
against 136 tons by air and 28 tons by rail. The major part of the increase in 
phosphate exports, about 100-percent increase in 2 years, has been accomplished 
through the development of truck transport facilities. Trucks now available 
permit the hauling of nearly 100,000 tons of phosphate annually to Beirut and 
Aqaba for export. This is of a total phosphate production of about 165,000 tons. 

In addition to the main arterial highways being constructed linking the agri- 
cultural producing areas of the east and west banks north of the Dead Sea and 
providing access to marketing areas in neighboring countries, construction is also 
being undertaken on a number of what we in the United States might refer to as 
“‘farm-to-market roads” but in Jordan are called village access roads. The roads 
will also enable easier and more rapid access to various tourist attractions on the 
east bank, which now are largely unvisited because of the difficulties and time 
involved in getting from one place to the other. 


Mr. Forp. Off the record. 


(Discussion off the record.) 
Mr. Passman. Thank you very much. 


LEBANON 


The next country will be Lebanon. Mr. Secretary, in this particular 
country, to what extent do you use plans developed by the mission in 
Lebanon in preparing the budget estimates? 

Mr. Dorsey. Our plans for the conduct of our program in Lebanon 
are based, as they are in all cases, very heavily upon the work of our 
mission in the subject country. And that is true of Lebanon. 

Mr. Passman. May I ask, was the 1956 budget prepared in Wash- 
ae without detailed plans from the field on Lebanon? 

Mr. Dorsey. The 1956 budget? 

Mr. Passman. Yes. 

Mr. Dorsry. May I go off the record? 

Mr. Passman. Is it restrictive or confidential, or something like 
that? 

Mr. Dorsey. Let me say on the record that the program was based 
on the Embassy’s and mission’s plans for a program in that country. 

(Discussion off the record.) 
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Mr. PassmMan. Has the program in Lebanon progressed as rapidly 
as you had expected? 

Mr. Dorsey. I think the general program in Lebanon has expanded 
reasonably well. I think a good indication of this is the fact that the 
Lebanese Government in its technical assistance program has begun 
to contribute an amount equal to that which we contribute, and very 
real progress is being made by the Lebanese in improving the technical 
resources of the people through training. 

We had, some years ago, a survey of the possible development of the 
Litani River in Lebanon. That was completed under technical 
assistance funds and the Lebanese have now undertaken a $27 million 
loan from the International Bank for Reconstruction and Development 
to help defray the foreign exchange cost of this irrigation and power 
project, and this should raise, to a very considerable degree, the general 
level of income among the population which shows a high degree of 
imbalance. 

The caloric intake for the general population is still decidedly on a 
Middle East basis, you might say, and there is an imbalance in income 
between the merchants, the traders in the metropolitan areas, and the 
poor farmers in the interior; but the Lebanese Government is making 
decided progress. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


LEBANESE COOPERATION 


Mr. Passman. Is Lebanon cooperating in all these programs we are 
participating in over there? 

Mr. Dorsry. They are, sir. 

Mr. PassMAN. Would you say they are reluctant to assume theit 
fair share of the cost under the several agreements we have entered 
into with them? 

Mr. Dorsey. As I said, I think a good indication of the Lebanese 
cooperation is the contribution of approximately 50 percent of the 
overall cost. They are interested in the program. 

Mr. PassmMan. Then you would say they are cooperating? 

Mr. Dorsey. I would, sir. 

Mr. PassmMan. As completely as could be expected? 

Mr. Dorsey. I have no reason to believe to the contrary. 

Mr. Passman. The administration of the agriculiura] program has 
been satisfactory? 

Mr. Dorsey. I think in the agricultural field there is room for im- 
provement of the program. I am not sufficiently familiar with the 
details of our operation there to be able to give you the kind of answer 
I am sure you would like, Mr. Chairman, at this time. I would be 
glad to submit further information on that. 

Mr. Passman. I wish that you would, Mr. Dorsey. 

(The information is as follows:) 


LEBANESE COOPERATION 


During the first 2 or 3 years of the technical cooperation program in Lebanon, 
results were somewhat disappointing because of a lack of cooperation on the part 
of several Ministries of the Lebanese Government. This in part can be attributed 
to the absence of counterparts to mission technicians in the several Ministries. 
However, the number of local trained personnel is steadily growing. 
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During the past year, the mission director obtained a greater degree of coopera- 
tion than he had at any time in the past. He recognized that the comparatively 
inefficient Lebanese governmental structure was responsible for ineffective Gov- 
ernment planning. In addition to the problem of public administration, a lack of 
Lebanese funds frequently was the cause of delay in project development. Peri- 
odic meetings at specified intervals with the various Ministers, including the 
President, have stepped-up the tempo in many of the programs. There has also 
been an increase in the Government’s contributions to the programs. 


' PROGRAM IN AGRICULTURE 


In the field of agriculture, the contributions are approximately on a 50-50 basis 
which was required as a condition for continued technical cooperation assistance 
in agriculture as was true in other sectors of the program. Recently, the mission 
director reorganized his agricultural staff in order to increase the efficiency of the 
agricultural projects. 

Mr. Dorsey. If I may, sir, I would like to mention one other thing. 
We have recently sent an evaluation team—one of those teams I[ 
mentioned in my introductory remarks several days ago—to Lebanon 
to look over the whole operation of the program there and to come 
back with recommendations to us as to means whereby we can improve 
the conduct of that program. 

Mr. PassmMan. It was my understanding that you used the missions 
in the countries to evaluate the programs and report. Is that true, or 
do you have to send these evaluation teams out? 

Mr. Dorsey. No, sir. The reason our director has undertaken a 
program of impartial examination is to utilize the experience of men 
who have worked in the field and who may give a fresh view to the 
problems of a particular mission based, nevertheless, on practical 
experience. , 

Mr. Passman. Mr. Dorsey, as a usual thing, do you not take the 
recommendations of the missions assigned to these countries? 

Mr. Dorsey. We do, sir. 

Mr. Passman. Would your statement indicate you are having 
trouble with the mission, or they are not giving the information to 
properly evaluate the situation? 

Mr. Dorsry. No; it is simply, as I say, that we would like to have 
a separate impartial review on the same basis we send inspectors to 
our Foreign Service missions. 

Mr. PassmMan. That particular mission is being limited to this one 
country at this time? 

Mr. Dorsry. That evaluation mission? 

Mr. PassMan. Yes. 

Mr. Dorsry. This is the first of their projects. It will go on to 
Libya and make a similar examination of their program. 

Mr. Passman. Are the figures on funds available for fiscal year 1956 
restricted? 

Mr. Dorsry. I would like to keep those on a restricted basis if I 
may. You will note on page 249 they are indicated. 


DEVELOPMENT ASSISTANCE FUNDS FOR 1955 RETURNED TO 
THE TREASURY 


Mr. Passman. Why was the sum of money for the 1955 Develop- 
ment Assistance Agreement canceled? 

Mr. Dorssy. If I recall correctly that was because the Lebanese 
Chamber of Deputies decided that it did not wish to assume further 
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borrowings—and this was advanced on a loan basis—at that time, 
particularly in view of the fact that they had just undertaken a sub- 
stantial obligation in connection with the Litani program. 

Mr. PassMAN. That is most interesting. It was on a loan basis 
and they declined? 

Mr. Dorsry. Yes, sir. 

As I understand the amount that was canceled, it is not being 
reprogramed but it is being passed back to the Treasury as of the end 
of June, according to Mr. Murphy. Further funds will be in the form 
4 of this request. 

Mr. Passman. Have you made a note of the different moneys that 
will go back to the Treasury? 

Mr. Murpny. Yes, sir; that is part of the $15 million. 

Mr. Passman. I mean for the overall program, on the amount 
being turned back on account of the nations not being willing to 
: accept it on a loan basis. 

Mr. Murpuy. Not specifically by reason, Mr. Chairman; but the 

overall figures are set out in the tables on pages 39 and 40. 

Mr. PassMAn. Again referring to volume 2, page 249, you are re- 
questing a sum for Lebanon for fiscal 1957. Is this amount in addition 
to the canceled amount of last year? 

7 Mr. Dorsry. This amount is in addition. It is new funds, sir. 


Bs ae 









DISPOSITION OF NEW 





FUNDS FOR DEVELOPMENT ASSISTANCE ON 
OR GRANT BASIS 
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; Mr. PassmMan. It is new funds. Will the new funds be on a loan 
El basis or a grant basis? 

1 Mr. Dorsey. As I say, according to the present plans it is on a com- 
4 bined basis. 

4 Mr. PassmMan. Would you have any idea as to the division? 

4 Mr. Dorsey. I cannot give you an exact answer at this time because 
f it will depend on factors at the time. : 

‘ Mr. PassMAN. Would the committee be correct in assuming it 
i could be either way, all one way or all the other? 

i Mr. Dorsry. It could; yes, sir. 

\ Mr. Passman. More likely it would be on a graat basis rather than 
4 a loan basis, because of the experience of last year? 

4 Mr. Dorsry. I would not like to say so entirely, sir. 

‘4 Mr. PassMAN. Let my statement stand; that it can be either on a 
‘ grant or a loan basis, and the plans call for a division. 


Mr. Dorsgy. Correct. 


INDUSTRIAL IMPORTS 











Mr. PassmMan. Turning to page 254 under Lebanon there is an item 
for industrial imports, machinery and vehicles. The amount being 
requested will be noted in the block over on the righthand corner of 
the page. Would you care to discuss that item? 

Mr. PassmMan. You do not think they already know about this 
sum? 

Mr. Dorsry. No, sir; I do not. 

Mr. Passman. To be perfectly honest with you, that is where I 
found out they did know about it. That is where I got an education 
last year, over in Beirut, Lebanon. They told me what each country 
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got that year, and in the previous years, and the total. Then they 
gave me a summation showing what each nation got, by amount, and 
what the other nations got. To be perfectly frank, I wanted to spend 
some time there so that I could learn a lot about what was going on. 
Officially is one thing, but what I learned from the Lebanon people 
themselves was enough to give me a pretty good education. 


ROADBUILDING 


Mr. Denton. Do I understand that in 1955 $5.7 million was appro- 
priated for building roads in Lebanon? 

Mr. Dorsey. Yes, sir. 

Mr. Denton. That was not used because the legislature or the 
representative body did not vote a loan in Lebanon, and therefore 
you did not use it. Then it was carried over until 1956. By what 
device was that carried over until 1956, on that sum of $5.7 million? 

Mr. Dorsey. May I make one statement, sir? 

Mr. PassMan. He said that reverted back to the Treasury. 

Mr. Denton. He said it reverts back to the Treasury this year. 
I wanted to know how they carried it over until 1956. 

Mr. Murpuy. The $5.7 million as of June 30, 1955, was recorded 
on our books as an obligation. When the Lebanese failed to meet 
the requirements 

Mr. Denton. When did they fail to meet the requirements? 

Mr. Murpuy. I think it was September or October. 

Mr. Denton. Of what vear? 

Mr. Murpny. 1955. They failed to take up the loan. We of 
course removed it from our books and it is now in an unobligated state. 
Mr. Denton. Why did it not revert to the Treasury on June 30? 

Mr. Murpuy. Because as of June 30 we had certified it as a valid 
obligation. At that time it was an obligation of the Government. 
It was not until the Lebanese indicated that they would not take up 
the loan that it was not. 

Mr. Denton. In September 1955? 

Mr. Murpuy. That is right. When we canceled it and put it in an 
unobligated state, that meant it will revert on June 30. 

Mr. Denton. What kind of obligation did you have? Did you 
have any agreement with them? 

Mr. Murpuy. We had made them an offer of loan assistance in 
this amount. 

Mr. Denton. Then that $5.7 million was not obligated? You had 
just offered it to them? 

Mr. Murpuy. We actually had offered it to them and they had 
accepted it contingent only upon ratification by their Parliament. 
When the ratification did not occur we canceled out the obligation, 
and the money will revert. 

Mr. Denton. You are letting that revert to the Treasury on the 
30th of June? 

Mr. Murpny. Yes, sir. 

Mr. Denton. You are appropriating $5 million? 

Mr. Murpuy. We are requesting another figure. 

Mr. Denton. What assurance do you have that they will accept 
that sum this year? 

Mr. Murpny. Well, as Mr, Dorsey has indicated, the assistance 
may be offered partly as a grant in 1957 and it may be that a partial 
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a and a partial loan would be accepted where a full loan might 
not de. 

Mr. Denton. That is, you could not get them to take it as a loan 
so if they will not take a loan you will give them part of it? 

Mr. Passman. That is right. 

Mr. Mourpny. That is correct. You may put it that way. May 
we go off the record here? 

Mr. Denton. Yes. 

(Discussion off the record.) 

Mr. Denton. The amount of roads in Lebanon is much higher per 
100 square miles than in any other country we have dealt with so far 
in the Middle East; is it not? 

Mr. Dorsey. It is quite high. 

Mr. Denton. Is the necessity for building roads as great there as 
it is in other places? 

Mr. Dorsry. There is today in the Near East a growing, and I 
think a healthy, sense of regionalism. The Lebanese are interested in 
connecting their country with other countries of the Arab world. There 
is among the Lebanese, as well as among businessmen in other coun- 
tries of the area, a great deal of consideration being given to modern 
transportation links between the capitals of the countries. I think 
that is a healthy development. 

Mr. Denton. They have over half as many roads per 100,000 square 
miles as we have in the United States. Most countries hit about 10 
percent. Are they more ecnomically developed than the other coun- 
tries in the Near Kast? 

Mr. Dorsry. Lebanon, as I said, has a rather decided imbalance in 
income between the different sectors of its population. They are high- 
ly developed economically in certain parts of the country. Beirut 
itself, as you know, is a great trading center. 

On the other hand, in the interior you will find a great many small 
villages that are off the beaten track, where the standard of living is 
very low. 

Mr. Denton. Did you find any evidence that the Communists are 
spending anv money for economic development-in that country? 

Mr. Dorsey. Not that I know of. 


POINT 4 PROGRAM 


Mr. Denton. What does the point 4 program consist of there? I 
did not find it in the notes. 

Mr. Dorsey. The point 4 program is to a considerable degree 
devoted to agriculture and various technical fields. There has been 
set up an Industrial Development Bureau which has been very 
strongly requested by the Lebanese to develop industries in Lebanon 
to which outside capital can be attracted and which will allow a more 
favorable utilization of local capital in the development of the country. 
There has been a good deal of work done in the field of sanitation and 
in education. It has been pretty much based on the three fields of 
agriculture, public health, and education. 


POWER DEVELOPMENT 


Mr. Denton. As I understand it, there is nothing our Government 
has done toward public power development there, but something 
has been done by loan? 
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Mr. Dorsey. Our Government has contributed to the develop- 
ment of public power through a survey which was undertaken over a 
period of 2 or 3 years and which was designed to survey the power 
and agricultural possibilities of the Litani River, and, if it were found 
susceptible to effective development, to get together a plan which 
could be presented to a loaning agency or to sources of private funds. 

Mr. Denton. Has that ever been consummated? 

Mr. Dorsey. That was consummated. 

Mr. Denton. Who loaned the money? 

Mr. Dorsey. The International Bank for Reconstruction and 
Development. It was based on the survey which was brought up 
to a full credit submission basis. 

Mr. Denton. That is all. 


PER CAPITA INCOME 


Mr. Passman. I might state for the record that according to the 
statistics given to the committee when we were there the annual per 
capita income for Lebanon is $215 and the average for the other Arab 
States is $70. The record should show that during World War II it 


was the Allies who built a lot of roads in Lebanon. They even built. 


a railroad there. 

Some of this money is for improvement and maintenance, is that 
not true, rather than new roads? 

Mr. Dorsey. That is correct. 

Mr. Taser. Lebanon is one of the most prosperous and progres- 
sive of the nations in that area; is it not? 

Mr. Dorsey. Yes, sir. 


COMPARISON WITH JORDAN 


Mr. Taner. I have noticed the population is about the same as 
that of Jordan. Agricultural Jand is about twice as large, or maybe 
a little more, as the land of Jordan. Their production of wheat will 
average about half of what Jordan gets. Their overall production is 
considerably ahead, perhaps as much as 2% or 3 times. 

According to the estimate which is in here, the Government budget 
would be balanced, with about a $9% million surplus. It is a country 
which pretty nearly could stand on its own feet, I should think. 

Mr. Dorsry. Yes, I think Lebanon could stand on its own feet. 
It is, however, a country that has close ties to us. It has, I think, a 
genuine esteem for the American way of life. The principal purpose 
behind our program is to help the Lebanese utilize the funds they have 
in the most effective possible way. 


BALANCE OF TRADE 


Mr. Taner. Does Lebanon have an adverse balance of trade? 

Mr. Dorsey. It does. 

Mr. Taser. But not of payments. How is that brought about? 

Mr. Dorsry. One factor which contributes is the low percentage of 
capital outlay. If you will look over in the last column, to finances, 
you will see that is a very low figure. I think that one of the most 
important things we can do is to try to promote a wise utilization of 
local capital funds. 





ay gig pk ODE 





405 


I think another item one must keep in mind here is the rather high 
figure of private remittances which are sent back to Lebanon by its 
emigrants. 

LITERACY 


Mr. Taser. There is quite a substantial educational organization 
in Lebanon, I understand. 

Mr. Dorsey. There is, sir. 

Mr. Taser. Their literacy rate is up to 80 percent, as compared to 
Jordan. That is quite high. 

Mr. Dorsey. It is a high figure. 

Mr. Taser. It would seem that if their projects were economically 
sound they would have no trouble going into the market for money. 
Maybe I am wrong on that. 

Mr. Dorsey. We think that the first indication of a new approach 
to that problem has been this loan from the IBRD. 


POWER PROJECT 


Mr. Taser. Do you know anything about that particular project, 
as to whether or not it is something which should work out from a 
sound financial standpoint? 

Mr. Dorsey. I would say, sir, that the purpose of the survey was 
to determine whether a potential project of the sort was sound and 
whether it could be submitted to a source of funds on a sound credit 
basis. That was the reaction of the IBRD to the submission. 

The first phase of the program will take some 6 years, and I believe 
the goal is to develop some 38,000 kilowatts of power per year and to 
bring a very considerable amount of new land in southern Lebanon 
under cultivation. 

One of the shortages of Lebanon today is power. For a country 
with the commercial and industrial potential—small industry poten- 
tial—which Lebanon has, it does need further power facilities than it 
has today. 

Mr. Taser. Off the reocrd. 

(Discussion off the record.) 


CALORIC INTAKE 


Mr. Fenton. I note that the caloric intake is about the same in 
most of those countries. 

Mr. Dorsey. It is a little bit better in Lebanon, Doctor, than in 
Jordan. 

Mr. Fenton. That is right. It is much better in Israel. 

Mr. Dorsry. Yes, sir. 

Mr. Fenton. Those figures might be of some value if we knew what 
the Lebanon caloric intake was before our aid. Do you have any 
comparative figures? 

Mr. Dorsry. I can only say I will try to get them for you. I do 
not know whether I can supply them or not. 

Mr. Fenton. I would be interested in seeing what it was before we 
started aid there. 

Mr. Dorsey. I might just comment at this time that one thing the 
Lebanese are trying to do is to improve their statistical facilities and 
services. As a people who have a decided commercial element in 
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their economy they realize increasingly that accurate statistics are 
important. ‘They are working in that direction. We will see what 
we can find. 

(The information is as follows:) 


LEBANESE Ca.Loric INTAKE 1952-55 


Unfortunately there are few official statistics involving caloric intake in 
Lebanon. The figures used herein are the only ones available covering the years 
1952--55, and at best must be considered as estimates. 

Considering the comparatively short period of time our technical cooperation 
program has been underway, it is doubtful that any accurate correlation can be 
made between our program and the apparent rise in average caloric intake. The 
following are the estimated caloric intake figures for the period, 1952-55: 


tds liaise cde aiurhtest wien wedoa-« coor kenetleinand owe guiian whumeaacaeen 2, 040 
SIT ices isk eh ge eta aa da eh eed te igi tein daa eae acelin aon aia es 12, 261 
BN tbe abieti db dle dubdiednisdd Handed damit tothe Vldnentdainthle 12, 261 
BPR wns ceennsnnwnshl hhh hdththh Ssh Ghd Ub s hase bid’ Steed 2 2, 246 


1 During the years 1952-56 imports into Lebanon were quite large. 
2 The population increase in 1955 accounts to some degree for the decrease. 


Mr. Hanp. Along the line of Dr. Fenton’s inquiry, how do you go 
about determining the per capita caloric intake of any given country? 

Mr. Dorsey. This is based on average figures. I would assume in 
any country which is relatively underdeveloped that a certain element 
of estimate is necessary, but the elements that are involved in the 
intake figure are presumably both import and export in addition to 
domestic production, divided by the total population figure. 

Mr. Hanp. Off the record. 

(Discussion off the record.) 


TRADE AGREEMENTS WITH RUSSIA 


Mr. Hanp. What goods, if any, does Lebanon supply to the Soviet 
Union as a result of their various trade agreements with Russia? 

Mr. Dorsey. I do not have that material at hand, but I believe 
that there is a considerable amount of citrus fruit. That is one of 
their largest export products, as you know, sir, and they also produce 
a considerable amount of vegetables. 

Mr. Hanp. Let us put it this way: Can you say with confidence 
that there are no so-called strategic materials supplied by them to the 
Russians? 

Mr. Dorsey. Yes, sir. 

Mr. Rountree. It is a very small trade; certainly. 


RUSSIAN CALORIC INTAKE 


Mr. Fenton. Do you happen to know what the average caloric 
intake is for the Russians? 

Mr. Dorsey. I do not know, sir. 

Mr. Rountres. I am sure we have estimates, sir, that we can 
submit at a subsequent session. 

Mr. Fenton. I will appreciate having that information. 

(The information requested is as follows:) 

The average per capita daily caloric intake of the Russian peoples is estimated 
at from 2,700 to 2,900 calories. 

Mr. Passman. Off the record. 

(Discussion off the record.) 
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COUNTRIES BEHIND THE IRON CURTAIN 


Mr. Passman. Would it be in order to list in the record the number 
of countries that we think of as being behind the Iron Curtain? How 
many would there be in number? 

Mr. Rountres. Behind the Iron Curtain? 

Mr. Passman. Yes. You can furnish that information for the 
record. It certainly would not be restricted; would it? 

Mr. Rountres. No, sir; not at all. 

Mr. Dorsey. I would say this, Mr. Chairman, that there is none 
in our area. 

Mr. Rountree. None of the countries that we discuss here would 
be involved. 


NATIONS NOT PARTICIPATING IN MUTUAL SECURITY PROGRAM 


Mr. Passman. I think it would be a lot easier to list those not 
getting aid rather than to list those who are getting aid. In other 
words, I am trying to save the taxpayer a few Lote It would be a 
lot easier to list the ones not getting the aid rather than to go into a 
detailed list of those who are getting aid. I do not think it is too 
— but I would like to have a list of the countries not receiving 
aid. 

Mr. Rountree. Very well, sir. We shall be glad to furnish that 
information for the record. 

(The information requested follows:) 


Nations Nort PAartTIcIpaATING IN THE Mutual Securiry Program 


The following is a list of countries for which no mutual security program is 
proposed for the fiscal year 1957: 


I, COUNTRIES BEHIND THE IRON CURTAIN 


Albania Estonia North Vietnam 
Bulgaria Hungary Poland 
Communist China Latvia Rumania 
Czechoslovakia Lithuania U.S. S. R. 
East Germany North Korea 


The following is a list of the major independent countries*of the Free World 
for which no separate country programs have been proposed for fiscal vear 1957. 
Mutual security assistance might be extended to some one or several of these 
nations depending upon developing political, military, or economic events. Such 
peseenep would be financed from regional funds or from the,President’s Special 
‘und. 


II. MAJOR INDEPENDENT COUNTRIES OF THE FREE WORLD 


Europe: Asia —Continued 
Austria Saudi Arabia 
Finland Syria 
Iceland Yemen 
Republic of Ireland Africa: 

Sweden Morocco 
Switzerland Tunisia 
United Kingdom Sudan 


North America: Canada 
South America: Argentina 
Asia: 

Burma 


Union of South Africa 
Oceania: 

Australia 

New Zealand 








408 


LIBERIA 


Mr. Passman. For Liberia you are requesting the same amount that 
you had for the 1956 program. 

Would you like to elaborate on that briefly, sir? 

Mr. Dorsey. I would mention that Liberia is a country which one 
might characterize as being highly underdeveloped. It is, however, a 
fertile field for United States investment, and it has creat natural 
resources in the form of iron ore, manganese, timber, and rubber. 
The Firestone people have their rubber plantations there, of course, 
which have long been established, and the B. F. Goodrich Co. has 
also been granted a concession. In addition, the country has had 
during World War II strategic value in its own friendly relationship 
with this country and as a location for Roberts Field. At this point, 
Mr. Chairman, I would like to go off the record for a moment. 

Mr. PassmMan. Very well. 

(Discussion off the record.) 


HIGHWAY PROGRAM 


Mr. Taser. Your program is very largely for development of agri- 
culture and transportation. Does that mean highways? 

Mr. Dorsey. Yes, sir. 

Mr. Taser. Does it cover railroads also? 

Mr. Dorsry. It means highways, Mr. Taber. 

Mr. Taser. What about airports? 

Mr. Dorsey. There is no air element in this program. It is planned 
that a National Highway Division will be set up by the Liberian 
Government which expects to undertake a $20 million road program. 
Our assistance is simply in an advisory and training capacity to their 
technical people. Another element in the program is that of educa- 
tion. The Booker T. Washington Institute which is established there 
is devoted to the training of skilled labor, and is serviced through a 
contract with the Prairie View College which provides technical 
knowledge to the institute. 

Mr. WicGieswortu. Off the record. 

(Discussion off the record.) 


LIBYA 


Mr. Gary. The next item is the request for Libya, and here we 
have military assistance again. 

Mr. McGuire. Last year $--—-—— equipment for a portion of an 
armored car squadron was given to Libya under 401 (b). The figure 
that is shown here was the. figure used on a cost basis when we were 
compiling the program. That amount covered the armored car 
squadron. I can give you the details if you care to have them. 

We have very substantial defense interests in Libya, primarily 
Wheelus Air Force Base. There is another item which I would like 
to discuss with you off the record. 

(Discussion off the record.) 


POLITICAL RELATIONSHIP 


Mr. Gary. What is-the political situation, so far as Libya and our 
country is concerned? 
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Mr. McGuire. I would like to ask Mr. Rountree to speak to that 
point. 

Mr. Rountresr. Mr. Chairman, we have enjoyed extremely good 
relations with Libya since the establishment of the state. You may 
recall that the establishment of an independent Libya was sponsored 
by the United States. I believe at the time that sponsorship came 
about and the United Nations acted on it creating the independent 
state of Libya, the Soviets had suggested that it be given a trustee- 
ship status under the Soviet Union. 

The military agreements under which we maintain our airbase 
and the military facilities have been in existence in Libya for some 
years now, since the creation of the State, and we have enjoyed excel- 
lent relations with the Libyan Government, and with the Libyan 
people. 

Libya is really an undeveloped country. They have scant resources 
and they depend in very large measure upon the payments received 
from the United States, the French and the British, as well as the 
Italians under similar agreements for a large part of the state revenues. 

The revenues that they now receive, however, are inadequate for 
them to carry out a reasonable development program. They do have 
difficult financial problems, and we have been highly sympathetic 
to those problems. I might say that the Libyan Government was 
recently offered aid from the Soviet Union. If my understanding is 
correct, that aid would take the form both of loans and of grants, but 
the Libyan Government declined those offers. They declined because 
I think the Libyans understood that acceptance would be inconsistent 


with their desires for complete independence and _ freedom of 
action. On the other hand, they have shown every disposition to 
want our assistance and to welcome that assistance, because they know 
that it is offered within the framework of our policy, which has been 
clear from the outset, to help the Libyans to maintain a free and 
independent state. 


DEVELOPMENT ASSISTANCE 


We contemplate the provision to Libya of additional funds for de- 
velopment assistance. 

Mr. Gary. What is that to be used for? 

Mr. Rounrrer. The program would be implemented within the 
framework of a development plan created by the Libyan-American 
Reconstruction Commission, known as LARC. 

We have had our American technicians going over the program 
which embraces the most important aspects of the economy. I am 
sure Mr. Dorsey can give the precise details or can supply them for 
the record. However, it is my understanding that it does represent 
an orderly program based on the minimum needs to show progress 
in the improvement of the economic conditions of this underdeveloped 
country. 

Off the record. 

(Discussion off the record.) 

Mr. Gary. Of what does your development assistance program 
consist? 

Mr. Rountree. What is the LARC program, Mr. Dorsey? 

Mr. Dorsey. The program of LARC (Libyan-American Recon- 
struction Commission), Mr. Chairman, is in part in the field of trans- 
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portation where a survey had earlier been made of work necessary to 
rehabilitate and improve Benghazi Harbor which was heavily damaged 
during the war, and which was not well constructed in the first place. 
The program includes repair and reconstruction of the coast road 
which was damaged during the war, and some assistance in providin 
minimum requirements for telecommunications between Tripoli an 
Benghazi and within the provinces. Much of the work lies in the 
renovation and repair of the existing facilities, and a very modest 
expansion. 

In the agricultural field a program has been started to meet the 
minimum requirements for grain storage, for meat and other agricul- 
tural products, and to undertake a wide-scale project with the help 
of our technical cooperation people in the fields of afforestation and 
reforestation, soil conservation, and the whole water utilization proc- 
ess. This is a very dry country, as you know, and the optimum use 
of what water they have is most important. There is also work 
underway in health and sanitation, and in the educational field. 

Mr. Gary. That is done under your technical cooperation program? 

Mr. Dorsry. Yes, sir; in this case, our development assistance 
program has taken the form of aid in the provision of funds needed to 
carry out these programs in which our technical cooperation people 
are advisers. The country is very short of funds to obtain equip- 
ment, and so on, which these programs need. 

Mr. Lannam. You mean, then, that the technical cooperation is 
not strictly technical aid, but there is some money there for expendi- 
tures for machinery and things of that sort? 

Mr. Dorsry. What I would like to do is to distinguish between 
the two programs. The TC program—technical cooperation pro- 
gram—which you see here, provides for the salaries of our technicians 
and people whom we send elsewhere for training purposes. On the 
other hand, the very projects where they are giving advice and helping 
in training do require a certain amount of equipment and funds for 
local costs. We have tried to set out here the two programs clearly 
so you can see them separately. 

Mr. Lanuam. But your technical cooperation is purely technical 
cooperation, and that is in one program, and the other is in the develop- 
ment assistance program? 

Mr. Dorsry. Wherever possible we use the services of our techni- 
cians on development assistance projects, too. 

Mr. Gary. Any materiel that is furnished to carry out the recom- 
mendations of tbe technical advisers comes from the development 
assistance program, rather than from the technical cooperation pro- 
gram? 

Mr. Dorsey. In the main, that is true. Some of the technical 
assistance funds are available for demonstration equipment. 


RUSSIA’S OFFER OF ASSISTANCE 


Mr. Lanuam. Has Russia offered any technical assistance? I mean 
in the strict sense of the term of sending technicians over? 

Mr. Dorsey. I understand that the offer was a very broad one. 

Mr. Rountres. Yes; I do not know that the offer, as we under- 
stood it, specified technical assistance, but I think that was implicit in 
the kind of offer which was put forward. 








411 


Mr. Lanuam. They are trying to get technicians in all of those 
countries, as I understand it. 

Mr. Rountres. Yes; that would be true. 

Mr. Lannam. They recently have taken an interest in the U. N. 
technical assistance program when previously they would have nothing 
to do with it at all. 

Mr. Dorsry. That is a new development. 

Mr. LAnuam. That-is all, Mr. Chaiman. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Passman. We go to Saudi Arabia. We have nothing on 
Saudi Arabia. 


TURKEY 


We will go to Turkey. Mr. Secretary, do you have a statement 
you would like to make on this? 

Mr. McGutre. I do. The total military assistance program re- 
quested for Turkey in fiscal year 1957 is $ . This program is 
to aid the Turkish Government in maintaining internal security and 
ane the requirements of the NATO, including its NATO force 
goals. 

Fiscal year 1950-56 programs have amounted to $— . These 
funds have provided unit equipment to meet a portion of the screened 
deficiencies of the Turkislr-Army. For the navy these programs 
have provided — ships and other vessels plus supporting equip- 
ment. Unit equipment and attrition aircraft with some follow-on 
support have been provided the Turkish Air Force, as well as com- 
munications and electronic equipment ; $——-— of past materiel pro- 
grams remains to be delivered as of February 29, 1956, all of which 
has been obligated for long lead time items; $——-— is included for 
the Army, and principally covers artillery, light and medium tanks, 
and wheeled motor vehicles; $——-— is included for the navy, and is 
made up of small ships and harbor craft; $ is for the air force, 
covering jet aircraft. 

The fiscal year 1957 program request breaks down by supplying 
service as follows: $———. 

For the Army this amount will continue the support of ——— and 
provide screened high-priority equipment deficiencies for units accord- 
ing to the phased buildup plan, additional maintenance spare parts, 
sufficient additional training ammunition to accomplish planned 
training and certain common-use type items to support technical 
services of the Turkish ground forces. 

The amount programed for the navy will continue support of 
combat ships and provide additional spares to meet maintenance 
requirements of equipment provided under previous programs, and 
sufficient additional training ammunition to maintain unit effective- 
ness and to bring them up to an adequate level of readiness. Com- 
modity and construction project deficiencies of the Turkish naval 
forces are also included. 

The funds programed for the Turkish Air Force will continue the 
support of aircraft squadrons by providing an additional 1-year level 
of follow-on spare parts for maintenance and other equipment provided 
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under previous programs. !n addition, it includes attrition replacement 
of aircraft, 1-year level of training ammunition requirements, and 
soft goods, primarily petroleum, oil, and lubricants. 

Continuation of the military aid program in Turkey is necessary to 
ensure that aid items previously furnished are properly maintained 
and utilized to enhance the plans and objectives of Turkey’s participa- 
tion in NATO. With Turkey’s adherence to the Baghdad Pact, the 
United States is also interested in ensuring that Turkey maintains 
the forces and materiel she will need to participate in such military 
plans as the organization may adopt. 

I think it is unnecessary for me to add, Mr. Chairman, the position 
of Turkey as a military establishment, and their importance and atti- 
tude toward the Soviet in general. 

Mr. Passman. Thank you, Mr. Secretary. 

Inasmuch as these figures are confidential I shall not refer to them, 
but I think the record should indicate that the amount is some three 
and a half times more than the amount that you had for this program 
in 1956. That certainly is a little disappointing. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. We were hoping that the program would be less, the 
overall, and we see nation by nation these tremendous increases and 
it is certainly a little disappointing. 

Now, with respect to the defense support, technical cooperation, 
again that is confidential. 

Mr. Dorsey, would you like to comment on the program for 1956 
and the reasons for it? 


NEED FOR ECONOMIC DEVELOPMENT PROGRAM 


Mr. Dorsey, The requirement in Turkey is for foreign exchange 
to keep the country going and the extensive economic development 
program which it has undertaken on an even keel and at the same 
time to accumulate local currency which is needed. 

The figure proposed is entirely in the form of salable commodities 
which would support such a program. I might say that Turkey has 
been making real progress in her desire to become a self-sufficient 
republic. Her economic program has been undertaken in part 
through foreign borrowings, the pledging of gold reserves and expan- 
sion of her money supply, and as a result very considerable inflation 
has developed. We believed that the welfare of Turkey is important 
to us and we are glad to see that in recent months the Turks have 
undertaken steps looking toward setting their financial house in order. 
We are attempting to give them counsel through our technical coop- 
eration program in addition to the direct defense support funds that I 
mentioned. 

Mr. Passman. Thank you, Mr. Dorsey. 

A small committee visited in Turkey last year. We were told, in 
fact we observed, that they are overexpanded, especiajly in the capital 
investment field, where their dollar balance may be only adequate for 
gasoline supply for a week or 10 days. 


EXCHANGE RATE 


It was certainly discouraging and more disappointing to observe 
the exchange rate. The country we left betore entering Turkey had 
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a very favorable exchange rate with a limitation but not a very strict 
one on the amount of dollars that could be changed into the Turkish 
lira. In Turkey we found an altogether different exchange rate which 
was ruinous according to the report given to us. They said they could 
not do anything about it. If they did, there would be turmoil within 
the present government. Is that condition still prevalent there? Are 
you familiar with the condition? 

Mr. Rountree. Yes. 

Mr. Passman. If I have overstated it I will be happy to correct it. 

Mr. Rountresr. The Turkish economy has undergone very serious 
problems and difficulties in the recent past. I might say that Turkey 
has nevertheless, since the inauguration of our original program in 
1948, made perfectly remarkable strides in the economic field. The 
gross national product of Turkey has increased at a phenomenal rate. 
Turkey obviously required, in order to bring this development about, 
a substantial investment. That investment is paying off. They have 
however, had a number of unfortunate reverses. The year before 
last, they had a disastrous crop year which not only reduced sub- 
stantially the amount of exports available, but also required the 
Turks to import commodities which were not anticipated. 

The Government is fully aware of their financial problems. You 
may recall that the Honorable Clarence Randall recently undertook 
& mission at the request of the Turkish Government and the United 
States Government. to visit Turkey to look into the economic situation 
and to consult with both Governments on his findings. 

Mr. Randall has continued to exercise an interest in this Turkish 
picture. He has consulted both with us and the Turks. In recen| 
months the Government of Turkey announced an important program 
for economic and financial reforms designed to meet the problems 
with which the economy is confronted, and those reforms are now 
being implemented. The International Monetary Fund has an 
interest in Turkey and wishes to do what it can to be of assistance. 
A mission of the International Monetary Fund has only recently left 
Turkey after consulting with the Government. 

We believe that the problem that you have mentioned is a con- 
siderable one but one which can be brought into manageable propor- 
tions. 

Mr. PassMan. You are speaking of the exchange problem? 

Mr. Rountree. Yes, sir, and other problems in the present 
Turkish economic situation. It is not an easy process, there is not 
going to be an easy solution, but we are confident the Turkish Gov- 
ernment and Turkish people have the determination to see this through 
and to reach a satisfactory solution. 

It is quite clear that the burden is great and will require our help. 
You notice from the figures here the extent of that help which is 
needed and which we consider to be very much not only in the Turkish 
interest but the interest of the United States and free world generally 
for us to provide. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Passman. I would like to state I am not questioning their 
sincerity and their determination to live up to their agreements, but | 
am questioning the wisdom of continuing the official rate of 2% lira 
to the dollar in Turkey where, in a city outside of Turkey, the rate is 
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7% to 1. It is seriously upsetting the economy. They know about 
that; it was brought to our attention by your top men there. They 
had been trying to do something about it, but for fear there would be 
implications that would overthrow or defeat the Government they 
were reluctant to do anything to correct it. It is obvious, if the official 
rate is 2% to 1 and you can get 7% to 1 outside the country, they will 
load up with lira outside the country and go in and buy everything of . 
value in Turkey, and if.it is not corrected :it will grown progressively 
worse. 

Mr. Rounrresz. The Turkish Government realizes, I think, what 
it is up against. It has received advice and counsel from various 
missions including the American mission in Ankara, the Randall mis- 
sion sent out at the request of the Turkish Government as well as 
our own Government, and the recent mission of the International 
Monetary Fund. I think the Turks understand the situation and 
the seailiiies involved and that it was such recognition that led them 
to this new economic policy enunciated by the Prime Minister. 

Mr. Passman. As of when? 

Mr. Rountresz. December. 

Mr. PassMAN. Last year? 

Mr. Rountree. Yes. 

Mr. Passman. Thirty days after our visit there. 

Mr. Rovuntreer. I think they are making earnest efforts to imple- 
ment that policy in order to alleviate the situation. 

Mr. Passman. Could they not very easily adjust the rate at the 
actual true value of 7% to 1? Why do they not establish that rate? 
They said they knew that. 

Mr. Rountree. There are economic reasons why the Turks have 
been reluctant to devalue. 

Mr. Passman. Economic or political? 

Mr. Rountree. As you have indicated, there certainly are political 
aspects to this. Devaluation involves political consideration for the 
Turkish Government as well as for any other government in the 
world. You cannot devalue without taking into account not only 
economic but political aspects. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

RIOTS 


Mr. PassmMan. You will recall last year they had the so-called riots, 
I think that is the way to describe it. 

Has the Turkish Government been able to establish the actual 
losses in dollars? 

Mr. Rountree. Yes, sir; the Turkish Government has undertaken 
arrangements to compensate for the damage. The Parliament has 
enacted legislation which would permit reimbursement for losses 
sustained. The actual magnitude of the damage I do not have in 
mind at the present time but there is no doubt it was very considerable. 

Mr. Passman. That is a mighty serious thing. Perhaps the record 
should indicate approximately what it is. We are bound to know 
somewhere, there is bound to be information to indicate the losses. 

Mr. Rounrreer. I can say for the record, sir, my understanding 
that the claims against the Turkish Government, which thus far have 
been unexamined and unapproved, total 134.9 million lira. The 
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Turkish Government has established certain sources for reimburse- 
ment. The actual money available for settlement of these claims at 
the present time is 69.400 million lira. This damage relates both to 
Turkish national claims and foreign national claims, and includes 
damages to churches, schools, personal property, and so forth. 

Mr. Passman. That is only a partial list of the claims that will be 
filed; would you say? 

Mr. Rountree. I believe these are the claims filed to date. 

Mr. Passman. In Turkey the so-called Turks came there after the 
Greeks, and you will find Turks who have Greek names. In that part 
of the world, on a main street you may find a shop owned by a Turk 
who has a Greek name. Next door you may find a shop operated by 
a Greek with a Turkish name. ‘The riots were directed toward the 
shops with Greek names and I have never witnessed such complete 
destruction, 

Mr. Rountree. The destruction was great. 

Mr. Denton. Riots? 

Mr. PassMaNn. Yes. It was one of the cleverest carried-off jobs, 
perfectly coordinated because it struck the city and, I understand, 
surrounding islands simultaneously almost to the second. Believe 
me, if you have a bolt of cloth you would not have a piece as large as 
a shoestring left after the riot. They made sure that they accom- 
plished their mission, and everything that they went after they de- 
stroyed completely; even refrigerators were beaten to pieces. 

We do not know, but it was just after some dispute over Cyprus. 
We saw those shops. It was discouraging to see a nation that is 
friendly to us and with a very wobbly economy suffer such a blow. 
Destruction was terrific. 

During our visit there we were told that the Turkish Government 
would assume the responsibility and we heard many stories about 
what brought that about. We even heard that it was encouraged by 
the present political leaders for reasons maybe of expediting approval 
of a loan application they had pending. I guess you heard the same 
thing. 

Mr. Rountree. Yes, sir. 

Mr. PassMan. Do you think there is any foundation for such a 
charge? 

Mr. Rountres. Before answering that, may I say something off 
the record? 

(Discussion off the record.) 

Mr. Rountresr. Mr. Chairman, as you know, this Cyprus issue 
has aroused very deep emotions in the people not only in Cyprus but 
in Greece and in Turkey. It has been somewhat surprising the extent 
to which the populace in countries outside of Cyprus have reacted to 
developments relating to solutions or rumored solutions to the Cyprus 
question. The feelings in Turkey, Istanbul particularly, were running 
very high at that particulr time, as evidenced by the spontaneous 
reaction which resulted in these riots and in the tremendous losses 
that were sustained. 

I think the fact that the Turkish Government has undertaken a 
program of compensation for damages incurred as a result of the riot- 
ing is in itself an indication of the Turkish Government’s attitude as 
regards this matter. 

Mr. PassmMan. Thank you, Mr. Secretary. 
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DEFENSE SUPPORT 


Page 281, ‘Defense support.’”’ Mr. Dorsey, I believe that is under 
your department? 

Mr. Dorsey. Yes, sir. 

Mr. Passman. Would you care to make a brief statement on that? 

Mr. Dorsry. Mr. Chairman, I touched briefly on that. I might 
just repeat, as you can note there, that aid is entirely in the form of 
salable commodities which would be brought to Turkey and sold there 
and the local currency derived therefrom would be used for support of 
general government costs. 

Mr. PassMan. It is indicated at the bottom of the page ‘ultimate 
use to be determined.” 

Off the record. 

(Discussion off the record.) 

Mr. Dorsey. This in effect gives you, sir, the proposed utilization 
of the local currencies derived from the sale of imports. 


REASONS FOR TURKISH ECONOMIC INSTABILITY 


Mr. Lanuam. I would like to ask what the real reasons are for 
Turkish economic instability? 

Mr. Dorsey. I think that one of the most important factors in 
the current situation is the overwhelming desire of the Turks to attain 
self-sufficiency. In doing so I feel they have overextended themselves 
in the rate of development which they have undertaken. In other 
words, they are trying to do too much too quickly in my opinion. 

Mr. Lanuam. Do you mean in the military field or in economic 
development? 

Mr. Dorsey. I am speaking of their economic development. It is 
also true that the size of their defense program is a cause contributory 
to the situation. If I may go off the record I would say 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Lanuam. You say the present situation. How long has this 
instability existed in Turkey, this economic instability? 

Mr. Dorsey. Returning to the record, now, this situation has been 
developing for a number of years. I am going to refer this to Mr. 
Rountree, who has long been associated with it. I would say this is a 
5- to 7-year evolution; would you not, Mr. Rountree? 

Mr. Rounrres. Yes. The Turkish economy since the establish- 
ment of the Republic has undergone serious difficulties. Actually, the 
situation at the moment focuses in large measure upon short-term 
problems, but I think the situation should be viewed in perspective. 
The Turkish economy has expanded very rapidly over the period 
of the past 7 years, and whereas they do have short-term problems 
deriving from their heavy investment program which has not yet 
materialized to the point where the earnings are sufficient to meet 
consumer requirements, requirements for spare parts, and that sort 
of thing, yet the longer term prospects as a result of the development 
program are really tremendous. 

Turkey is a country of great resources, natural resources and human 
resources. The road program carried out in Turkey beginning in 
1949, I believe it was, opened up agricultural areas that had never 
been utilized simply because the goods produced there could not be 
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brought to the urban and export centers. Turkey before 1948 was 
generally an importer of food grains. I think in 1953 Turkey was the 
fifth largest exporter of food grains in the free world, something that 
came about in a period of a few years. 

So, I think, the difficulties they are encountering at the present time 
are substantial and require farsighted programs and policies to over- 
come. Nevertheless they are difficulties which we now view on the 
light of an existing economy much greater than that which existed a 
few years ago. 

Mr. Lannam. Thank you. 


MILITARY ASSISTANCE PROGRAM IN PIPELINE 


Mr. Denton. On page 276A, in the right-hand column to the right, 
that gives a figure of the military assistance program that is in the 
pipeline. 

Colonel Critz. Yes, sir; as of February. 

Mr. Denton. On the next page, 276B, in the right-hand column, 
is a list of the goods that are in the pipeline. 

Colonel Critrz. Yes, sir. 

Mr. Denton. I notice a tremendous amount of that is trucks. 

Colonel Critz. Yes, sir. 

Mr. Denton. How long have they been in the pipeline? 

Colonel Crirz. Part of those are the fiscal year 1956 program and 
part are for the fiscal year 1955 program. 

Mr. Denton. Why should you have that much delay in getting 
delivery of trucks now? 

Colonel Critz. We have this problem: When we established this 
program we took from the inventories of the military departments 
the vehicles called World War II types. We took those and are still 
taking them only as the military departments receive new types from 
the manufacturer. We are reaching the end of the road on the old 
World War II types and the replacements coming from the military 
departments are pretty slow. I believe Mr. McGuire told you the 
last deliveries of World War II vehicle types will be made this fall 
and from then on we will have to go into new procurement. 

Mr. Denron. So a very large part of this large figure will be de- 
livered to the Turks this year? 

Colonel Crirz. Yes, sir. 

Mr. Denton. You are asking for—I guess I can mention this 
figure for military assistance for this year. 

Colonel Critz. Yes, sir. 

Mr. Denton. There should not be any trouble getting trucks and 
this type of equipment now? 

Colonel Critz. No, sir. Most of that will be new equipment. 

Mr. Denton. If you add those it makes a tremendous amount for 
military assistance to be delivered this year. 

Colonel Critz. May I repeat what Mr. McGuire said about the 
lead time in getting the fiscal year 1957 program into operation. It 
takes approximately 6 months after appropriations to refine, process, 
and fund, and obtain approval of the programs prior to issuing supply 
contracts. 

Mr. Denton. You still have another 6 months. 
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Colonel Critz. The contract is not executed until the end of the 
6 months, and then production takes about 6 months before the 
vehicles start coming off the line. Therefore actual delivery of the 
vehicles in the fiscal year 1957 program will probably begin during 
the first part of 1958. 

Mr. Denton. Of course most of the manufacturers can give you 
quicker delivery than 6 months now? 

Colonel Crirz. I realize that, but we cannot accept a standard 
commercial vehicle. They must be modified somewhat. 

Mr. Denton. With this tremendous delivery to be made this year 
on pipeline goods, is there any reason why the appropriation for this 
year should be approximately four times what it was last year? 

Colonel Crirz. Yes, sir; I believe there is. Last year we were 
limited in our total amount of funds for this program, approximately 
$1 billion. The program on which we are planning here is $3 billion. 

Mr. Denton. Let me stop you there. You are aware of the fact 
that the House cut that? 

Colonel Critz. Yes, sir. 

Mr. Denton. And when they voted a while ago, if the cut had not 
been made I do not think the bill would have passed. I was home 
last week and sentiment is very, very strong in the part of the country 
I come from in favor of the action of the House. So I think it is 
pretty clear that instead of increasing the program they expect to 
decrease it. I think it would help us a great deal if you could show us 
how this program could be cut down. 

Colonel Crirz. Turkey is one of our most critical areas at the 
moment. Whatever the appropriation turns out to be, Turkey will 
be one of our high priority requirements. 

Mr. Denton. Of course it strikes me, with the deliveries you bave 
in the pipeline plus four times what you had before, you are going to 
deliver more to Turkey than you have in the entire program this year? 

Colonel Crirz. That is correct. I might, off the record, inform you 
approximately what we will deliver this year, and we consider it 
unsatisfactory from the point of view of meeting the Turkish 
requirements. 

(Discussion off the record.) 

Mr. Denton. With what you had last year and what is in the 
pipeline it would mean you would have $———— in the pipeline which 
you should get deliveries on? 

Colonel Crirz. Yes, sir. 

Mr. Lanuam. Was your appropriation for Turkey cut last year 
from what you had requested? 

Colonel Critz. Yes, sir. 

Mr. Lannam. How much? 

Colonel Crirz. Our original request was $1.4 billion. It was later 
reduced to $1.125 billion. 

Mr. Lanuam. I am speaking of the amount allocated to Turkey. 

Colonel Critz. Yes, sir, it was reduced. 

Mr. Taser. But there was no specific cut on Turkey. It was an 
allocation of the cut by the executive department. 

Mr. Lannam. You have said you were limited last year. Whose 
fault was it you were limited? 

Colonel Critrz. The cut, as Mr. Taber said, was overall and we 
reduced all country programs accordingly. 
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Mr. PassmMan. The distinguished gentleman from Indiana has 
opened up something most important. I think the record should 
indicate at this point the situation as some of us understand it, at 
least. Witness after witness testified that there was no noticeable 
damage done on account of the overall reduction made last year, 
Is that your understanding, Colonel? 

Colonel Critz. I have heard all the testimony, sir, and when T say 
the program was cut slightly I mean it did not meet all the require- 
ments we had intended to fund last year. 

Mr. PassMAN. Would you say the program was hurt to any serious 
extend by the reductions made by Congress last year? 

Colonel Crirz. If we get what we are asking this year to try to 
meet the requirements on which we are basing our request; no, sir. 

Mr. Passman. Let us talk about last year. Can you point out 
any serious damage to the program on account of cuts made last year? 

Colonel Critz. We had asked a certain amount for Turkey. We 
reduced it accordingly. As you know, we would not have delivered 
that equipment during this fiscal year normally because it takes about 
a year to get it under order and delivered. So by putting it in the 
order stage now I cannot say what the slippage has done. 

Mr. Passman. I was trying to skip over this rough spot in the 
road, but inasmuch as my distinguished colleague raised it I have 
other points I would like to bring out. 

We have been told you could not pinpoint any damages to the pro- 
gram as a result of the reductions made last year. I think it also has 
been testified that going back to June 1 last year, you had to get 
special permission to reserve 22 percent of your annual appropriation 
on the last day of the year. In addition to that, if you pick up fiscal 
years 1955, 1956, and what you contemplate spending in 1957, the 
figures are ‘like this: $2.3 billion; $2.2 billion; and $2.7 billion, an 
average of slightly under $2.5 billion annually. 

It has been testified the lead time is less then 2 years, but say the 
average is 2 years and your average annual program is $2.5 billion. 
When you have $5 billion in the pipeline and get a new appropriation 
of $2.5 billion, how could the program possibly be hurt unless you 
are off on your lead time or unless you are off on your expenditures? 
In addition, you have the authority to transfer from one fund to the 
other. 

Colonel Crirz. I was before this committee last year and I am 
aware of all the matters of which you speak. On this particular 
question about hurting the program, I was speaking only from the 
point of view we had contemplated funding certain requirements 
which we had scheduled for Turkey and, as you recall, last year there 
were only certain countries where we had specific programs. Turkey 
was one of those. Those countries are the ones where we did program 
certain specific requirements and we have picked them up this year— 
those that we were not able to fund last year. 

Mr. Passman. Thank you. 

How much money do you have allocated to Turkey at this time in 
the obligated and reserved columns? . 

Mr. Saaw. Mr. Taber asked for a report on that which we hope to 
give to the committee tomorrow morning. 

Mr. Passman. I appreciate your being frank in saying that it is 
not available at this time. So you do not know what is on hand 
obligated and what is on hand reserved? 
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Colonel Critz. We have it overall, sir. 

Mr. PassMaNn. I am talking about Turkey. Off the record. 

(Discussion off the record.) 

Colonel Crirz. I can say, sir, that everything we have shown in 
our to-be-accomplished column is on order and held in reservation. 

Mr. Passman. In reservation, but you have not had any serious 
upset in the program as a result of the small reduction made last year? 

Colonel Crirz. I did not mean to say that. I merely meant to say 
we had slipped on requirements, which we picked up this year. 

Mr. Passman. As a layman I have difficulty in understanding what 
vou have reference to when you refer to a slippage. 

Colonel Critz. In the program last year we had a specific item for 
this particular country. We slipped some items and have picked 
them up in this vear’s program. 

Mr. Lanuam. Did you cut the requirements for all countries or did 
you try to take care of the countries where you had a serious situation, 
like in Turkey? I imagine you did try to take care of those countries 
where the need was greatest. 

Colonel Crirz. We did. I can cite as examples Korea, Taiwan, 
Pakistan, Turkey—those that were presented to you last year as 
country requirements. 

Mr. PassmMan. But you do have the right under the law to transfer 
from one to the other? 

Colonel Crirz. That is correct. 

Mr. Passman. And the point I am trying to clear up—and if I am 
wrong I certainly want it brought up before this bill is reported to the 
House—I believe it has been well established that the lead time is ap- 
proximately 2 years? 

Colonel Crirz. Yes, sir. 

Mr. Passman. If your average expenditure, even during the years 
where you had more money than you could possibly obligate and you 
had to throw it in reserve—if your average expenditure is $2.5 billion 
annually and you have $5 billion in the pipeline, you are bound to 
have a normal program; that is, if you contemplate spending an 
average of $2.5 billion, with $5 billion in the pipeline and a new 
appropriation of $2.5 billion, with a 2-year lead time you could not 
have a fouled-up program? 

Colonel Crirz. On that basis I agree with you 100 percent. 

Mr. Passman. If you agree with me I will stop at this point. I 
wish that you would go over the figures and if you get the same figures 
that I do, expenditures for military of $2.3 billion, $2.2 billion, and 
you contemplate $2.7 billion this year, put the 3 together and divide 
it by 3. Then go back to your reserved and obligated balances, 
and if you find $5 billion there and you get $2.5 billion this year, you 
and I will wind up in complete accord. 

Colonel Critz. On that figure basis; yes. 

Mr. PassMan. I have to put it on that basis. We are dealing with 
lead time, expenditures, and the amount in the pipeline. Will you 
look into that and give me an answer tomorrow morning? 

Colonel Crirz. I will, sir.* 

Mr. PassmMan. We will discuss it further tomorrow. 

Mr. Denton. Do I understand that this figure on page 276-A in 
the upper righthand corner is not the amount of goods that is in the 
pipeline? 
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Colonel Critz. It is, sir. 

Mr. Denton. I understood you were going to bring us that figure 
tomorrow. Is that a different figure, or is that the correct figure? 

Colonel Critrz. No, sir. What Mr. Shaw was referring to was a 
table Mr. Taber asked for last week, in which we would give consid- 
erably more detailed information on fiscal years 1955 and 1956 pro- 
grams. This figure is correct as to the pipeline. 

Mr. Denton. Off the record. 

(Discussion off the record.) 


SIZE OF TURKISH ARMY 


Mr. Taser. Turkey has how much of an army at this time? 
Colonel Critz. May I go off the record, sir. 
(Discussion off the record.) 


DELIVERIES 


Mr. Taser. The figure on your deliveries indicates you have 
delivered about two-thirds of your overall program. 

Colonel Crirz. Yes, sir, as of the 29th of February. 

Mr. Taser. As to equipment and supplies, what kind of supplies 
do you give them? Do you have to give them grain or not? 

Colonel Critz. Sir, we have a small direct forces support program 
for Turkey. If you would look on page 276—D you will see it listed 
in the amount of $ . It is broken down primarily in POL and 
other items. The other items include certain equipment for the forces, 
such as web equipment and other things as opposed to clothing. 

Mr. Taser. It is largely clothing? 

Colonel Critz. Well, there is web-type equipment and support items 
other than clothing. 

Mr. Taser. Out of the $——-—— yet to be delivered how much do 
you plan to have accomplished by the 30th of June 1957? 

Colonel Crirz. Sir, we plan or hope to accomplish by the 30th of 
June, 1957—if I may, sir, I would like to refer to that table which 
we are preparing for you, which will have that estimate on it. We 
will have it tomorrow. 

Mr. Tarer. All right. 


INCREASE IN MILITARY ASSISTANCE 


Mr. Wiaeieswortn. I assume that this increase in military 
assistance again reflects the policy that has been referred to in other 
countries of more or less marking time in the current fiscal year pending 
the survey that Mr. Hensel was conducting? 

Colonel Crirz. That is correct, Mr. Wigglesworth. 

Mr. Wiceiesworrn. I notice that the Turkish contribution to 
defense has been as high as 38 percent of total expenditures, and for 
fiscal year 1956 it is estimated to run just about 33 percent, or a total 
of $————; is that right? 

Mr. Rountree. Yes, sir. 

Mr. WieeLeswortn. Apparently they have an estimated budgetary 
deficit for the current fiscal year of about $————,, which reflects the 
$———— for defense purposes and $———— for capital outlay? 

Mr. Rountresr. That is correct, sir. 








422 


BALANCE OF PAYMENTS 


Mr. Wiccieswortu. The balance of payments seems to be adverse 
in 1955, in the amount of about $ 
Mr. Rountree. That was the size of the balance of trade deficit. 

Mr. WiccLeswortu. To offset that you propose $ in defense 
support plus the indicated increase in military assistance, which 
would seem to give an increase about equal to the budget deficit, plus 
the balance of payments deficit. Is that the way the figure for de- 
fense support is arrived at? 

Mr. Dorsey. I do not think, sir, that the military program is cal- 
culated into the balance-of-payments account. Our proposed figure 
for defense support is an approach to closing that gap. 

I think it might be of interest to the committee at this stage to 
mention some of the measures which the Turkish Government in 
January said it would undertake on its part to reduce the severity of 
conditions it faced. 

One was to operate on the basis of a balanced budget. 

The second was not to increase the supply of money and credit. In 
other words, there would be no borrowing from the Central Bank that 
would mean new money. 

Another was to cut the investment rate by around one-third. 

Others were to put a ceiling on agricultural credits and to restrain 
so-called state enterprises. 

Mr. Wiccieswortu. Is it estimated that there will be about a 
$ gap if those conditions are complied with? 

Mr. Dorsry. That is our hope. 

Mr. WieeLeswortH. That is the basis of the figure you are 
submitting? 

Mr. Dorsey. Yes, sir. That is a strong factor. It is always 
possible, of course, that there might still remain a gap. I would like 
to go off the record at this moment. 

(Discussion off the record.) 

Mr. WiccieswortsH. On what basis is this military assistance figure 
arrived at? 

Colonel Crirz. Our total $ 

Mr. WicGLeswortu. Yes. 

Colonel Critz. Sir, we took the requirements presented to us, as 
drawn up in the field. 

Mr. Wiccieswortu. As of what date? 

Colonel Critz. They were prepared last fall, sir. 

Mr. WIGGLESWoRTH. Requirements as of what date? 

Colonel Crrrz. As of last fall, sir. 

Mr. Wiccieswortu. For what period? 

Colonel Crirz. Well, sir, let me put it this way: Our directive to 
the field requested the MAAG’s to draw up their requirements for 
fiscal years 1957-59 and after, and to schedule those requirements by 
years. We took those requirements that were requested for fiscal 
year 1957 and screened them here in Washington. They were also 
screened by the unified commands. This is the amount we believe 
should be put in the fiscal year 1957 program. 

Mr. WiacLeswortu. What does it represent? I thought you were 
going to deliver $——W— in fiscal 1957. 

Colonel Crirz. Fiscal year 1956, sir, for the $-——. 
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Mr. Wiacieswortu. Do you have a figure which represents the 
requirements that you would hope to deliver in fiscal 1957? 

Colonel Critz. No, sir. 

Mr. WiaeteswortH. You have obligations in respect to com- 
modities to be delivered in 1957-59? 

Colonel Crirz. That is correct, sir. Very little of this amount and 
very few of the items will actually be delivered in fiscal year 1957. 

As I mentioned earlier, our lead time will result in placing the first 
orders about 6 months after appropriations, and then we will start 
delivery sometime after that. Deliveries will be primarily in 1958. 

Mr. WieaLesworts. How much will be delivered from this figure 
we approve in 1957? 

Colonel Critrz. Mr. Wigglesworth, it would only be a guess on my 
part, but I would say most of the soft goods as represented by the 
direct forces support program, on page 276—D, and perhaps some 
of the short lead time replacement items on spare parts would be 
about all that would be delivered in fiscal year 1957. Most of the 
items that have to be built will come off production lines in 1958 and 
1959. 

Mr. WieeLeswortnH. How do you determine when to request the 
balance of the figure? 

Colonel Crirz. Sir, we take the items the MAAG’s requested by 
year and met them as closely as we can in light of production sched- 
ules and our requirements worldwide. These requirements are what 
the military departments determined should be programed this year 
to meet the MAAG’s time-phased requirements. 

Mr. WiaeLteswortn. If this figure were reduced it would reduce 
deliveries in 1958 or 1959? 

Colonel Crirz. Yes, sir. 

Mr. WiaeLteswortnH. Or subsequently? 

Colonel Crirz. It will, sir. 


BASIS FOR REQUESTING FUNDS 


Mr. Forp. In making up these programs you request the various 
MAAG’s to submit their requirements for the years you indicated 
earlier. They are not given a dollar amount under which they might 
make such a request? 

Colonel Critz. They were not last year, no, sir; and we do not 
intend using such a procedure in our future programing. We plan 
for them to ask for requirements as they see them on a time-phased 
basis. We then check those against our production capability and 
the money made available by Congress; and that is what we program. 

Mr. Forp. So that the first dollar figure occurs after a MAAG 
has submitted its program? 

Colonel Critz. Yes, sir. 

Mr. Forp. And it has been screened by the Department of Defense? 

Colonel Critz. That is correct, sir. 

Mr. Forp. I notice on page 280 under your “Direct forces support 
program” a rather direct change in the apparent way in which POL 
has been handled. Those figures in the several columns indicate 
that in fiscal 1956 and fiscal 1957 there is an abrupt increase in our 
participation in the procurement of those funds. Why would that be? 
What is the reason? 
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Colonel Crirz. In the POL, sir, or in the total? It is in the total. 
The POL is actually a little less in fiscal year 1957. 

Mr. Foro. If you will look at the amount to be accomplished under 
that heading for the period 1950 through 1956, there has hardly been 
any except that which will be done in fiscal 1956. The assumption 
would be that Turkey took care of that requirement from fiscal 1950 
through 1955; is that correct? 

Colonel Crirz. Mr. Ford, the direct forces support program was 
supervised by FOA prior to fiscal year 1956. I would have to check 
with ICA as to the way it was handled prior to fiscal year 1956. 

Mr. Forp. It would appear from these tables my assumption is 
correct. 

Colonel Crirz. Yes, sir; but I would like to check that. Fiscal 
year 1956 was the first year we programed direct forces support in the 
Department of Defense. 


COUNTERPART FUNDS 


Mr. Forp. On page 271 there is some chart material with reference 
to counterpart releases and United States local currency grants. How 
much in counterpart funds is available there for such purposes? 

Colonel Critz. May I ask Mr. Murphy to answer that? 

Mr. Forp. In fiscal 1955 and fiscal 1956 there has been a sizable 
increase in that program? 

Mr. Dorsny. May I point to page 284 of the book? 

Mr. Forp. Surely. 

Mr. Dorsry. There is a figure at the bottom of the page which is 
an estimate of the total local currency availability, which would 
reflect the proposed 1957 program plus pipeline items, as I understand 
it. 

Mr. Forp. Is that figure set forth at the bottom? 

Mr. Dorsey. Yes. The double line is drawn underneath. 

Mr. Forp. That is what we would assume would be during fiscal 
year 1957 available in toto for counterpart and United States local 
currency grants? 

Mr. Dorsry. That is my understanding. 

Mr. Forpv. Would that figure compare with the figure on page 271 
under the column 1956, estimated? 

Mr. Murpnuy. No. It would include that, Mr. Ford. The 71, of 
course, would be the amount released for budget purposes to the 
Turkish Government; whereas the difference might be used for de- 
velopment projects in which we would be interested in financing. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Gary. Colonel, it would appear from the general figures which 
have been submitted to us that Turkey and Greece are doing a very 
good job on their own part so far as their defense is concerned. For 
example, it appears that Turkey has spent during the Jast 3 or 4 years 
from 32 to 38 percent of their total expenditures for defense. 

Colonel Crirz. That is correct, sir. 

Mr. Gary. Their defense expenditures have amounted to from 5 to 
6 percent of their gross national product, and in Greece the defense 
expenditures have been from 30 to 35 percent of the total expenditures, 
and 6.5 percent of the gross national product. 

Colonel Crirz. That is correct, sir. 
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Mr. Gary. That compares with defense expenditures of approxi- 
mately 35 percent of total expenditures on the part of the United 
Kingdom and 8.7 percent of gross national product. So far as France 
is concerned, even though they have been fighting a war, their defense 
expenditures have only been from 26 to 29 percent of their gross 
ont and from 7 to 10 percent of their gross national product. 

taly’s defense expenditures have been only from 18 to 22 percent 
of their total siioaiianane and only 4 percent of their gross national 


product. So, Greece and Turkey have a very good record when you 
compare them with other European countries. 
The hearing will be adjourned until 10 o’clock tomorrow morning. 


TUESDAY, JUNE 12, 1956. 
DEPENDENT Overseas TERRITORIES— AFRICA 


Mr. PassmMan. The committee will come to order. 

The first program we will consider this morning is the Dependent 
Overseas Territories, Africa. 

I notice in the fiscal year 1956 program you had $1.3 million, and 
for the fiscal year 1957 program you are requesting $1.2 million. 
That is a decrease of $100,000 from the amount requested for fiscal 
vear 1956. 

OBLIGATIONS AND EXPENDITURES 


Of the $1.3 million available for fiscal year 1956, what amount has 
been expended? 

Mr. Murpuy. The expenditures through March 31, Mr. Chairman, 
were $951,000. 

Mr. Taser. $951,000? 

Mr. Murpny. Yes. 

Mr. Taser. You mean out of the $1.3 million? 

Mr. Murpny. No, sir. That is total expenditures. 

Mr. Taser. Plus previous years? 

Mr. Murpny. Yes. Out of the $1.3 million for fiscal 1956 the 
total was $109,000 in expenditures for the first 9 months. 

Mr. PassMaAn. Leaving unexpended out of the $1.3 million what 
amount? 

Mr. Murpny. Approximately $1.2 million. 

Mr. PassMAn. Then why would you need any additional money 
at all for this program for fiscal 1957 with such very large unexpended 
balances on hand? 

Mr. Murpuy. The $1.3 million for 1956 will be obligated by 
June 30. 

Mr. PassMan. On this particular item we are interested, to a 
very large degree, in the expenditures rather than the amount obliga- 
ted. You have almost $1 million unexpended? 

Mr. Murpny. Yes, sir, that is correct. 

Mr. Passman. What amount do you have, as of the latest date, 
unobligated out of this amount? 

Mr. Murpny. As of May 31 the unobligated amount was $557,000. 

Mr, PassMAN. $557,000 unobligated as of May 31? 

Mr. Murpny. That is correct. 
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Mr. Passman. Then more than 25 percent of the total amount 
appropriated for fiscal 1956 is unobligated with only 30 days to go in 
this fiscal year? 

Mr. Murpny. That is correct, sir. 

Mr. Passman. Do you believe you can justify a request for an addi- 
tional $1.2 million with such figures as you have given? Would you 
care to address yourself to that? 

Mr. Dorsey. I will speak to that. As you know, we have had 
some difficulties in obtaining services of capable technicians to go to 
Africa. We have more of a problem there than in most of the other 
countries. We are making progress. We are doing as much work as 
we can by contract and are licking the problem. I would say, without 
undue stimulation but keeping this program at the normal rate of 
operations, we would pretty nearly obligate the remainder by the end 
of this month. We have a number of contracts that are near the 
completion stage in negotiations. 

Mr. Passman. How long has this particular program been in effect 
in this country? 

Mr. Dorsry. The DOT’s program has, I believe, been going on for 
some 4 years. 

Mr. Passman. And even after 4 years we are going to come into 
the last month of the fiscal year with approximately 25 percent of 
the prior year’s appropriation unobligated? 

Mr. Dorsey. I would like to point out two facts. First, we have 
cut down this program considerably. This year we are asking funds 
for territories closely approaching self-government. 

Mr. Passman. I wonder if we could discuss this on a narrower 
basis. I am referring specifically to this country of Africa where 
you had $1.3 million last year and are asking $1.2 million this year. 

Mr. Dorsey. That is right. We are cutting down the number of 
countries. This is for the dependent overseas territories; the countries 
which are approaching self-government, including the Gold Coast, 
Nigeria, Uganda, and Somalia. We have cut out some countries 
which had been in the program. 

Mr. PassmMan. According to the information given us by Mr. 
Murphy, as of June 1 or May 31, after 11 months of the present fiscal 
year had elapsed, you had unobligated $557,000; is that correct? 

Mr. Murpuy. That is correct. 

Mr. Passman. Which is more than 25 percent of the total appro- 
priation for the year, and you will have approximately $1 million in 
unexpended money? 

Mr. Murpny. That is correct, sir. The unexpended figure was 
as of March 31. 

Mr. PassmMan. Then if there should be a reduction in the request, 
you do not feel there would be too much damage done based upon the 
fact that you do have the unobligated balance as well as the large 
unexpected balance? 

Mr. Dorsey. I feel there would be damage done. In this program 
there are five countries and there is, as a result, less play as far as one 
particular country is concerned. It would mean we would be faced 
with some difficulty in that respect. 

Mr. Passman. I want to be fair about this. Do you think you 
would have felt the same way last year had I asked the same questions 
about the $1.3 million? 
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Mr. Dorsey. I am not sure. I was not working on the program 
at that time. 


DUPLICATION IN TECHNICAL ASSISTANCE PROGRAMS 


Mr. Natcuer. I would like to know whether or not there is any 
duplication between this program and the technical assistance pro- 
gram of the United Nations in regard to agricultural demonstration 
and extension vocational educational work? 

Mr. Dorsey. I would like to refer you to page 79 of the project 
which will show you, country by country, the projects we are under- 
taking and will give you a more complete idea of the nature of the 
projects. We have found that the work of the United Nations in 
technical assistance has been complementary rather than competitive; 
our people in the field try to work with the United Nations people 
on programs. I can assure you that the U. N. is just as desirous as 
you are and as we are to avoid any duplication, to work out programs 
in the area that will complement each other. If another organization 
is there first, we certainly do not want to utilize public funds dupli- 
cating its program. There is consultation at the field level and in 
Washington on any program that might involve duplication. 

Mr. Natcuer. You feel there is very little, if any, duplication in 
regard to this particular program? 

Mr. Dorsey. I do. 

Mr. Natcuer. Thank you. That is all. 


ACTION OF LIBYAN GOVERNMENT IN RESTRICTING FOREIGN INFORMATION 
CENTERS 


Mr. Lanuam. I read this morning in the press a story about Libya. 
We were discussing Libya yesterday. The charge was that our infor- 
mational program was being limited by the Libyan Government upon 
protest of the Russians; that although Russia had distributed huge 
amounts of literature of all sorts, they were now protesting our infor- 
mational work, and that the Libyan Government had actually put 
restrictions on our informational program. Do you know about that? 

Mr. Rountree. Mr. Lanham, we do not have a full report on 
that yet. We have a preliminary report from ourembassy. However, 
I think the indications are that this decision was not taken by the 
Libyan Government on the basis of a Soviet protest or a protest by 
any other government, but that it was based on problems arising from 
propaganda distributed by various foreign countries in Libya. As 
far as United States-Libyan relations are concerned, we consider that 
they are excellent at the present time. We have been pleased with 
the extent of cooperation we have received in Libya. The Libyans 
seem to be appreciative of the steps we took that led to the independent 
state of Libya and the support we have given to the economic develop- 
ment of Libya. 

1 would be disinclined to believe that any such action taken by the 
Libyan Government would be directed at the United States, and I 
would be strongly disinclined to believe that any such action would 
be taken on the basis of a protest by the Soviet Government. As I 
said, we have not as yet received full information from our embassy. 

Mr. Lanuam. Thank you. 
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FACTORS DETERMINING WHETHER ASSISTANCE IS GIVEN 


Mr. Denton. How do you decide that you will give technical 
assistance to one country in Africa and not to another? 

Mr. Dorsry. Mr. Denton, let me say this: We are, of course, very 
much aware of the growing importance of Africa. The dependent 
territories have presented a special problem. In many cases they are 
already receiving considerable assistance, both military and technical, 
from the metropolitan countries; some of the metropoles have not 
wished for outside assistance, and others have wished to approach 
the problem slowly to be certain that any aid is effective. I would 
like to recall the sense of Congress last year; that assistance in Africa 
among the dependent territories be given to such territories where, 
and I quote, ‘it would promote the growth of self-government.”’ We 
have tried to tailor our program along those lines. As I mentioned a 
moment ago, we have concluded our programs in a number of the 
countries. 

Mr. Denton. What is that country north of Kenya and east of 
Ethiopia? There is a lake that runs right in there. 

Mr. Rountree. Somalia? 

Mr. Denton. In those countries there is quite a movement for self- 
government. 

Mr. Rountree. Sir, there are certain dependent territories in Africa, 
including the Gold Coast, Nigeria, Uganda, and Italian Somalia, that 
are approaching the time when they will have self-government. It is 
with regard to those countries this program is primarily directed. 

I would like to supplement what Mr. Dorsey has said regarding how 
we determine which countries are to be assisted and how we coordinate 
that assistance with other forms of assistance which might be extended 
to those territories. 

These programs, as you know, would be totally unworkable were 
it not for the cooperation of the European countries which are re- 
sponsible for the administration of dependent territories. In each 
instance where we have undertaken or planned to undertake tech- 
nical assistance programs, we have done so with the advice and con- 
sent of the administering power. This is true with regard to these 
four dependent countries, where it appears our aid would be most 
effective and most wise in terms of political considerations on the 
African Continent. 

Mr. Dorsey. May I say, too, that one of the criteria we use is that 
of particularly pertinent or unique experience we might have in the 
United States which applies to the problems these countries face. 
Education, agriculture, and transportation are three fields in which we 
have something special to offer them. 

Mr. Denton. Thank you. 


TECHNICAL ASSISTANCE IN AGRICULTURE 


Mr. Taser. This is a technical assistance program. According to 
page 287, almost one-third, or $685,000, goes for agriculture. What 
does that mean? What do you do and where do you do it? 

Mr. Dorsey. Those funds are largely spent, Mr. Taber, for the 
hiring of technical personnel to act as consultants to the local govern- 
ments in the development of agricultural techniques and organiza- 
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tions. I would like to add that we are using contracts with universi- 
ties, engineering and health organizations, as another means of supply- 
ing advisory assistance. 


SUPPLIES AND EQUIPMENT 


Mr. Taper. You have $146,000 for technicians and you have 
$379,000 for supplies and equipment. I wonder what you can tell 
me about that? Is that for plows and harrows and rakes or for road 
material? 

Mr. Dorsey. It is more for laboratory type equipment, sir, in agri- 
cultural laboratories, items of that sort. In other words, it is demon- 
stration and technical equipment. 


CONTRACT SERVICES 


Mr. Taper. You have $640,000 for contract services. What is 
that? 

Mr. Dorsey. Those are contracts for technicians to act in an ad- 
visory capacity, just as the technicians do whom we hire directly. 

Mr. Taser. Can you give me the names of those countries? 

Mr. Dorsry. The Gold Coast. 

Mr. Taser. That is a dependent of what country? 

Mr. Dorsey. Great Britain. 

Mr. Taser. And the others? 

Mr. Dorsey. Nigeria. I could refer you to page 79 of this yellow 
project book which gives you project by project. 

Mr. Taser. That is the yellow book? 

Mr. Dorsry. Yes; and then Somalia. 

Mr. Taser. Nigeria; is that British, too? 

Mr. Dorsey. Yes. 

Mr. Taser. Somalia? 

Mr. Dorsey. That is Italian, Mr. Taber. 

Mr. Taser. Then you have one more. What is that? 

Mr. Rountrer. That is all for the new program. 

Mr. Murpny. That is all; four countries. 

Mr. Dorsry. Mr. Taber, if I may, for the record I would like to 
point out, in reply to your question on supplies and equipment, that 
there is some well-drilling equipment which is bein used in Somalia. 
If you will look on page 79 you will see we are carrying on a con- 
siderable water investigation program to supply water for agriculture 
in that very dry country. Well equipment included for that program 
accounts for a considerable percentage of the $379,000 that you 
mentioned. 

Mr. Taser. This item for bringing people to the United States, 
what does that come under, contract services? 

Mr. Dorsry. That comes under participants. 


PUBLIC ADMINISTRATION 


Mr. Taser. I notice you get into public administration with 
$75,000. To what extent do you do that? 

Mr. Dorsry. This accounts for a college contract for the estab- 
lishment of a Department of Management at the University College 
of the Gold Coast. As you know, in these countries one of the most 
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acute needs is for indigenous administrators. They are trying to 
train them as fast as they can; this section on the University College 
would be for that particular purpose. Their educational system has 
been, largely, modeled on the British in the past. Here is an example 
of a dependent territory turning to us for the rather specialized 
training which we offer in the United States which is less frequently 
offered by the European countries. Administrative training here in 
the United States is quite well known, as you know. 
Mr. Taser. I think that is all. 


TECHNICAL AID TO UNITED KINGDOM DEPENDENCIES 


Mr. Hanp. Does the United Kingdom participate in the technical 
aid which we are giving to their dependencies? 

Mr. Dorsry. Let me reply partially and then turn it over to 
Secretary Rountree. 

These programs are developed with the approval of the metropolitan 
government which is, itself, giving very considerable technical aid to 
the newly developing countries. We have a situation here that is 
similar to the one I cited a few moments ago in regard to United 
Nations programs. These are complementary programs worked out 
on that basis with the metropolitan countries, but the metropoles do 
not participate in our program. We carry on our own program, of 
course, with the officials of the territories. We do our planning so as 
not to compete with them but, rather, to complement what they have 
done in the past, or to fill in gaps. 

Mr. Hann. The question I had in mind was whether the United 
Kingdom spent money on similar programs in their own dependencies? 

Mr. Dorsey. Yes. 

Mr. Rountrer. May I add that the expenditure programed here 
would be a small part of what the British Government, for example, 
spends in assistance programs of various kinds in their areas, There 
are a number of fields in which we are uniquely qualified to advise 
and help the people and in which the European powers welcome our 
assistance to supplement what they themselves are doing. It gives 
us an excellent opportunity not only to contribute directly to the 
economic development of those countries, but also to form contacts 
and let the people in these developing areas know of our interest. 
It is thus very good from the political and psychological standpoint 
as well as the purely economic. 


INFORMATIONAL CENTERS IN LIBYA 


Mr. Hanp. I understand that earlier the gentleman from Georgia, 
Mr. Lanham, discussed a newspaper article about the action of the 
Libyan Government in discontinuing informational centers. There 
was such a discussion, was there? 

Mr. Rountree. Yes. 

Mr. Hanp. Did the gentleman point out the last paragraph of the 
newspaper article which stated that among the countries maintaining 
information agencies in Libya was Egy pt?” 

Mr. Rountree. He did not specifically mention that, but it is true 
the Egyptians have information facilities in Libya and all the Arab 
States. 
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Mr. Hanp. Does it strike you as being a little unique, if Egypt can 
afford to do that propagandizing, we will call it, that she should be to 
an extent a dependency of ours? 

Mr. Rountree. | think most of the countries in that region do in 
fact maintain very close contacts with their neighbors and do carry 
out programs of information of various types. I do not think that 
would necessarily imply that the state of finances of Egypt is such that 
they can engage in a superfluous type of government operation, but 
it is a fact that these operations are carried on almost universally. 

Mr. Hanp. Thank you. 













PALESTINE REFUGEE PROGRAM 






Mr. PassmMan. The next item is “Palestine refugees,” page 289. 
The program for fiscal year 1957 is estimated at $45.3 million. The 
request is not for new funds but for reappropriation of funds made 
available for the program last year. 

Before the gentleman’s general statement, I would like to request 
that we insert in the record all the contents of pages 289 to 292 of 
Volume II. 

(The material referred to is as follows:) 
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GENERAL NARRATIVE STATEMENT 






Current situation ; 

The continuing existence of nearly a million Arab refugees from Palestine, 
impoverished and largely dependent for their subsistence on the United Nations 
Relief and Works Agency for Palestine Refugees in the Near East (UNRWA), 
lies at the heart of a tragic situation that menaces the peace of the Near East 
today. Since 1948, when the refugees left their homes and possessions in what 
is now Israel for neighboring Arab lands, it has been clear that the financial and 

: material resources of the Arab nations are inadequate to cope vith this problem 

5 without substantial help. Despite the frustrations and tensions that have 

characterized the Near East since that time, UNRWA has maintained a pre- 
carious stability among these uprooted and deeply embittered peoples throu: h 
an efficient program of relief. Food, shelter, and medical care have been provided 
at a cost of less than $30 per year per refugee, and educational opportunities are 
now furnished to more than 150,000 refugee children. 

But relief alone can provide no permanent solution to the problem. While 
many refugees have found employment, the limited opportunities for self-support 
in these harsh and arid lands have now largely been exhausted. Meanwhile, 
the excess of births over deaths results in an increase in the refugee population 
of 18,000 to 20,000 annually. 

The need is apparent, therefore, for development programs capable of providing 
homes and jobs on a large scale. To meet this need, several massive irrigation 
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projects have been proposed, and the detailed engineering studies required for 
the construction of two such projects have been completed in the Jordan Valley 
and on the Sinai Peninsula. There are additional large-scale development possi- 
bilities in Syria and Iraq, potentially capable of supplying a livelihood for hun- 
dreds of thousands of refugees; however, neither country has so far been prepared 
to cooperate in working out major projects for refugee resettlement, 


The relief program 


As of June 30, 1955, there were 905,986 refugees registered with UNRWA, as 
compared with 887,058 on the same date the previous year. The basi rat n, 
consisting of 1,600 calories per day in winter and 1,500 calories in sumrer §; 
inadequate if considered at the total individual consumption, but many re’u ;ees 
earn small amounts through part-time work and are able to buy additional food- 
stuffs. Children, pregnant and nursing women, tubercular refugees, and hospital- 
ized refugees are provided with supplementary rations. 

The refugees in Jordan totaled 499,606 on June 30 and constituted over one- 
third of the population of that country. In the Gaza strip, scene of several armed 
clashes between Egyptian and Israel military forces, live 214,601 refugees. In 
Lebanon there are 103,600 refugees, and in Syria, 88,179. In addition, there are 
several thousand refugees who are provided relief by the Iraqi Government. 

Some improvement has been made in recent months in the standards of services 
provided by UNRWA, but these have been of degree rather than kind, and only 
where costs could be kept within narrow limits. There has also been an effort 
to meet the demand for more shelter; considerable numbers of refugees not pre- 
viouslv in camps have come to the end of their resources and need camp accom- 
modation. The percentage cf registered refugees living in camps has increased 
from 33 to 37. and it is planned to continue gradually to meet more of the most 
pressing needs. A limited distribution of cloth is also expected to be necessary, 
as the clothing the refugees had on leaving Palestine is now generally unservice- 
able. and contributions by voluntary relief agencies, while generous, are proving 
inadequate to meet the need. 

The cost of the relief program is expected to increase by about $1.5 million over 
the estimate for fiseal year 1956, partly because of a small increase in the number 
of rations distributed, and partly because of a change in the manner in which con- 
tributions are made. Until the latter half of fiscal vear 1956, United States con- 
tributions to UNRWA were made entirely in dollars, and UNRWA purchased 
its requirements for flour and other foodstuffs on the open market. In fiscal year 
1956, the first United States contributions were made in the form of commodities, 
largely flour, and it is planned to expand United States contributions in kind 
during fiscal year 1957. Inasmuch as these contributions are valued by the 
United States Department of Agriculture at somewhat higher prices than the 
Agencv’s estimated cost of purchases on the open market, the budgeted cost of 
the relief operation is increased accordingly. Canada and several other coun- 
tries are also expected to make available in kind a considerable portion of their 
contributions in fiscal year 1957. 


The rehabilitation program 


The engineering of the Jordan Valley and Sinai Peninsula projects has been 
completed, and both have been under negotiation with the government concerned. 
The negotiations for the Jordan Valley project have been conducted by Ambas- 
sador Eric Johnston, Special Representative of the President of the United States, 
who was in the Near East during January and February, and again in August, 
September, and October of 1955, seeking the agreement of Israel on the one hand 
and Lebanon, Syria, and Jordan, on the other, to a plan for the division and 
economic development of the Jordan River system. The plan he proposed would 
provide a new source of livelihood on farms and in ancillary employment for at 
least 150,000 refugees, while benefiting the population generally of the countries 
concerned. The cost of the plan to be borne by UNRWA in the Arab States is 
estimated at $140 million, to be spread over a period of about 7 years. Assum- 
ing the successful conclusion of Ambassador Johnston’s negotiations, the com- 
mitments required in fiscal year 1957 by UNRWA will be an estimated $22 
million. . 

The Sinai project envisages the irrigation of some 50,000 acres of land just 
east of the Suez Canal in the northwest corner of the Sinai Peninsula. The engi- 
neering studies indicate that about 60,000 persons, nearly all of whom would be 
Palestine refugees, could be settled on this land. The project will require the 
widening of the present Ismailia Canal for roughly half the distance from the 
Nile to the Suez Canal, the construction of a new sweetwater canal for the remain- 
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ing distance across the desert, a siphon to convey the irrigation water under the 
Suez Canal, pumping facilities to raise the water to a height to serve the lands 
selected for agriculture by gravity flow, land reclamation, and the establishment 
of farms and community centers. The cost of the project would be about $53 
million, exclusive of the ration support required by settlers until their new lands 
are capable of supporting afamily. It is estimated that a minimum of $28 million 
will be required for obligation by UNRWA in fiscal year 1957. 

UNRWA’s educational and training programs, which are a part of its rehabili- 
tation program, have been expanded in recent years and now include over 160,000 
students and trainees. A further modest increase in these programs is planned 
which will increase the cost from the $4,261,000 budgeted in fiscal year 1956 to 
$5 million in fiscal year 1957. In addition, a number of small resettlement projects 
are being financed by UNRWA. 


Finances 


As in the past years, the executive branch has successfully kept the United 
States contributions to UNRWA to less than 70 percent of contributions from all 
sources. Because of the difficulty in obtaining the agreements necessary to pro- 
ceed with the major resettlement programs, no contribution is now scheduled by 
the United States toward UNRWA’s rehabilitation programs from the funds 
appropriated for fiscal year 1956. An unobligated balance of $45.3 million can 
therefore, be anticipated. It is requested that this $45.3 million be appropriated 
for relief and rehabilitation purposes in fiscal year 1957. Contributions from other 
governments are expected to make up the total need by UNRWA, as indicated 


in the tables. 
NEAR EAST AND AFRICA 
UnitTep Nations RELIEF AND WorKs AGENCY 


Comparative summary of receipts and obligations 


{In thousands of dollars} 


Program 
} 


Activity | 
Fiscal year Fiscal year Propose | 
1955 1956 fiscal > er 

| 19:7 





Receints: 
Working capital. ___ 39, 400 | 35, 400 2), 500 
Contributions and miscellaneous receipts: 

United States contributions__............--. Sabdiaccarde 16, 700 16, 700 45, 300 
oy FSR a ee eee ae re 8, 500 8, 500 21, 000 


64, 606 60, 600 


95, £00 


60, 600 








Mr. Passman. I would like to call to the attention of the committee 
just two paragraphs of the material. The first paragraph says: 

But relief alone can provide no permanent solution to the problem. While 
many refugees have found employment, the limited opportunities for self-support 
in these harsh and arid lands have now largely been exhausted. Meanwhile, 


the excess of births over deaths results in an increase in the refugee population of 
18,000 to 20,000 annually. 


Quoting from the first paragraph on page 290, it says: 


The refugees in Jordan totaled 499,606 on June 30 and constituted over one- 
third of the population of that country. 

Members of this committee visited this particular refugee camp last 
year. It would be impossible to view the situation without leaving 
there almost heartbroken and with tears in your eyes, and if we had 
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anything to do with creating that situation, regardless of my personal 
feelings on other phases of this program, then we should move in and 
do something about correcting that situation. 

Have you taken into account you are now rearing a generation on 
those rock hills, in what I would refer to as a snake pit? You may 
have a pregnant woman, a man with tuberculosis, sat children in an 
enclosure with a tarpaulin top over them and some people with hardly 
anything over them. If there was ever any situation that should be 
corrected, that should be corrected, if it is our responsibility. 


CONTRIBUTION OF UNITED STATES TO PROGRAM 


Before getting into the general statement on this matter, may I ask: 
What part of the expenses of maintaining the refugees of Jordan is 
paid by the United States? What part of taking care of this dying 
humanity does the United States pay? 

Mr. Rountree. During fiscal year 1956 the total expenditure of 
the United States was $16,700,000. 

Mr. PassmMan. For Jordan? 

Mr. Rountree. For Palestine refugees altogether. Other con- 
tributions were $8,500,000. So, roughly two-thirds represented the 
United States contribution. The other major contributors were the 
United Kingdom, France, New Zealand, and Canada. 

Mr. PassmMan. About two-thirds of the total expenses of maintain- 
ing the refugees in Jordan was borne by the United States? 

Mr. Rountree. Yes. 

Mr. Passman. Have you visited the refugee camps in that section? 

Mr. Rountree. Yes, sir. 

Mr. Passman. What is our present policy with respect to those 
[poor] people? 

Mr. Rountree. Well, sir, our present policy is consistent with 
our policy for the past several years. We are trying by all practicable 
means to find a more satisfactory solution than that inherent in mere 
relief programs. We have tried to approach it from the point of view, 
first, of developing economic programs that would provide far greater 
agricultural lands and employment opportunities for the refugees; 
and secondly, of endeavoring to find or help find a political solution of 
the whole problem of the Arab-Israeli dispute which underlies this 
matter. 

JOHNSTON PLAN 


As you know, we have had discussions with the Arab States and 
Israel on the Jordan Valley development plan, sometimes called the 
Johnston plan. We had hoped that plan would be found acceptable. 
It has been found sae from an economic viewpoint by the 
various parties, but political considerations have up to this point 
prevented an agreement which would permit the project to be under- 
taken. 

SINAI PROJECT 


We also have a great interest in the so-called Sinai project, which 
would provide a method of irrigating a portion of the Sinai area and 
involves work within Egypt. As I understand the plan, the water 
would be diverted by new canals from the Nile up to the Sinai region, 
which at present is not capable of agriculture. If the program could 
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be agreed to and implemented it would provide a means of livelihood 
for a considerable number of these unfortunate people. 


POPULATION OF REFUGEE CAMPS 


Mr. Passman. Is it true the population is continuing to increase at 
the rate of 18,000 to 20,000 a year in this one refugee camp? 

Mr. Rountrer. That is the annual increase among the total refugee 
population, sir. 

Mr. Passman. I am speaking strictly of the country of Jordan now 
because that is what is stated on page 289. 

Mr. Rountree. That speaks of Jordan? 

Mr. PassMaNn. On page 290 it says the refugees in Jordan totaled 
499,606 on June 30 and constituted over one-third of the population 
of that country. I quoted it a moment ago. 

Mr. Rountree. This relates to the refugee problem as a whole. 
The paragraph you referred to on page 290 gives the number of refugees 
in Jordan, and also says that in Lebanon there are 103,600, in Syria, 
88,179, and in the Gaza strip over 200,000. In other words, it is a 
general statement. 

Mr. Passman. In the Palestine refugee program there are three 
countries, Syria, Lebanon, and Jordan, with the greater percentage 
in Jordan? 

Mr. Rountres. More than half are in Jordan. And in the Gaza 
strip there are 214,601. 

Mr. PassMan. Are you having the same population increase in the 
otber camps that you have in Jordan? 

Mr. Dorsey. Yes, sir; this is a general situation. 

Mr. PassMan. How long have you bad these refugee camps in that 
part of the world? 

Mr. Dorsry. Since 1948. 

Mr. PassmMan. Approximately 9 years? 

Mr. Dorsey. Since the establishment of the Republic of Israel. 


RESETTLEMENT OF REFUGEES 


Mr. PassmMan. Mr. Secretary, with the population of these refugee 
camps continuing to increase, it certainly would not indicate too many 
of them are being resettled in other countries, would it? 

Mr. Rountresr. No, sir; they are not being replaced in other coun- 
tries in large measure. Some have been resettled in Iraq, but a 
relatively small number. 

One of the facets of this tremendous problem is the fact the refugees 
themselves do not want to be resettled in other Arab States, because 
they insist upon repatriation to Palestine. That aspect is one of the 
more difficult considerations involved in resettlement, as well as in the 
total problem of the Arab-Israeli dispute. 

(Discussion off the record.) 


POSITION OF THE UNITED NATIONS 


Mr. Natcurer. What position has the United Nations organization 
taken concerning this particular matter under discussion at the present 
time, and especially concerning Ambassador Eric Johnston’s proposal 
as set forth on page 290 of the justifications, wherein he proposes 
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seeking an agreement from Israel on the one hand, and Lebanon, 
Syria, and Jordan on the other as to the planned division and the 
economic development of the Jordan River system? 

Mr. Rountree. The United Nations Organization which is in the 
area to administer the Palestine relief program has played a very active 
role in all matters relating not only to the relief of the refugees, but in 
efforts to find a permanent solution of the refugee problem, including 
the proposal put forward by Mr. Eric Johnston and the Sinai project 
which I mentioned earlier. In fact, negotiations with the Egyptian 
Government on the Sinai project are being conducted by Mr. La- 
bouisse, who is the director of the program. The position regarding 
the United Nations in this matter, of course, is that it has sought and 
continues to seek by all means at its disposal to reduce the tensions 
in the area in order to bring about some kind of satisfactory solution 
to this problem. Off the record. 

(Discussion held off the record.) 

Mr. Passman. I think it has been shown that it is our responsi- 
bility because we have contributed two-thirds of the cost of the pro- 
gram. It is something that I have a keen feeling about. 

(Discussion held off the record.) 


POSSIBLE SOLUTION TO THE PALESTINE REFUGEE PROBLEM 


Mr. Nartcuer. Mr. Secretary, how do you feel about the future 
insofar as this refugee program is concerned? 

Mr. Rountree. It is very difficult to predict. I think surely there 
can be no completely satisfactory settlement or solution to this 
refugee problem in the absence of a solution to the general dispute. 
These people have not shown a desire to become resettled elsewhere. 
They still—a good many of them—entertain a wish toreturn to Palestine. 
It is difficult to conceive of a situation in which they can be fully 
taken care of, in which the relief aspects of this can be diminished, 
unless you can have a rather broad program which would provide 
much greater economic opportunities for them in some area. 

We have been extremely disappointed that up to this point, as the 
chairman inaicated, it has of necessity been largely a relief operation. 
It has been our fondest hope that at least progress could be made in 
finding a more permanent solution by undertaking programs that 
show promise of giving economic opportunities through increased 
irrigation projects, increased industrial activity, and so forth. 

(Discussion held off the record.) 





WORLDWIDE ANALYSIS OF REFUGEES, ESCAPEES, AND MIGRANTS 


Mr. Passman. We have been speaking about refugees in this part 
of the world. How is this country involved in supporting refugees in 
other sections of the world? Inasmuch as we are pretty well involved 
in this program, I wonder if we could get the number of refugees in 
the several countries and have that inserted in the record? 

Mr. Murpuy. Yes, sir; we will compile a statement on that. 

Mr. Passman. I am speaking of all parts of the world where we 
helped create this situation where you have refugees. I would like 
to get the total number of refugees. I can certainly understand that 
im a country where you have had hardship from time immemorial, 
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that: is one thing; but where we helped create this situation either 
through the creation of a new country, or through war, I feel we have 
the responsibility. If you will furnish that list for the record, | 
think it will be good reading and will let the American people know 
that we do have some responsibility with respect to feeding these 
people who are in refugee camps, brought about by war or our efforts 
in creating a new nation. 
(The following information was later supplied: ) 


Caseload analysis of refugees, escapees, and migrants by country of origin 


[Number of persons] 
United Escapee Palestine ICEM 
Nations program refugee | (estimated) 
refugee fund caseload program calender | Total 
caseload Jan. 1, 1956 | caseload year 1956 | 
Jan. 1, 1956 | June 30, 1955 | 


DO Liah od wich deddnndne seis 77, 260 Se ee 3, 97, 920 
2 iid ae os ences i Randonsd biee orenea 8, 300 

SOE Teiiconessss kee aa saatecutay 13, 300 
37, 000 ; sceaaaitiady aa sib a Bie 37, 000 
Gaza Strip fig cullen Meade tiieiieds ode dakat ot 214, 601 pate 214, 601 
Germany 78, 800 11, 268 da dhdcieweth 29, 435 119, 503 
G Vaaveeel 5, 700 4, 101 J ‘ 10, 650 20, 451 
4, 443 |__- 43, 130 | 61, 673 


ead ea Cialis ce 499, 606 |. : 499, 606 
Lebanon Ne 6 hance homens > ool ms 103, 600 | -. ; 103, 600 
Netherlands bec Adcsd tec «hk bhe 18, 410 | 18, 410 
tet Sacre <3 yey 34s eh seek ne dn sasae lepeeemde- as cant 88,179 | obebines 88, 179 
FG hn exces ae se abba oe mete i... ree Le 176 
West Busepe: -.....---..........] 2, 851 | pels de utd , ciel 2, 851 
Near East and Far East 970 1, 991 





Middle East ane A ive6e te 2° 800 


9, 530 9, 530 


237, 260 | 30,745 | 905, 986 | 








125, 900 1, 299, 891 





Note.—Between February 1, 1952, and February 29, 1956, the Intergovernmental Committee for Euro- 
pean Migration moved 428,187 migrants and refugees out of Europe. Of this total 145,485 were refugees of 
all categories of whom 87,015 were under the terms of reference of the Office of the United Nations F igh 
Commissioner for Refugees. The estimated total movement for the calendar year 1956 is 125,900 broken 
down with respect to countries of departure and destination. 


ICEM 

Country of destination: 

Argentina 

Australia. __ 

Brazil 

Canada 

Chile 

Rhodesia and Nyasaland 

Israel 

New Zealand. 

United States of America 

Uruguay 

Venezuela 

Others 


125, 900 


The estimated movement for calendar 1957 is 145,550. It is estimated that a movement out of Europe of 
at least 350,000 persons annually should be achieved to reduce the economic and political pressures created 
by overpopulation. Some 175,000 persons move annually without international assistance. The basic 
United States purpose is to secure a larger movement out of Europe. 


COMPENSATION TO REFUGEES 


Mr. Lannam. Is there any chance that these people might be paid 
for the land that was taken from them? Would that do anything to 
help solve the problem? 

Mr. Rovuntren. I think it is contemplated that one of the elements 
of any solution would involve compensation for those refugees from 
Palestine who do not return to Palestine. However, the isolated 
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question of compensation is not a practical one at the present time, 
because it is so much involved in the total problem. 

Mr. Lanuam. I suppose the entitlement of the people who left the 
land they were occupying might be somewhat of a legal question and 
it might be impossible to determine that; is that true? 

Mr. Rountree. It certainly would be an enormously complicated 
arrangement. I might say that the Secretary in his August 26 
speech, referring to this whole question of the Palestine refugees and 
a possible solution to the problems, indicated the extent to which the 
United States would be willing to go in helping in this matter of 
compensation. I think it was an offer that offers great possibilities if 
the other elements of a settlement could be agreed to. 

Mr. Lanuam. If they were compensated, they would be more 
willing to leave, would they not, and probably could be resettled 
somewhere else? 

Mr. Rountree. It is possible that some would; but I am sure the 
chairman would agree, on the basis of his visit to these refugee camps, 
that their primary interest was in returning to Palestine; not in the 
question of compensation. 

Mr. Lannam. But when they find they cannot—will they ever 
come to the conclusion that they cannot return? How can you 
convince them of that fact? 

Mr. PassMan. Maybe you can just tell them so, because that was 
their claim when I was there. They said ‘‘We do not want you to 
visit with us here; we want you to visit with us in our homes” and 
they point back to Palestine. 

(Discussion held off the record.) 


BACKGROUND OF REFUGEES 


Mr. Denton. There are about 900,000 of these refugees. Did 
they all come from Israel? 


Mr. Rountrer. Yes, sir. 

Mr. Denton. What did they do when they lived in Israel? Were 
they agrarians or did they live in the city? 

Mr. Rountree. They were mostly agrarians, but a good number 
of them were from the cities. 

Mr. Denton. How large a tract of land would they farm in Israel 
compared with us—little tracts, or large tracts? 

Mr. Rountree. They were very small scale farmers. 

Mr. Denton. I would think so. That must have been a very 
thickly populated territory that they came from. 

Mr. Rountresz. The population of Israel today is 1,700,000. 
Before the Arab-Israeli war, the population of Palestine was only 
slightly smaller than that, 1.5 million. 

Mr. Denton. But it has not been Jews who have come in there; it 
has been these Arabs who have moved out of there? 

Mr. Rountree. Arabs moved out and a large number of Jews 
moved in. 

Mr. Denton. Let me ask you something about those camps. I 
have not seen them. There is a half million of them there in Jordan. 
Are they all in a number of camps, or one big camp? 

Mr. Rounrtres. In a number of camps. 

Mr. Denton. Are those camps set up like a tent city? 
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Mr. Rountres. Yes, sir. 

Mr. Denton. Do they have any chance to have gardens themselves, 
or to raise anything at all? 

Mr. Rountresz. A small amount. 

Mr. Denton. And the places where they are located are irrigated? 

Mr. Rountree. Not altogether. I would say the amount of agri- 
cultural commodities produced by the Arab refugees in the camps 
would be very small indeed. 

Mr. Denton. We have a displaced-persons program; we have a 
refugee program and all of the nations of the world have cooperated 
in them and we agreed to take so many, France so many, and Latin 
America so many. I was thinking would it not be possible to get 
these Arabs out of that part of the world. 

Mr. Rountree. They do not want to be moved; they want to go 
back to Palestine. 

Mr. Denon. I know that; I appreciate that, but we all realize 
they are not going to go back. And it seems to me that some place 
along the line you are going to have to get a program of resettlement 
some place else. You cannot just let them sit there and rot. 

Mr. Dorstry. Of course, that is one of the basic reasons for the 
Jordan River plan. That would make cultivatable new lands for 
between 150,000 and 200,000 people. 

Mr. Denton. But would still leave 700,000. 

Mr. Dorsry. True. 

Mr. PassMan. It would take care of the population increase, but 
that is all. 

Mr. Dorsey. Yes, sir. 

(Discussion held off the record.) 

Mr. Taser. I wonder if you could tell me how many people there 
were in Palestine before this problem arose? 

Mr. Rountree. Mr. Taber, I cannot give you the exact figure. 

Mr. Taser. Were there 500,000 or 600,000 or a million? 

Mr. Rovuntres. The problem is complicated by this: That the 
geographical borders of Palestine were not the same as the borders 
of the land now held by Israel. In general, I think it is a correct 
statement to say that roughly 700,000 people left Palestine and 
roughly 700,000 came into Israel, so the population at the present 
time would be in the general order of magnitude of that before the 
creation of the State of Israel. 

Mr. Taser. These people at the present time are stateless, is that 
about right? 

Mr. Rovuntreer. Sir? 

Mr. Taser. I mean they are not citizens of any state or country? 

Mr. Rountree. I would like to make this qualification: That the 
Palestine refugees in Jordan not only constitute one-third of the popu- 
lation of the State of Jordan, but they are citizens of Jordan and actu- 
ally participate in the Jordanian governmental affairs. 

Mr. Taser. They do? 

Mr. Rountree. Yes, sir. 

Mr. Taper. Are they worse off or better off than the other refugees? 

Mr. Rovuntrez. I do not think they are any better off. I think the 
situation is pretty much the same because many are concentrated in 
refugee camps and are in Jordan, as elsewhere, incapable of providing 
their own livelihood. 
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Mr. Taper. Do you mean they do not work or have anything to 
work at? 

Mr. Rountree. There are very limited opportunities to work. 
Some are employed. More are employed on a strictly part-time basis. 
As I said earlier, the basic ration for these refugees is 1,500. calories a 
day in the summer, 1,600 in the winter, with supplementary diets for 
special classes. They do manage to supplement that by outside activi- 
ties of one kind or another. 


AVERAGE CALORIC INTAKE 


Mr. Taser. The caloric intake of the people in Jordan is supposed 
to be 2,151, according to the book. Does that mean that a third of 
the citizens of Jordan, who are also labeled Palestine refugees, have a 
much less caloric intake so that the average of Jordan would be 2,100? 
They would be well below the 1,500 mark on that basis. 

Mr. Rountres. Mr. Taber, my understanding is that the caloric 
intake average indicated here relates to the population as a whole 
including the Palestine refugees. No people can really survive for a 
long period on 1,500 or 1,600 calories a day. Most, if not all of them, 
as I have said, get some additional food through their own efforts. 

Mr. Taser. The 1,500 is the number of calories that they get as a 
result of the contributions of food from outside? 

Mr. Rountree. That is right. 

Mr. Taser. They get that much contribution plus whatever they 
gather on their own initiative? 

Mr. Rountree. That is right. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Taser. There are 100,000 of them in Lebanon. There the 
caloric intake is 2,246. Those people must be getting better than the 
1,500 calories. Next is the Gaza strip and that is probably the spot 
where they are the worst off; is it not? 

Mr. Rountresr. | think in the Gaza strip the opportunities for 
getting supplementary food would probably be less than in either 
Lebanon, Syria, or Jordan. 

Mr. Taser. Syria is not one of the places that we aid; is it? 

Mr. Rountrenr. No, sir; we are not providing aid to Syria. 
There are some Palestine refugees in Syria, of course. 

Mr. Taser. That are being handed the 1,500 calories? 

Mr. Rountree. Yes, sir; there are 88,900 refugees in Syria. 

Mr. Taser. Is Syria a little better off than the other countries in 
that territory? 

Mr. Rounrres. No, sir, I should say that of the countries we 
mentioned here in relation to Palestine refugees, Lebanon is in better 
condition, even though it has its problems. 

Mr. Taser. What would the average habitation that these people 
were expelled from be in value? 

Mr. Rountreet. I do not know, sir. If we have any estimates on 
that, I will have to submit it for the record. 

Mr. Taser. If I were approaching the problem, that would be one 
of the things I would want to know. 

(The information requested is as follows:) 
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The United Nations Conciliation Commission for Palestine is in the process of 
preparing a detailed study of the property left behind by the Palestine refugees, 
but this study is not expected to be complete for some time. A very preliminary 
estimate by a United Nations expert places the value of the immovable property 
owned by the average refugee family, including farms and businesses as well as 
habitations, at 625 pounds sterling ($1,750). This estimate is based on a distri- 
bution of property ownership among approximately 160,000 families. 


Mr. Taser. Off the record. 
(Discussion off the record.) 


SpeciaAL Funp For THE Mipp_Le East AND AFRICA 


Mr. Passman. The next item is that of the special fund for the 
Middle East and Africa. 

As I understood the situation a few days ago, you had three differ- 
ent funds—the President’s special worldwide fund of $100 million, the 
Asian fund of $100 million, and you are requesting a new fund of 
$100 million for the Middle East and Africa. 

Since that time we have passed the authorization bill in the House 
and they consolidated some of these funds. 

I wonder if you have had an opportunity to revise your request 
since the authorization bill passed and would be in a position to dis- 
cuss this at this time? 

Mr. Rountree. Our whole approach to this up to this point, Mr. 
Chairman, has been to justify before this committee the figures which 
we think are essential if our objectives in the area are to be achieved. 
We have not amended this request in light of the action taken by the 
House. We still feel that the funds requested here are the minimum 
essential to do the job and I think that we should explain to you the 
basis for this request and the justification which we feel lies behind 
the proposal that $100 million be made available in this special author- 
ization for the Middle East and Africa. 

Mr. Passman. Would it be proper at this point to state that you 
have a request for $100 million that we have referred to in the past as 
the general fund; is that correct? 

Mr. Murpuy. That is right. 

Mr. PassmMan. Last year you requested for the Far East a special 
fund of $200 million and the Congress appropriated $100 million. 
This year, in addition to the 2 that I just mentioned, you are in 
now, asking for another special fund of $100 million for the Middle 
East and Africa. Am | correct in stating that? 

Mr. Murpuy. That is correct, Mr. Chairman. 

Mr. Passman. Out of the $100 million that the Congress appro- 
priated last year for the Far East you have only been able to obligate 
approximately 6 percent of the total amount. 

Mr. Murpny. As of April 30 it was $4,400,000 or 4.4 percent. We 
expect to have 10 percent by the end of the vear. 

Mr. Passman. In other words, of the $100 million we appropriated, 
which was half of what you asked for last year, you anticipate that 
through June 30 you will have only been able to obligate 10 percent 
of it which leaves 90 percent in the fund that can be obligated in 
subsequent years? 

Mr. Murpuy. That is correct, sir. 

Mr. PassMaANn. Or transferred? 
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Mr. Murpauy. It is subject to transferability though none has been 
transferred. 

Mr. Passman. Notwithstanding the action of the House you still 
contend that you should have this third special fund for the Middle 
East and Africa? 

Mr. Rountrer. Yes. I would like to differentiate between this 
program and the Asian fund that was appropriated last year. The 
Asian fund was appropriated on a 3-year basis for regional projects. 
This money for the Middle East and Africa, is requested for a 1-year 
program for regional projects as well as programs for specific countries 
as needs arise which we feel it would be in our national interest to 
meet. While the Asian fund, as I understand it, has had only a rela- 
tively small percentage obligated up to this point, nevertheless proj- 
ects on a regional basis for a longer period of time are being considered. 
I have no doubt that, insofar as projects in that part of Asia covered 
by my Bureau are concerned, we will find great utility for the con- 
tinued availability of the money as provided last year and the avail- 
ability of the additional money requested this year. 

With respect to this Middle East and Africa fund, we see ahead 
of us a number of contingencies that are not sufficiently specific to 
program by country or project, but they are contingencies which we 
think should be taken into account by the Congress in making funds 
available for the program during the fiscal year 1957. 

Mr. Passman. Mr. Secretary, we have had the military assistance 
program. Then we have had the technical assistance program, and 
the economic aid program, then you came up with a special worldwide 
program known as general. You got that. Then you had another 
program known as a special fund in addition to the others mentioned 
for the Far East. Congress went along with that. That worked out 
so nicely you are in now for another special program for $100 million. 
I am wondering if we are not getting just a few too many programs 
started. 

When we think in terms of military assistance, technical assistance, 
and economic aid, we thought we had covered the field. Now we are 
branching off on special programs and I do not think a member 
of this committee knows what you are going to do with that money 
because it is up to the President to use this money as his wisdom 
dictates. 

Mr. Murpny. A couple of words might belp to put this in per- 
spective. The first $100 million under section 401, which you referred 
to as general, may be used for either military or economic including 
technical assistance. 

Mr. Passman. Could be used pretty much as the President wants? 

Mr. Murpuy. Worldwide. The second hundred million dollars is 
limited to economic-type assistance and it is intended mainly for 
developmental type regional projects. 

Mr. Passman. With the President still having some authority to 
transfer in and out of the fund as he may see fit? 

Mr. Murpny. That is right. He has authority under section 501 
to transfer between appropriations whether military or economic. 

Mr. Passman. And in certain countries? 

Mr. Mourpuy. That is right, between geographical areas or coun- 
tries. The performance, of course, has been slow because of the 
regional type projects we have been concentrating on and the negotia- 
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tion problem is more complex because there is more than one other 
country to deal with. 

Mr. Gary. You say regional-type projects. Does that mean any 
region or a specific region? 

Mr. Murpny. Just for Asia and by regional type we mean a 
project which would involve more than one country. 

Mr. Gary. But it is only for Asia? 

Mr. Murpuy. Yes, sir, and only for economic. It cannot be 
used for military. 

Mr. Denton. How much did you ask the Budget for on this fund? 

Mr. Murpuy. For the Asian program? 

Mr. Denton. Yes. 

Mr. Murrny. The same amount requested here in the submission, 
$100 million additional for fiscal year 1957 and 1958. 

Mr. Denton. How much did the Budget Director cut you down 
on the Middle East program? 

Mr. PassmMan. Not any if you got what you requested. 

Mr. Denton. Overall. 

Mr. Murpny. That I could not say, sir. I do not know offhand. 
The remark I made was directed to the Asian funds. 

Mr. PassMaNn. These special authorizations we are discussing and 
not overall? 

Mr. Murpuy. That is right. 

Mr. Gary. There is a third one. 

Mr. Murpnuy. The third one for the Middle East and Africa, which 
is again limited to economic-type assistance cannot be used for 
military, under the proposal is not intended to be primarily for de- 
velopment type activities. It is justified on the basis of the very 
volatile situation in the area and could be used, for example, for 
defense support in some of the countries where additional amounts 
over and above those proposed specifically might be needed. 

Mr. Gary. That is the amount we are considering here now? 

Mr. Mureny. That is right. 

Mr. Passman. If I may summarize my previous statement, you 
had your military assistance program, you had your technical assist- 
ance program, you had your economic aid program. ‘Then the next 
request came in a year or two ago for the special worldwide fund of 
$100 million; later you came in for $100 million for the Far East, and 
this year you are coming in for $100 million for the Middle East and 
Africa; is that correct? 

Mr. Murpny. That is right. 

Mr. PassmMan. Last year you thought you had a very good case 
for $200 million for the Far East program. You figured you had 
made a good case for the $200 million, but the Congress gave you 
$100 million. 

Would you state for the record whether or not in your opinion we 
possibly harmed the program that you had mapped out by this re- 
duction last year? 

Mr. Murpny. I would say, sir, you definitely did not. 

Mr. Taser. I want to find out if this program would be affected 
by this $100 million cut on an overall basis of this particular item plus 
the Asian development fund and that sort of thing. I just do not see 
where we are unless we know the answer to that. It would seem like 
we have to know about that or our hearings are no good. 
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Mr. Murpeny. Mr. Taber, the way I would answer that is this: 
The Executive has requested a total of $343 million for development 
assistance in the Near East and in South Asia and for development- 
type projects of a regional nature in Asia and for emergency economic- 
type support with some development component in the Near East. 

The action of the House has reduced the total of $343 million to 
$243 million and I think it will go without saying that we can do less 
with $100 million less than we requested than we planned to do. 

Mr. Taser. We ought to have an idea of what is coming out of this. 

Mr. Murpuy. We are prepared at this time, if vou like to go into 
the potential uses of the $100 million in the Middle East and Africa 
fund which we have in the book here at this point. 

Mr. Gary. You said $343 million? 

Mr. Murpuy. That is rizht. 

Mr. Gary. The $43 million is the balance you have left over? 

Mr. Murpuy. No. The development assistance request for the 
Near East was $63 million. For South Asia it was $80 million. 
Specific country programs therefore totaled $143 million. The second 
$100 million on the Asian fund, which is a 3-year fund for which we 
have authority for the $200 million, or we did in last year’s bill, makes 
$243 million and the third hundred million is this Middle East and 
Africa special fund that we are considering now. So the total of all 
of them for 1957 appropriations, the request was $343 million. 

Mr. Passman. May I ask at this point what do you have unex- 
pended in these several special accounts? 

Mr. Murpny. I would have to refer to my records here, Mr. Chair- 
man. I now the obligation status but I do not know the unexpended 
status offhand. 

Mr. Passman. I think it is good to have the unexpended because 
occasionally these contracts fall through and it comes back in as new 
money. 

NECESSITY FOR SPECIAL FUNDS 


While he is looking up that information, Mr. Secretary, may I ask 
you this question. It was pretty generally understood you had a 
well-rounded program when you had technical assistance, economic 
aid, and military assistance. Now we have all these special programs. 

Is it not rather difficult to administer all these different programs 
if you break one out into a special program? 

Mr. Rountrer. I do not think there is any difficulty in adminis- 
tering it, sir. I believe that if one could clearly visualize the kind 
of total program needed in each country, there would be no advantage 
to having a special regional fund. But where you have the problem 
of confining specifically planned programs in each country to levels 
concerning which the need is clearly evident, as we have seis in the 
case of development, technical and military assistance for the Near 
East and Africa countries specifically set forth in our presentation, 
and there remains a number of additional contingencies which have 
to be taken into account, and which we would like to have flexibility 
in dealing with, then I think that from the point of view of adminis- 
tration it is much easier for us and it is much better for you if a general 
fund is requested rather than trying to build up the programs on the 
basis of specific amounts for specific countries. 

What I have in mind, Mr. Chairman, is the fact that there are 
several new states in the Middle East and Africa area. There are 
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the newly independent countries of Sudan, Morocco, Tunisia, where 
in all probability it will be advisable for us to carry out programs of 
one kind or another. In a number of the other countries for which 
programs have been specified possible new situations will require 
additional amounts of money In new and developing situations 
in the area it will also become desirable for us to undertake regional 
projects which we would like to be in a position to implement without 
delay. 

I would say regarding the general fund, Mr. Chairman, that while 
we are not in a position to specify amounts for particular countries, 
for particular areas or for particular projects, in my judgment the 
sum of $100 million is indeed a modest figure in terms of requirements 
in our national interest during the 1957 fiscal year. 

Mr. Passman. It did not turn out that way last year. 

Mr. Rountree I would like to maintain again the distinction 
between the two types of authorization. 

Mr. Passman. What was true last year of some particular program 
could be just as true this year for some other type of program. 


FAR EAST FUND 


Mr. Murpeny. I did not mean to imply by my answer awhile ago 
that I thought the request last year was excessive because if you 
bear in mind that the $200 million requested was for a 3-year fund 
ending fiscal 1958——— 

Mr. PassMaNn. You anticipate you will have obligated 10 percent 


of it on June 30? 

Mr. Murpnuy. That is right. 

Mr. PassMan. If you do not have better coordination in the future 
and more luck in obligating the funds, at the end of 3 years you will 
have only obligated $30 million. 

Mr. Murpny. No, sir; because we have in various stages of negotia- 
tion now projects which would use up the whole $100 million you gave 
us last year. 

Mr. Passman. I thought you made a very excellent reply to my 
question and it looks so forceful and so accurate and you were so 
convinced that you were giving us accurate information I hope it is 
not necessary to take it out of the record. 

Mr. Murpuy. I meant exactly what I said, that I felt the failure 
of Congress to appropriate the second hundred million last year did 
not in fact deter progress during fiscal year 1957, but I did not mean 
to imply in any way that the total requirements for the 3-year period 
should be reduced or cut in half. 


OBLIGATIONS AND EXPENDITURES FROM SPECIAL FUNDS 


Mr. PassmMan. Give us the unexpended balances. 

Mr. Murpnay. As I expected, Mr. Chairman, expenditures are 
virtually nothing as of April 30. On the special section 401 Account 
the $100 million, which is available worldwide for both military and 
nonmilitary, obligations were $41 million, expenditures were zero. 

Mr. PassMan. Obligations was $41 million? 

Mr. Murpny. That is right. 

Mr. PassMan. Expenditures zero? 
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Mr. Murpny. That is right. 

Mr. PassMan. In other words you have the money obligated but 
you were not able to spend it. 

Mr. Murpuy. Which is about normal on a new fund at this time 
of the year. 

Mr. PassMan. I agree. 

Mr. Murpuy. You obligate in 1 year and spend usually in the 
next year. We referred this morning to the DOT item. We had 
$900,000 expenditure March 31. We were spending approximately 
$1.2 million a year. 

On the Asian economic development fund the $100 million appro- 
priation for fiscal 1957, the obligations were as we said $4.4 million on 
April 30 and expenditures were only $14,695. 

Mr. PassMANn. On that basis, of the $10 million that you expect to 
have obligated out of the $100 million fund on June 30, about 54 per- 
cent of it will have been obligated during the last 60 days of the fiscal 
year? 

" Mr. Murpny. That is correct. 

Mr. Denton. You transferred 10 percent of these funds from one 
account to another, is that right? 

Mr. Murpuy. We may, sir, between appropriations. 

Mr. Denton. What is the necessity for having these open accounts 
when you have that much flexibility? If something unusual comes up 
you can always ask Congress for a supplemental appropriation. 

Mr. Murpuy. The special Presidential fund was originated in 
fiscal year 1956 and it was also recommended by the General Account- 
ing Office which had made a study of this problem and had found that 
whenever we had an emergency crop up which was. unforeseen, the 
disrupting effect it had on the going programs by reaching in and 
taking money that was already programed out and actually in the 
progress of being obligated, to take it back and apply it to the emer- 
gency was really retarding the progress of the program. 

Mr. Denton. I only asked about the $100 million Presidential 
fund. 

Mr. Murpny. Yes. In the Near East situation, as Mr. Roundtree 
said, we have put in on specific country programs the minimum 
amounts that we think are essential to carry out United States 
interests in those countries. 


ORIGINAL BUDGET REQUESTS FOR NEAR EAST 


Mr. Denton. On this paper you gave me you are asking for $884 
million-plus in the Near East. How much did you ask the Director 
of the Budget to give you for that program? 

Mr. Murpny. | do not know which paper you are referring to. 

Mr. Denton. This one that you gave me. It says mutual security 
distribution for fiscal years 1956 and 1957. 

Mr. Murpny. I would have to look that up. I do not recall what, 
if any, reduction was made by the Bureau of the Budget in our request. 

Mr. Denton. It would be very helpful to me if you could give me 
that figure. 

Mr. Murpnuy. I will attempt to find out. I envisage difficulty 
because the figure you quote includes both military and nonmilitary. 

Mr. Denton. Give it both ways then. 
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Mr. Murpuy. I will attempt to find it out. 

Mr. Denton. Did you present it to them? 

Mr. Murpuy. Yes, sir, my memory is not sufficient to keep all 
these figures in my head and I do not have the files with me. 

Mr. Denton. Do you know if you were cut substantially or given 
practically what you want? 

Mr. Murpny. My recollection is we were given substantially what 
was requested. 

Mr. Denton. The money is an increase of over a hundred percent, 
is it not, over last year? 

Mr. Murpuy. Yes, sir. Mainly attributable to the increase in the 
military program, though the new hundred million dollar proposal 
does come into it. 

Mr. Denton. The nonmilitary was not increased very much. 

Mr. Murpuy. No, sir. 

Mr. Denton. That is all. 

Mr. Taser. Off the record. 

(Discussion off the record.) 


AID FOR SYRIA 


Mr. PassMaNn. Do you think that the lack of aid for Syria, or the 
offer of aid that they did not accept, or aid that we are no longer 
offering them, has pushed them any closer to the Communist phil- 
osophy? 

Mr. Rountree. | think, sir, that the existence of a situation in 
which we have been unable to carry out a program of aid to Syria 


has certainly not given us an opportunity to demonstrate in this 
way to the Syrian people and to the Syrian Government our desire 
to see them prosper. 

It is very difficult to reduce to any kind of mathematical propor- 
tions the degree of influence that such programs might have, or might 
have had, if they had been carried through, but I feel sure that if 
the situation in Syria had been such that they desired American aid, 
or if the circumstances would have made it possible for us to carry 
out an American aid program, it would have accomplished some good. 

Mr. Passman. You mean that they would not have been so close to 
Russia as they are now? I understood you to say later that they are 
not necessarily a pro-Communist group. 

Mr. Rountree. Is this off the record or on the record? 

Mr. PassMan. No; it is very much on the record, as far as I am 
concerned. 

I was inquiring about whether the lack of aid for Syria, or the offer 
of aid that they did not accept, or aid that we are no longer offering 
them, if that lack of aid has pushed Syria any closer to the communistic 
doctrine. I think it would be very well if we could establish just what 
is happening in a country where they say that they can get along with- 
out our aid. If they are still not driven into the Soviet camp, it may 
be that other nations would feel the same way about it, if we do not 
force them to take this aid. 

Mr. Rounrrer. Certainly we have not forced any country to 
accept our aid. 

Mr. PassmMan. I did not mean really that you forced them. You 
did not put a gun on them, but there has been a lot of pressure brought 
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to bear and a lot of good salesmanship as to the good it will do if you 
do certain things. At least, we found that in certain countries. 

I would certainly not want to ask a leading question and put you on 
the spot, but the thought just occurred tome. We get the information 
that Syria is just about as anti-Russian as some of the nations can be. 
Then if you take into account the fact that they are not accepting our 
aid, I am just wondering if we are wasting money. If you take their 
per capita income compared to some of the other states in that sense 
and take the percentage of increase or decrease over the past 5 years. 
it is pretty hard to put your finger on what good is being done. 

Mr. Rountree. May I answer that question off the record? 

Mr. PassMan. Yes; I will leave my question on the record and I 
w.ll »ccept your answer off the record. 

(Discussion off the record.) 


TECHNICAL COOPERATION FOR REGIONAL AND UNDISTRIBUTED 


Mr. Passman. We have one other small item on page 297 of volume 
II and that is “Technical cooperation for regional and undistributed,”’ 
for which the amount requested is $2,200,000, against $2,000,000 for 
the 1956 program. 

May I ask as to the 1956 program of $2 million, what amount of 
that is unexpended? 

Mr. Murpnuy. The program in 1956, Mr. Chairman, is one of 
those that has been changed since the preparation of the book. It is 
$2,380,000. 

Mr. PassMan. That is, it was changed upward rather than down- 
ward? 

Mr. Murpny. Yes, sir; the expenditures through March 31 
amounted to $304,000 out of the 1956 funds. 

Mr. PassMAN. $304,000? 

Mr. Murpuy. Yes; leaving unexpended as of March 31, $2,076,000. 

Mr. Passman. The unexpended balance at this time is greater 
than the program called for in 1956? 

Mr. Murpnry. With this book figure; yes, sir. 

Mr. Passman. Of course, I have to go by the book because those 
are the only figures that I have before me. 

Mr. Murpuy. The table, giving the revised program figures and 
the 1956 figures, show an increase in it. 

Mr. PassMANn. With that large unexpended balance on hand, how 
ean you justify an increase? 

Reading from page 297 of volume o the increase itself is over the 
amount originally asked for last yea 

Mr. Dorsey. | would like to ee the committee to the project 
book, beginning on page 81, including pages 82, and 83, which gives in 
detail the projects that we propose on a regional basis in one area. 

I would like to highlight several aspects of this program. 

Certain of the projects, we feel, can be done more successfully on a 
regional basis than they can on a bilateral basis. We feel that certain 
problems, by their very nature, are best handled regionally. I would 
like to cite one of them here. 
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TYPES OF PROGRAMS 


The first one that vou see, for instance, at the top of page 81, is 
locust control. Locusts are a plague in that part of the world, and the 
locust certainly is no respecter of frontiers or boundaries. In most of 
the countries of the area there is a program to combat this plague, 
and we are helping on a regional basis by providing tec ‘hnicians to 
help those countries in that field. 

Secondly, I would like to cite the type of program that can be more 
economically and more effectively conducted, we think, through a 
regional approach. I refer to the University of Beirut training pro- 
gram which appears at the top of page 83. 

Here we are offering technical training to people of the Near East 
and Africa under indigenous conditions; within regional cultural 
patterns more like those they have at home than they would have if 
they came to the United States for training. . Furthermore, the cost 
of transportation is very much less. 

Lastly, I would refer to the other major items there, one of which is 
a regional civil aviation school. Here we believe it is important that 
these countries, for the safety of everyone concerned, be better 
qualified to service their airports and airlines. 

A second project in the transportation field is reconnaissance and 
cost estimates of a trans-Arabian highway. The highway would 
connect the Persian Gulf with Beirut, through Baghdad, and also 
would extend up to northern Syria. 

Finally, there is a technical program for advisory service in the pub- 
lic-health field in many of those countries. 

I think, in conclusion, that the reason why the expenditure figure is 
down, sir. is that, in the case of the AUB contract, for instance, obli- 
gations have not been paid yet for this year. In such cases, funds are 
obligated now which will be paid before the end of the year. I would 
be glad to furnish further information if the committee so desires. 

Mr. PassmMan. You have several new programs under consideration, 
do you not? 

Mr. Dorsry. Yes, sir. 

Mr. PassMan. One of which is a 2- to 3-man team to ascertain by 
surveys a means of implementing a solar energy research project? 

Mr. Dorsey. That is one of the new projects. Considerable 
progress has been made in the last several years on the use of the sun 
as a means of furnishing heat for cooking and other purposes, at a very 
low price. In these countries that have no wood and where the poor 
man uses dung cakes for fuel, they are very much interested in the 
possibilities of solar energy. 

Mr. Passman. Could we not do it quicker and more cheaply and 
then pass it on to them? Do we have to go over there with that 
program? 

Mr. Dorsey. The purpose of this project is to try to find out what, 
people in these countries could pay for this type of heat, and to look 
into the situation on the ground., A lot of work has been done on 
this at the Massachusetts Institute of Technology, actually. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. PassMANn. Gentlemen, we will stand recessed until 2 o’clock. 
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ASIA 
REGIONAL SCHEDULE 


Comparative summary of programs by functions 


[In thousands of dollars] 


Program 


i. 


Function 
Fiscal years | Fiscal year 
1950-56 1956 


By QEIIIIIE. «. cece iin imntes penserbncdenstnetinasbin $3, 866, 476 $604, 848 


| 


Fiscal year 
1955 


Defense support $936, 866 $22, 310 
IIE IN a cin cocnancoinisiin onwinicniainneninerscounasieaentiyiihl 70, 500 65, 600 
a ca nt nt digoeibende ee ee 1 44, 417 
Se IR nan dae enseina eaidooas. ahaa diteeen: 


Total regional program 
Less savings applied from prior year program funds —15, 076 


Total from current year funds. __..-....-..--.-.---.---- 1, 545, 162 








Of which financed by loan: 
Defense support. - _- B 91, 000 
Development assistance 42, 500 


Pe cent esieinnenin ania tunintiansincnilaiee ai 133, 500 


Sales to Asia | 106, 652 | 152, 100 


MSP sales surplus agricultural commodities: 
& i 
2. Sales proceeds programed in Asia. _........--.-----.---| 3 196, 712 | 195, 000 





Military assistance 6, 400 | 20, 000 
Defense support 160, 312 151, 000 
Development assistance 30, 000 | 24, 000 








' 

1 TC activities in Cambodia, Korea, Laos, and Vietnam integrated with DS program. 

? President’s Fund for Asian Economic Development. 

3 Includes (in thousands of dollars) sec. 402 sales to France of 90,060 for the following purposes: 50,060 franc 
countervalue for use by Vietnam, and 40,000 for a portion of the costs of the French Expeditionary Corps in 
the Associated States of Indochina, 
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Regional distribution of fiscal year 1957 program, by function and country 


[In thousands of dollars] 


| 

Military | Defense | Develop- | Technical Other | 

Country assistance | support ment coopera- programs Total 
assistance tion 


South Asia: 
=m. ie 


Pakistan 
Undistributed by country. 


Sd Ah hasdawdnenv 
Far East: 


Cambodia 
China (Taiwan). ........- 


Philippines 
Thailand 


Subtotal 
President’s Fund for Asian 
Economic Development 


Total program 1, 166, 813 190, 000 


XX denotes that assistance is contemplated but figures have been deleted for classification purposes. 


Mr. PassMan. The next area is Asia. 


STATEMENT OF ACTING ASSISTANT SECRETARY OF STATE FOR NEAR 
me ., Eastern, Soutn AsIAN, AND AFRICAN AFFAIRS 


Mr. Rountrer. Mr. Chairman and members of the committee, 
I should like to outline some of the political and economic problems 
with which the United States is faced in south Asia. You will recall 
that in discussing with you the Near East and Africa I indicated 
that there are many problems which are common to the entire region. 
Much of what I said earlier applies equally to the area we are now 
discussing. 

It has only been in the last decade that 4 of these 5 countries achieved 
their independence. They are proud and understandably sensitive 
of this new-found freedom from foreign control. As a result, ‘“‘na- 
tionalism” is a dominant theme. This, of course, is coupled with 
intense anticolonialism; yet it is true that the real threat of Soviet 
domination has not been fully recognized by many of the peoples in 
the area. 

In this situation, south Asia has been, in the past year, a particular 
target in the changed Soviet approach. Historically, Russian objec- 
tives have embraced the Near East and south Asia in the direction 
of the Indian Ocean. Throughout the region this emphasis is 
evident, with the tactics carefully designed to take advantage of 
particular situations. 

The south Asian countries of India, Pakistan, Afghanistan, Ceylon, 
and Nepal, however different in some respects, are much alike in their 
basic national goals: The maintenance of political independence and the 
achievement of economic strength. These countries contain almost 
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one-fifth of the world’s population. Awareness of the possibility of 
rapid economic development adds urgency to the awakened demands 
of peoples of south Asia for improvement of their living standards. 
Soviet bloc offers of economic assistance in various forms, while hold- 
ing dangers known to the governments and peoples, are tempting 
because they coincide in time with these exigent national aspirations. 

India’s 375 million people have made considerable advances under 
India’s first 5-year plan of economic development. However, India 
will have to make even greater efforts if it is to reach the development 
goals of its second 5-year plan. This plan, which commenced this 
April, aims at an increase of national income of 25 percent by 1961 to be 
achieved through expenditures more than double those under the 
earlier plan. Even with new taxes, new borrowings and large deficit 
financing, success of the plan requires substantial external assistance. 
Our aid is an important evidence of our belief that India will con- 
tinue to demonstrate that a free Asian nation can meet the desires of its 
people for progress under a democratic system. 

Pakistan, which in the past year established a new constitution and 
became a republic, has continued its firm adherence to collective secur- 
ity arrangements. In addition to its membership in SEATO, it has 
joined three of its neighbors and the United Kingdom in the Baghdad 
Pact organization. 

Although the financial demands of its defense establishment and 
commitments are substantial, and the country has had severe floods 
this year, Pakistan has continued its valiant efforts in the field of 
economic advancement. It has also been evolving a new, compre- 
hensive 5-year plan of development, and it looks to its partners in 
the free world for aid necessary to supplement its own defense and 
development efforts. 

The impact of the Soviet bloc offers of assistance on the less devel- 
oped countries of south Asia has been perhaps greatest in Afghanistan. 
The seeds were dropped on ground fertilized last spring by the flareup 
of Afghanistan’s dispute with neighboring Pakistan over Pushtunistan. 
This dispute with Pakistan, and Afghanistan’s desire for hastened 
economic improvement, created a situation of receptivity to Soviet 
aid offers which were accepted in the belief that there were “no strings 
attached.”” The interest in the United States in Afghanistan’s con- 
tinued independence has not been changed by these events. We are 
continuing our efforts to strengthen Afghanistan’s ties with its free 
neighbors and the United States. 

Nepal has taken further steps to make its political system more 
effective and to undertake a more comprehensive attack on its eco- 
nomic problems. The King has announced that Nepal’s first elections 
will be held in October 1957. Nepal has introduced a new 5-year plan 
of economic development which includes the much needed expansion 
of itsinternal and external transportation and communications system. 
The Prime Minister has expressed particular hopes for aid from 
traditionally friendly countries. 

Ceylon is an island republic in whose welfare we have a deep interest. 
Recently, national elections resulted in replacement of the former 
government. Its electoral defeat, which came through democratic 
processes, was based on internal domestic considerations rather than 
on matters of international relations, although some changes in foreign 
policy may be expected. Ceylon is an important member of the free 
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world, one whose Government and people are dedicated to economic 
improvement. 

Our progranis of assistance are an essential arm of our foreign policy. 
They give substance to our support of the aspirations of free peoples 
to remain free and to become strong. They are of importance both 
to the countries of the region and to American objectives. This area 
has become a major arena of competition between the free world and 
communism. The outcome of the overall world struggle may be 
influenced decisively by what happens in this vital region. 

Mr. Passman. Thank you, Mr. Secretary. 

Mr. Dorsey, do you have a statement you wish to make at this 
time? 


STATEMENT BY Deputy Direcror, Orrick or NEAR East, Sours 
Asta, AND ArricA OPERATIONS 


Mr. Dorsry. Yes, sir. 

Mr. Chairman and members of the committee, it is a distinct 
pleasure for me to reappear before this committee today and to discuss 
the south Asian operations of the International Cooperation Admin- 
istration, seeking your approval of requests for appropriations for the 
mutual security program for fiscal vear 1957. 

In south Asia—that is, Afghanistan, Ceylon, India, Nepal, and 
Pakistan—we face conditions quite similar to those existing in the 
Near East and Africa, an area which I have already discussed with 
you. The development of economic well-being and stable independ- 
ence in south Asia is taking place against a background of international 
tensions and Sino-Soviet bloc attempts at penetration. We desire to 
strengthen the will and ability of the south Asian states to safeguard 
their independence, in many cases, newly-won independence, to 
demonstrate that economic progress and higher standards of living 
can be attained without sacrificing individual liberty, and to encourage 
cooperative regional development. 

For the mutual security program in this region, for fiscal year 1957, 
we are requesting appropriations, including military assistance, total- 
ing $330,217,000. Estimated obligations for fiscal year 1956 are 
about $241 million. 


DEFENSE SUPPORT AND DEVELOPMENT ASSISTANCE 


Development assistance programs for south Asia in this request 
total $76 million compared to the fiscal year 1956 program of $55 
million. In addition, we are requesting funds for defense support for 
Pakistan. The south Asian states are anxious to achieve, as rapidly 
as possible, the progress demanded by their populations. External 
aid is needed to fill the gap between what must be done, and what 
these states can do alone. The Government of India has embarked 
upon its second 5-year plan and Pakistan, Ceylon, and Nepal are 
striving to diversify and expand their economies. 

The mutual security program comprises a comparatively small but 
vital percentage of the resources devoted to economic development 
in these countries. During the course of India’s first 5-year plan, for 
example, American aid accounted for approximately 6 percent of the 
total amount of development funds required; actually, all external 
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assistance covered only 10 percent of the total of the plan. Similarly, 
in the other south Asian states, development efforts made by the 
individual nations have been notable. Our aid programs in these 
states, however, have an importance out of proportion to the relative 
amounts involved. United States financial resources are frequently 
the critical element in a complex development effort and American 
skills and techniques are being imparted throughout south Asia. 
Undoubtedly they have influenced considerably the course of develop- 
ment of these countries. 


TECHNICAL COOPERATION 


In all of the south Asian nations we have undertaken technical 
cooperation programs. For fiscal year 1957 we are requesting appro- 
priations in the amount of $24 million for such programs compared 
to $23.5 million programed in fiscal year 1956. Economic progress in 
this region, as in other newly developing areas, senile in large 
measure upon the efficient utilization of available human and material 
resources. This requires the introduction of advanced technical 
methods. 

Although encouraging progress has been made, productivity remains 
low, investment is slow, endemic diseases sap the strength of large 
numbers of people, and educational levels must be raised and admin- 
istrative processes improved. Through the technical cooperation pro- 
grams, we seek to promote economic development through training 
and demonstration in agricultural, health, educational, industrial, 
administrative, and those other technical skills which are needed if 


domestic and foreign development efforts are to be effective and if the 
impact of our aid is to endure. 


UNEXPENDED BALANCES 


If I may, I should like to turn now to a consideration of several of 
the factors in the program which I believe will be of particular interest 
to this committee. I refer to the estimated unexpended balances as 
of the end of this fiscal year, sales of surplus agricultural commodities, 
and loan arrangements within the program. 

In south Asia the amount available for expenditure during fiscal 
year 1956 was $421 million consisting of (a) about $239 million in 
unliquidated balances as of June 30, 1955, and (6) fiscal year 1956 
programs totaling slightly over $182 million. Approximately $102 
million was expended during the period July 1, 1955, through March 
31, 1956, leaving a balance as of March 31 of this year of approximately 
$319 million. The estimated expenditures for all of fiscal year 1956 
are expected to reduce this amount as of June 30 to approximately 
$244 million. 

India’s and Pakistan’s programs will account for 49 and 43 percent, 
respectively, of the estimated balance for south Asia as of June 30 
of this year. 

The mutual-security program in India, in general, supported the 
Indian first 5-year plan and is now geared to supporting the second 
5-year plan. That this aid toward economic development has been 
effective is manifested, I believe, in the results of the first plan which 
terminated in April of this year. Annual per capita income rose about 
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8 percent during the course of the first plan. National income rose 
by 18 percent. Industrial production increased by 50 percent. ‘This 
progress is most significant and encouraging, when you take into 
consideration the great obstacles to economic development and higher 
standards of living in India. The Indians themselves provided more 
than 90 percent of the financing of the first plan. Nearly all of the 
$300 million in aid under the mutual-security program during the 
period 1951-56 has been used to support the plan and represents nearly 
80 percent of the total of foreign assistance. 

The estimated unexpended balance in India as of the end of this 
fiscal year will be about $120 million. Of this amount, approximately 
$50 millions will be composed of fiscal year 1956 funds which are 
obligated for the procurement of such commodities as surplus wheat, 
and steel fabricated to meet the specifications for power facilities, 
irrigation works, and railways. Such fiscal year 1956 technical- 
cooperation funds as will remain unspent will, in large measure, be 
those obligated for multiyear contractual services and for demonstra- 
tion equipment requiring long-term delivery periods. About $70 
million will remain unspent from funds available for expenditure as 
of the end of fiscal year 1955. The expenditure of these funds, which 
were obligated for steel and railway-equipment procurement, multiyear 
university and engineering contracts, and highly individualized 
capital-equipment items, accelerated during the course of this fiscal 
year, we are therefore able to estimate that the greatest part, by far, 
will be expended during fiscal year 1957. There will be, as a conse- 
quence, a net decrease in the unexpended balances in the India program 
of about $35 million at the end of this fiscal year as compared to the 
unexpended balances on June 30, 1955. 

In the case of Pakistan, it is estimated that the total unexpended 
balance as of the end of this fiscal year in nonmilitary funds will be 
approximately $104 million. As you know, Pakistan has assumed 
the heavy responsibilities of joining with several other nations in 
collective security arrangements. These responsibilities were under- 
taken in spite of serious economic problems occasioned by the terri- 
torial division of the country, its limited number of technically trained 
personnel, and the paucity of indigenous resources. We have striven 
to assist the Pakistanis in their efforts to maintain political stability 
and to develop their security forces. We have collaborated in pro- 
grams designed to raise the standards of living of the population as 
a whole. 

The expenditure rate in the Pakistan program during the current 
fiscal year trebled over the fiscal year 1955 rate. Even so, the esti- 
mated balance by June 30, 1956, will be $25 million more than it was 
on June 30, 1955. A number of factors account for this increase in 
spite of the increased rate of expenditures. Of the total unexpended 
balance in the Pakistan program, approximately $45 million is obli- 
gated for nonproject assistance, for commodities on order, such as 
industrial machinery, iron and steel products, nonferrous metals, 
industrial chemicals, and special types of vehicles for which detailed 
specifications must be drawn up before contracts can be let. About 
$55 million is in project-type assistance. Of this amount, about $20 
million represents such long-range projects as the Karnafuli Dam, in 
East Pakistan, for which we are furnishing equipment and contractual 
engineering services. During fiscal years 1955 and 1956 we have 
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made available about $12 million toward the construction of the dam 
that will cost, eventually, in all currencies, $70 million. Other such 
projects include the Ganges-Kobodek development project, for which 
we have procured pumping stations and watergates needed for irri- 
gation purposes, the T’annsa Barrage low dam, and the Punjab 
groundwater survey. Much of the remainder of the unexpended 
balance is in the form of long-term contractual agreements for technical 
cooperation projects. 


SURPLUS AGRICULTURAL COMMODITIES 


In my recent discussion of the mutual security program in the Near 
East and Africa, I discussed several of the factors which have inhibited 
both direct and triangular sales of surplus agricultural commodities 
under section 402 of the act. These inhibiting factors prevail for the 
newly developing states of south Asia just as they do among the Near 
Eastern and African nations. Low levels of consumption, together 
with relatively adequate although minimal production of foodstuffs 
and fibers, limit the direct sales of American surpluses within the 
limits of current consumption patterns. 

The detailed negotiations, and requirements and limitations imposed 
on triangular sales including the requirement that at least 50 percent 
of the surplus commodities must be shipped in American-flag vessels, 
serve to restrict these sales. 

By the end of this fiscal year sales of surplus commodities totaling 
approximately $33 million will have been authorized. This includes 
approximately $28 million in grain, $2 million in cotton, $2 million 
in sugar, and $1 million in other surplus commodities and in ocean 
freight costs. 

FISCAL YEAR 1956 PROGRAMED LOANS 


In south Asia, from fiscal year 1956 mutual security funds, a total 
of $68.5 million was programed in the form of loans. This figure 
represents over 40 percent of the combined development assistance 
and defense support programs for all of the aid receiving south Asian 
states. 

CONCLUSION 


I have reviewed, in a somewhat abbreviated manner, the mutual 
security program in South Asia. As in my remarks on the Near East 
and Africa, I have pointed up some of the highlights of the program 
as well as some of the operational factors which I believe are of 
particular interest to this committee 

If I may, I should like to add just a few thoughts in concluding 
this presentation. Paramount among these is my conviction that in 
the mutal security program, we have both a weapon of positive 
strength against possible aggression and a potent force for world 
peace. Our goal is the political independence and economic well- 
being of the nations of the free world for upon these depends our 
national security. Despite the stress of an ewakened nationalistic 
spirit in these newly developing states, and the dangers involved in 
increased Sino-Soviet penetration cf them, we have seen come into 
being collective security arrangements. We have seen marked im- 
provements in the economies of the nations to which we have extended 
our aid. 
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The demands upon our national budget, although high, are never- 
theless essential since our national security interests and the preserva- 
tion of the free world are involed in the success of these programs. 

Mr. Passman. We will discuss the regional schedule on page 181} 
of volume I. 


COMPARATIVE SUMMARY OF BUDGET REQUEST 


I note in the military assistance a request for $1,166,813,000 for 
1957, compared to $604,848,000 for the fiscal year 1956, Under 
“Defense Support,” a request for $882 million against $882,310,000 
for the fiscal year 1956. 

Under “Development Assistance,’”’ you are requesting $80 million 
against only $65,800,000 for the fiscal year 1956, 

Under ‘Technical cooperation,” the request is for $63,250,000, 
against the request for only $57,480,000 for the fiscal vear 1956. 

Under “Other programs,” the President’s fund, you are, in effect, 
requesting $190 million, $100 million of new funds and a $90 million 
carryover; is that correct? 

Mr. Murpny. That is the total, sir. 

Mr. PassmMan. In other words $190 million for 1957, compared with 
$10 million for 1956. 

Mr. Murpny. Yes. 


’ 


EXPENDITURES 


Mr. PassMANn. If we may use the total here for the fiscal vear 1957, 
you are requesting $2,382 ,063,000, compared with only $1,560,328 ,000 
for the fiscal year 1956, or an increase in 1957 over 1956 in the amount 
of $821,825,000. 

I think it would be valuable information for the record if you would 
furnish the committee with the amount of unexpended funds that you 
have for Asia covering the programs that I have just enumerated. 

Colonel Crirz. Mr. Chairman, for military assistance, our unde- 
livered balance as of February 29, 1956, is $1,374,118,000. 

Mr. PassmMan. That is equivalent, or in excess of the total appro- 
priations for the fiscal years 1955 and 1956, is it not? 

Colonel Critz. Mr. Chairman, that is our total undelivered balance 
from the beginning of the program through February 29, 1956. 

Mr. Passman. And the program began when? 

Colonel Crirz. The program was authorized in 1949 and the first 
appropriation was made for the fiscal year 1950. 

Mr. Passman. What is the total amount appropriated by the 
Congress for the total period? 

Colonel Crirz. $3,866,476,000. 

Mr. Passman. What did you actually expend during the years 
1955 and 1956? I am not talking about obligations, but the amount 
of your deliveries. 

Colonel Crirz. The expenditure in this particular area? 

Mr. Passman. Yes, the amount of the expenditures is what I want 
to know. 

Colonel Crirz. In the fiscal year 1955, our total expenditures for 
this area, and may I ask Mr. Shaw to check these figures, were 
$478.3 million. 

Mr. Passman. All right. 
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Colonel Crirz. And the estimate of expenditures for the fiscal year 
1956 is $409.7 million. 

Mr. Passman. Making a total of what? 

Colonel Crirz. $888 million. 

Mr. Passman. In other words, for the fiscal years 1955 and 1956, 
the actual expenditures were $800 million plus? 

Colonel Critrz. Almost $900 million, sir. 

Mr. Passman. Approximately $900 million? 

Colonel Crirz. Yes, sir, approximately. 

Mr. Passman. For the 2 years, 1955 and 1956? 

Colonel Crirz. Yes, sir, that is correct. 

Mr. Passman. And you are asking for $1,166 million for the fiscal 
year 1957? 
Colonel Crirz. Yes, sir. 


EQUIPMENT FURNISHED FROM UNITED STATES ARMED FORCES STOCKS 


Mr. Passman. Would you furnish for the record under military 
assistance for this particular area the amount that was delivered that 
had been originally procured for our own Armed Forces? 

Colonel Crirz. Do you mean by that, Mr. Chairman, the amount 
of that as opposed to new procurement? 

Mr. Passman. No, not necessarily. In many instances, you do 
requisition for this program certain equipment from our own armed 
services that may be in the obsolescent stage, or in excess, is that 
correct? 

Colonel Crirz. In excess, yes, sir. 

Mr. Passman. Would you be inclined to discount the statement 
that has been made that this is just one other approach that our own 
military forces had of getting a larger appropriation? 

Colonel Crirz. No, Mr. Chairman. If I might make two state- 
ments on that, I would like to do so. If you look in volume III, 
page 14-a, at the bottom of the page, it will show the amount of 
excess stocks which have been delivered to this area and the amount 
remaining to be delivered from excess stocks, and there was no charge 
made to this appropriation for these stocks. 

Mr. Passman. Yes, I understand that there are certain items for 
which there is no charge made, but, on the other hand, there are 
certain items for which you do make a charge. 

Colonel Crirz. Yes, sir; that is correct. 

Mr. Passman. And that our Armed Forces are selling to this pro- 
gram certain materials that may be in the obsolescent stage or excess. 

Colonel Critz. When they are in the obsolescent stage they are 
excess. 

Mr. Passman. I will accept that. 

Colonel Crirz. The only charge against this appropriation for those 
excess materials is the repair or rehabilitation costs required to put 
them in good operational order. 

Mr. Passman. What is the amount in dollars that the armed 
services billed this program for in excess materials that they may have 
furnished. 

Colonel Crirz. I can furnish that from this table, sir. 

Mr. Passman. You can furnish it for the record. If you will, just 
supply the total. 
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Colonel Crirz. Yes, sir, the amount is $31.5 million. 
Mr. Passman. All right. 


EXPENDITURES 


Colonel Crirz. If I may add at this point, there is another thing 
in connection with your request for the expenditures during the fiscal 
years 1955 and 1956. I would like to point out one important factor 
in this particular area, which would have a bearing on our total expend- 
itures, and that is that during the fiscal year 1955, Korea was not 
being supported by the MDA program. It was supported by appro- 
priations to the military departments. Since almost one-half of the 
total fiscal year 1957 request is for this area, I would like to point 
out that in the fiscal year 1955, expenditures reflected no requirement 
for Korea. 

Mr. Passman. Of the $882 million requested for defense support, 
$404,500,000 is for support of military budgets, and $477,500,000 is 
for expanding protective facilities and improving public service? 

Mr. Murpuy. That is correct. 


FLOOD CONTROL 


Mr. PassMan. What part of this total would be for flood control, 
as we think of flood-control programs in this country? 

Mr. Murpuy. We do not have a figure for that, Mr. Chairman. 
We would have to compute that. To the extent that there is money 


in here for flood control, it probably is in the individual country pro- 
grams, and we would have to pick it out and total it. 

Mr. Passman. Even in this military assistance program you do 
have funds for flood control? 

Mr. Murpuy. For defense support? 

Mr. Passman. Yes, for defense support. 

Mr. Murpny. There could be; I am not personally aware of that, 
but there may very well be some money for flood control in the 
request. 

Mr. PassMAN. Has it been brought to your attention before that 
there could be a very large amount of funds for that phase of the 
program? 

Mr. Murphy. No, it has not. 

Mr. Passman. I wonder if you could furnish the committee with 
a list of them so that we could compare it with a list that has been 
given to us to see whether or not the figures you give us are substan- 
tially in accord with this figure which we have showing the amount 
that you have in this program for flood control, roads, airports, and 
railroads. 

Mr. Murpnuy. Do you want it broken out into individual items like 
that? 

Mr. PassmMan. Yes, the total amount so that we might compare it 
with another table that has been given to us on this matter. 

I want that in the record and I want the committee to have it just 
as quickly as we can get it, in order to compare it with some figures 
we have. 

Mr. Murpny. Yes, sir. 

(The information requested was furnished the committee.) 
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UNEXPENDED BALANCES 

Mr. Passman. What is the anticipated unexpended balance for 
defense support in this area as of June 30? 

Mr. Murpuy. $925,263,000. 

Mr. PassMan. What was it a year ago? 

Mr. Murpny. $935,776,000. 

Mr. Passman. What is the amount for development assistance? 

Mr. Murpuy. As of this June 30, we expect to have $118,049,000 
and as of last June 30, we had $131,379,000. 

Mr. PassmMaNn. What is the amount for technical cooperation? 

Mr. Murpuy. As of this June 30, we expect to have $72,912,000. 
As of last June 30, we had $66,364,000. 

That $6 million increase, Mr. Chairman, again like the Korean 
military situation is accounted for by the fact that in the fiscal year 
1956, for the first time, the technical cooperation programs were broken 
out especially for Vietnam and the other two Indochina states and 
Korea. Previously, those had been included in the defense support 
appropriation. 

Mr. Passman. Is not that a further indication, taking the unex- 
pended balances into account, that we did not burt this program by 
the reduction made last year? This year’s unexpended balance ap- 
pears to be larger than last year’s. You have increased the 
unexpended balance this year over last year. 

Mr. Murpry. In the first items that you mentioned, there was a 
decrease and in the last item a $6 million increase. 

Mr. Passman. It balances out so that there is not too much differ- 
ence. In military assistance it is over $900 million. 

Mr. Murpny. On the nonmilitary side, our pipeline is down only 
about $100 million. 

Mr. Passman. Only $100 million? 

Mr. Murpuy. Yes, sir; it is down from $1,900 million to $1.7 million. 

Colonel Crrrz. In the military assistance program there is a con- 
siderable reduction on the unexpended balance overall. 

Mr. WieaLesworts. Of how much? 

Colonel Critz. What is our total reduction in unexpended balance 
from last year? 

Mr. Saw. It is over $1 billion. It is $1.2 billion. 

Mr. PassmMan. We did establish with your own figures just a while 
ago that the actual expenditures for 1955 and 1956 were much less 
than what you are requesting for 1957; is not that correct, by approx- 
imately $900 million? 

Colonel Crirz. That is correct, sir, with the qualification that we 
did not include Korea in the fiscal year 1955. 

Mr. Passman. I understand your qualification. 

Mr. Murpuy. On the nonmilitary side, the request for all programs 
for 1957 including this $90 million carryover is $1,215 million. The 
expenditures during fiscal year 1956 are $993,808,000. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Rountree. May I just make one off-the-record comment? 

Mr. Passman. Yes, Mr. Rountree. 

(Discussion off the record.) 
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RUSSIAN PARTICIPATION IN U. N. TECHNICAL ASSISTANCE PROGRAM 


Mr. Gary. I have a clipping from the Richmond Times-Dispatch 
of Monday, June 11, of an article released by the United Nations, 
which shows that the United Nations spent a record amount on its 
technical aid program during the past year. The article reads: 


The United Nations reported Sunday night that 1955 spending on its technical 
assistance program set a record. Part of the money went to send Soviet experts 
to Burma and India. 

The report said the year’s obligations totaled $25,800,000. This was the 
highest in the history of the expanded program of technical assistance, started in 
mid-1950. It compared with a previous record of $23 million set in 1952. 

The 1955 money spread advanced skills in farming, mining, industry, health, 
education and other fields to 101 countries, and territories. 

The report showed that 5 experts and 17 fellowships came from the Soviet 
Union. Technical assistance officials gave this breakdown of the figures: 

Two Soviet mining engineers helped Burma make better use of lignitie coals 
in the Kalewa fields. Three specialists on Soviet electronic computing machines 
installed such a machine at the Indian Statistical Institute in Caleutta and taught 
Indians how to work it. 

Two Indian statisticians studied in the Soviet Union on technical assistance 
fellowships. So did a Chilean economist and a foreigner, nationality not given, 
sponsored by the United Nations Educational, Scientific, and Cultural Organiza- 
tion- 


and in parentheses— 
UNESCO. 

The other 13 fellows were Indian Government officials who toured the Soviet 
Union to look over its economic development and its facilities for training Indians 
under the United Nations program. 


In the final paragraph of the article, it states: 

In a statement issued here April 30, United States Delegate Henry Cabot 
Lodge, Jr., said the world situation required the United States to give new em- 
phasis to multilateral schemes like the technical assistance program. President 
Kisenhower later told his news conference he thought that for political effect, 
bilateral aid was better. 

Can you give us any information as to the use of these Soviet 
technicians in India, Burma, and other countries? . 

Mr. Murpuy. Weare going, of course, to have a special presentation 
of the UNTA program. Mr. Wilcox of the State Department, who 
is fully familiar with the program will be here to make that presenta- 
tion and to answer questions. It is possible that the Secretary knows 
something specific about India. 

Mr. Gary. I know that we are going to take up the request for the 
United Nations technical assistance program later, but I raised this 
question now because we are considering India, and I wanted to know 
what effect the program is having on India. 

Mr. Rounrrer. As you know, all of the members of the United 
Nations contribute greater or lesser amounts to this technical assist- 
ance program. The Soviet Union contributes to the program the 
amount of $1 million, or the equivalent in Soviet currency, per year. 

Mr. Gary. They have never given anything until last year. 

Mr. Rountree. I understand that in 1953, 1954, 1955, and 1956, 
they have given $1 million or a total of $4 million. 

That is money that is available only in rubles, as I understand it, 
and is expended for the Soviet contribution to this program. 

The provision of Soviet technicians, therefore, is not related to the 
American contribution to the program. 
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However, I would like to underline what Mr. Murphy has said, that 
the administration of this program falls in the Department of State 
under a different bureau than that which I represent. Mr. Wilcox or 
Mr. Phillips will, I understand; be prepared to give the committee com- 
plete information on this program. 

Mr. Gary. This article says: 

In this way, the United Nations started spending 4 million rubles in Soviet 
contributions and pledges to the aid program piled up since 1953. This money, 
at the official exchange rate, equals a million dollars. A dispute over its use had 
kept the United Nations from touching it, but this was finally resolved. 

Mr. Murpuy. That is right. You may recall last year the testi- 
mony given to this committee brought out the fact of the Soviet 
contribution and that, up to that point, nothing had been spent. 

Mr. Gary. My recollection was that last year was the first con- 
tribution, but maybe I had in mind the testimony to the effect that 
none of it had been spent. 

Mr. Murpuy. Yes. Apparently this year that difficulty of keeping 
the money from being spent has been resolved. 

Mr. Gary. I remember that we discussed last year the question 
about sending Soviet technicians into these countries. Are they 
using our dollar funds to that purpose or what are they using? 

Mr. Murpuy. As to these rubles, I am sure that they are using 
them only for expenses in Russia, or for Russians. In other words, 
a Russian technician will go to another country and take his pay in 
rubles, and I understand that there might be need for demonstration 
equipment involved, which could be purchased in rubles, and they 
might be used for that purpose. 

Mr. Rountree. Certainly, no United States dollars are being used 
for this purpose. 

Mr. Gary. Can you tell us anything about this United Nations 
technical assistance program in India? If you think that information 
can better be given by Mr. Wilcox, I will just waive that question. 

Mr. Rountrer. I think it can better be given by Mr. Wilcox. If 
you would like, I will ask Mr. Lathram to give you certain general 
information at this point. 

Mr. Gary. I merely raise the question now for the purpose of giving 
you an opportunity to answer in connection with your request for 
India. If the United Nations is spending money in India on a technical 
aid program and sending Communist technicians in, is that nullifying 
our program, or is it duplicating our bilateral program, or what is it 
doing? That was the question I wanted answered here if it can be 
answered. 

Mr. Rountrer. I think I can state now that the United Nations 
program in India in no way conflicts with the bilateral American pro- 
gram in India. There is careful coordination of the various aspects 
of these several programs, not only in India, but in other countries 
where United Nations representatives operate, to assure that there is 
no conflict with projects undertaken by our technical assistance pro- 
gram and vice versa. 

Mr. Dorsey. I would like to make one other statement in that 
connection, if I may, and that is that I know of no case in which our 
technicians are working together on the same project with the 
Russian technicians. 
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Mr. Gary. I will reserve any further questions until we take up 
the request for the contribution to the United Nations technical 
aid program. 

Mr. Lanuam. Might it not be a good thing if the two did work 
together? Maybe it would work for a better understanding. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Rounrresz. To the extent Americans work as members of the 
United Nations technical assistance mission, then obviously they have 
to work in cooperation with other members of the mission. 

Mr. Passman. Technically and legally that is true, but do you 
mean Russia is working there hand in hand with our experts? 

Mr. Rountree. I would prefer that we refer this to people more 
directly concerned. 

Mr. Lanuam. That is all. 


EXPENDITURES IN KOREA 


Mr. Denton. As I understood it, the United Nations took care of 
Korea up to 1955. That was handled by the Defense Department? 

Colonel Critz. Individual budgets of the three military depart- 
ments handled the military requirements. 

Mr. Denton. Up to and including 1955? 

Colonel Crirz. Yes, sir. 

Mr. Denton. Last year, 1956, it was included in this appropria- 
tion? 

Colonel Crirz. Yes, sir. 

Mr. Denton. But you have increased it approximately $200 million 
this year? 

Colonel Critz. Yes, sir. 

Mr. Denton. So if they compare the budget this year with last 
year, the fact we have taken over Korea in this program will not make 
any difference? 

Colonel Critz. Yes, sir; it will, Mr. Denton, in this respect: As 
you may recall, we have stated before that it takes about 6 months to 
get a program into operation, and in Korea this fiscal year we did not 
actuall get the program approved 

reco Just a moment. The figure just given me was only 
in last year’s appropriation carried over for Korea. 

"Colonel Critz. Are you looking at that table, sir? 

Mr. Denton. Yes. 

Colonel Critrz. Look at the next column on Korea and it will 
show the total estimated obligations and reservations outstanding 
as of June 30. 

Mr. Denton. That takes in other years other than 1956? 

Colonel Critz. Prior to fiscal 1956, before the Korean war, there 
was a small program there, and during the Korean war we carried 
training requirements. 

Mr. Denton. Out of the $——-— you had last year, you have 
obligated or reserved all of it except $ 

Colonel Crirz. The estimated unobligated balance, Mr. Denton, 
is the fourth column from the end and shows the estimated unobligated 
balance for Korea is $- 

Mr. Denton. That is right, $ 


78669—56——30 








Mr. Passman. Off the record. 
(Discussion off the record.) 
Mr. Denton. That is all. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. WicGLEswortH. You gave us actual expenditures for 1955 and 
1956 ex-Korea, as I understand it? 

Colonel Crirz. Ex-Korea for 1955, but it does include Korea for 
1956. But may I add to what I started to mention to Mr. Denton. 
We were late in getting started on the Korean program in 1956, so 
this does not reflect a great deal of expenditures which will increase 
substantially in the ensuing months. 

Mr. WicGLeswortH. You show in the table $— 
in 1955, as I understand it? 

Colonel Crirz. That is correct, sir. 

Mr. WiaeLeswortn. And to get the total for the 2 years which we 
have had as $————, on a comparable basis you should add $—— in 
1955, I take it, plus something in 1956? 

Colonel Critz. No, Mr. Wigglesworth. During fiscal 1955 we had 
a small training program carried under the military assistance pro- 
geram. That is the only thing reflected in the 1955 expenditures for 
Korea; whereas in fiscal 1956 MDAP assumed the responsibility for 
the support of the Korean military forces as opposed to having them 
supported by our there military departments. 

Mr. WiaGLeswortH. What is the correct figure for the 2 years? 
There must be something added to the $———. 

Colonel Critz. That is correct. 

Mr. WiccieswortH. How much? 

Colonel Critz. It would be several hundred million. 

Mr. WicGLeswortn. For the 2 years? 

Colonel Critz. No; for fiscal 1955. 

Mr. WicGcieswortH. And how much for 1956? 

Colonel Critz. Nothing, sir. I would like to enter that in the 
record. 

Mr. WicGLeswortnH. Will you please furnish for the record the 
actual expenditure in 1955 which should be added to the $——-— 
to give us the correct total for the 2 years on a comparative basis? 

Colonel Critz. Yes, sir. 

(The confidential information requested was furnished to the com- 
mittee :) 

Mr. WiceieswortnH. That is all, Mr. Chairman. 

Mr. Forp. The point Mr. Wigglesworth brought out was what I 
was primarily interested in because it will show a more accurate rela- 
tionship to the contemplated program in fiscal 1957. 

Will the figures include all three branches of the service? 

Colonel Critrz. Yes, sir; they will. 

Mr. Forp. That is what you intend to fund in fiscal 1957 out of 
this program, all three branches of the service? 

Colonel Crirz. Yes, sir. 





expenditures 





AUTHORIZING LEGISLATION 





ON MILITARY ASSISTANCE 






Mr. Forp. Could you give us a summary of how the program as 
submitted here compares with what the authorization bill proposes 
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for all aspects of the program, military, technical assistance, and so 
forth? 

Colonel Crirz. May I enter that in the record? I could do it in 
general terms now. 

Mr. Forp. Could you give it in general terms now? 

Colonel Crirz. I will ask Mr. Murphy to give it on the nonmilitary 
side and then I will give it on the military side. 

Mr. Murpuy. On the nonmilitary side the only change made by 
the House in the executive proposal for Asia was the deletion of the 
$100 million when they merged the Near East and Asian development 
fund into one fund. Aside from that, the authorization passed by 
the House is the same as the request of the executive branch. 

Mr. Forp. On the nonmilitary side? 

Mr. Murpuy. Yes. 

Colonel Crirz. On the military side, sir, I would like to read a 
statement for the record. 

Mr. PassMan. Without objection the statements will be inserted in 
the record with respect to the regions rather than be read into the 
record, to save time. Off the record. 

(Discussion off the record.) 

Mr. Passman. I believe the information Mr. Ford wants is very 
valuable to the committee. Mr. Ford, you want the difference be- 
tween the request in the justifications and the House action on the 
authorization bill? 

Mr. Forp. Yes. 

Mr. Passman. Then if you will give that on the military side as 
Mr. Murphy did on the nonmilitary side, then file a statement for the 
record. 

Colonel Crirz. On the military side the House action on the author- 
ization bill did not specifically limit the amounts requested for the 
Far East as they did in Europe. In Europe they specifically stated 
the exact amount that would not be exceeded. As far as Asia is 
concerned, no such limitation was set forth. 

If I may, I will insert this statement in the record. 

Mr. PassMaNn. Yes, without objection. 

(The statement referred to is as follows:) 


STATEMENT ON THE EFFECTS OF THE REDUCTION PROPOSED BY THE HovUSE 
ForREIGN AFFAIRS COMMITTEE ON THE EXECUTIVE BRANCH REQUEST FOR 
$3 BiLLion AUTHORIZATION FOR MILITARY ASSISTANCE IN FiscaL YEAR 1957 


The bill (H. R. 11356) reported by the House Foreign Affairs Committee, (1) 
reduces the authorization for military assistance requested by the executive branch 
by $1 billion (from $2.925 billion to $1.925 billion), (2) provides that not less than 
$48 million shall be used to provide assistance to Spain, and (3) limits military 
assistance to other European countries to $402 million. 

In considering the effect of this reduction of the proposed appropriation, first 
consideration must be given to certain charges that are in the nature of operating 
overhead or fixed commitments. These have first claim on any money appro- 
priated and must be paid if there is to be any military-assistance program at all. 
The fiscal year 1957 program contains the following items of this nature: 

1. Packing, crating, handling and transportation of materiel previously funded 
which is to be delivered in fiscal year 1957—$134 million. This estimate was 
based on an expected delivery rate in fiscal year 1957 of $2.5 billion. Recent 
actions taken in the Department of Defense to expedite deliveries of equipment 
previously funded will probably result in a delivery rate during fiscal year 1957 
of $2.7 to $2.9 billion. It is therefore likely that the $134 million figure is somewhat 
understated. 
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2. United States contributions to infrastructure and the support of interna- 
tional military headquarters—$80 million. These are commitments of the United 
States on a cost-sharing basis as part of our NATO agreement, and the amounts 
are relatively inflexible. 

3. Administration—$24.9 million. - This estimate is approximately the same 
as the estimate for fiscal year 1956, and does not take into account Department 
of Defense plans for intensified and better directed supervision of the military- 
assistance programm. Reduced appropriations for fiscal year 1957 would not re- 
sult in reduced need for administrative supervision of the programs to be de- 
livered from previ »us appropriations. 

4. Special programs——$12.4 million. These are special programs of a classified 
nature which can be explained in executive session. 

5. Repair and rehabilitation of excess—$3.9 million. This is money required 
for the repair and rehabilitation of materiel excess to the needs of the military 
departments which will be provided to the military assistance program without 
any charge except for the cost of repair. 

The total of the amounts listed above is $255 million. In addition to the above 
relatively fixed amounts, there are two segments of the program from which the 
return to the United States is so great in relation to amounts spent on them that 
they should not be reduced. These are: 

1. The training program—$103 million. In order to insure the combat effec- 
tiveness of the forces which we have previously equipped, and to lay the ground- 
work for the effective use of advanced weapons to be supplied in future programs, 
this amount of training is absolutely essential in fiscal vear 1957. The training 
program not only contributes to the technical proficiency of the users of com- 
plicated MDA supplied equipment, and thereby assures that it will not be de- 
stroyed or damaged by careless and improper use, but, more importantly, it is 
an opportunity for the United States to build goodwill, to expose influential citi- 
zens of friendly countries to our methods, and in general to make friends with our 
allies. The long-range effect of the training program may well outlast the useful 
life of the materiel being provided. 

2. A special program—$%20 million. This is a classified program of a special 
nature which can be explained to the committee in executive session, and which 
is believed to be of such importance that it should not be reduced. 

After deducting the items listed above—the $255 million for fixed charges and 
the $123 million for training and the special program—there remains approxi- 
mately $2.5 billion of requested appropriations. It is this amount rather than 
the $3 billion program which must bear the full impact of the $1 billion cut im- 
posed by the committee. This $2.5 billion request consists of $426 million for 
advanced weapons (after taking into account $104 million of the total $530 
million advanced weapons program funded from fiscal year 1950-56 appropria- 
tions), and $2.1 billion for all other materiel requirements. 

This amount must provide: 

The United States share of the maintenance and replacements required 
to maintain the combat effectiveness of the forces which we have equipped: 

A start on the advanced weapons program which will go almost entirely 
to NATO, and which General Gecienthar has stated is of such importance 
to NATO; and 

A part of consumables required for such important military forces as the 
Republic of Korea Army (facing a well-equipped and numerically superior 
force across & narrow demarcation zone), the Nationalist Chinese forces 
standing ready to repel aggression on Tiawan, and the Pakistan and Turkisn 
Armies. 

Obviously $1.5 billion, which is all that would be left after applying the com- 
mittee cut of $1 billion, cannot provide for all of these requirements. 

The effect of a reduction of $1 billion was specifically considered in the early 
planning stage for the fiscal year 1957 program. The Joint Chiefs of Staff at 
that time found that a ceiling of $2 billion for military assistance in fiscal year 
1957 was unacceptable without a change in our security commitments and objec- 
tives. They stated that a program of only $2 billion would not fulfill the require- 
ments listed below which are considered vital to maintaining an acceptable 
military posture in the free world: 

1. Augmentation of equipment for forces in being in the Baghdad Pact 
nations. 

2. Proper maintenance of worldwide forces in being to meet desirable 
combat standards. 

3. Initial increments of modernized and advanced air-defense units for 
Europe and Japan. 
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4. Selected replacement of overage ships and obsolete aircraft in order to 
maintain combat effectiveness in existing forces. 

5. Provision of adequate war reserves of ammunition and equipment in 
those areas most vulnerable to Communist aggression. 

6. Completion of essential unit equipment and modernization requirements 
for existing forces. 

7. Provision of sufficient training ammunition to prevent depletion of 
already inadequate war reserves, and to achieve acceptable standards of 
combat readiness. 

The overall effects of the cut of $1 billion in the program are set forth above. 
The specific limitation on aid to Europe imposes further restrictions and makes the 
action of the committee of even more concern to the Department of Defense. 
The effect of limiting the aid to be given to Europe (less Spain) in fiscal year 1957 
to $402 million has been carefully analyzed by the Department of Defense 
Three alternate courses of action to stay within this limit have been considered 
These are: 

First, using the available funds, insofar as possible, for the provision of advanced 
weapons in order to get this important program underway. This would mean 
that there would be no provision for continuity of the program for attrition 
replacements, maintenance, and spare parts. The forces could not be kept in a 
satisfactory state of readiness. Furthermore, it would probably be necessary to 
eliminate entirely the mutual weapons development and facilities assistance 
programs. To neglect entirely these two important programs will impede the 
progress which our NATO partners have made in developing an industrial mobili- 
zation base to support their armed forces. Such neglect would also impair 
research and development on promising lines of scientific exploration of new 
weapons and methods of defense which would strengthen the free world position 
in the face of rapidly developing Communist aggressive capabilities. This is not 
true economy. The alternatives are permanently weaker partners or greatly 
increased United States expenditures later. Even with such drastic reductions in 
the conventional program, the amount available for advanced weapons under the 
$402 million ceiling imposed by the committee would be only $302 million after 
providing for delivery charges and a minimum of essential training. This alter- 
native is both politically and militarily unacceptable, both from the standpoint of 
foreign policy and of sound military judgment. 

The second alternative considered was to defer to a future date the provision of 
any advanced weapons, and use the limited amount of funds left available by the 
committee to provide the minimum essential maintenance and replacements. 
This alternative is equally unacceptable. Such a program is fundamentally 
contrary to the concept upon which our military planners have based the adequate 
defense for Western Europe which is essential to our own security. European 
NATO forces would be unable to take their place alongside United States forces 
in Europe with the proper equipment to do their expected part in combat. It 
would deprive the United States of the very important psychological impact of 
the advanced weapons program which has been counted on to restore the confi- 
dence of NATO countries in their ability to defend themselves against attack. 
The advanced weapons program adds very directly to the security of the conti- 
nental United States by providing a vital link in the early warning air defense 
system which protects the United States as well as Western Europe. ‘This 
advantage would be lost. 

Even after deleting all provision for any advanced weapons, the amount left for 
maintenance, replacements, spare parts, training ammunition, and all the require- 
ments which were planned as the United States contribution to maintaining the 
combat effectiveness of the conventional forces would be but slightly more than 
half of the estimated requirements. Our NATO partners could only assume that 
we have abandoned the existing concepts and standards of military aid, and the 
resulting trend to neutralism or defeatism in NATO would be serious. 

A third alternative considered by the Department of Defense was to distribute 
the limited funds made available between the advanced weapons and maintenance 
and replacement of the conventional weapons. This alternative has all the dis- 
advantages of both of the other plans. It spreads the available money too thin 
to do any real good in either direction. 

In addition to the overall adverse effects of reducing the authorization by $1 
billion stated by the Joint Chiefs of Staff and listed above, the limitation on aid 
to Europe will be unacceptable for the following reasons: 

1. Funds available would be insufficient for the minimum essentials of an 
already austere European program. 
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2. The combat effectiveness of the European NATO forces, brought about 
in large part by United States contribution of about $9 billion worth of 
materiel, would seriously decline. 


) 


3. United States leadership in European affairs would be weakened to such 
an extent that neutrality would be encouraged. 
4. The Federal Republic of Germany, seeing the fate of other United States 
allies in Europe, would have further excuse for delaying her military buildup. 
5. The vital contribution of NATO to the security of the free world would 
be jeopardized. 

There are savings which can be found in this program and used to reduce the 
appropriation request for fiscal year 1957. Some of these have already been 
reported to the House Foreign Affairs Committee. As now estimated by the 
Department of Defense, these savings amount to about $129 million, consisting of: 

1. Unobligated fiscal year 1956 funds not required to be reappropriated: 
$29 «million. 

2. Adjustments due to program refinements (changed prices and changed 
requirements, etc.): $100 million. 


CONCLUSION 

1. The drastic cut of $1 billion will require a basic reevaluation of the plans 
and policies on which the military-assistance program is founded. Our security 
commitments and objectives would have to be changed. It is politically and 
militarily unacceptable. 

2. The limitation on aid to Europe strikes at the very foundations of the NATO 
alliance and is fraught with the possibility of extremely grave damage to the 
national security. 

3. Adjustments and refinements made in the program since it was originally 
presented to the Congress have revealed approximately $129 million savings 
which could be applied to reduce the fiscal year 1957 appropriation request without 
serious damage to the national interest. 

Mr. Forp. May I ask this question to guide me as we go from 
country to country: Take the amount set forth on page III-3 under 
“Military assistance,’ it says the proposed fiscal year 1957 amount is 
$1,166,813,000. 

Colonel Crirz. That is correct, sir. 

Mr. Forp. What would be the comparable figure if the House 
authorization bill es approved does become law? 

Colonel Crivz. It is difficult to give a concise answer to that prob- 
lem. The statement which I requested to be inserted in the record 
lays out in general terminology what would occur by area. If the 
House authorization bill is the final determination, it will reduce the 
amount which we requested for Asia. 

Mr. Forp. However, in the authorization bill there was no pin- 
pointing the result as far as Asia was concerned? 

Colonel Crirz. That is correct. 


SALES OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Forp. Where is shown the amount of sales of surplus agri- 
cultural commodities? Is that shown on page III-3 under the pro- 
gram as submitted? 

Mr. Murpny. Yes, sir. In the 1957 program for Asia as a whole, 
we would expect to include sales of $147,300,000 of surplus agricul- 
tural commodities. 

Mr. Forp. How much on the military side? 

Mr. Murpuy. There might be a small direct forces support item. 
$8 million is the total of that. 


CouNTERPART AND LocaL CURRENCIES AVAILABLE 


Mr. Forp. What about these statements over on page III-9? For 
example, the fiscal 1957 program, (1) it says 404.5 million of local 
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currency or about 45 percent of the total requested for fiscal 1957 is 
for support of military budgets including such items as troop pay and 
allowances, food, and so on. Are you talking there about the counter- 
part funds or something else? 

Mr. Murpny. Either counterpart funds or to the extent there 
might be sales proceeds of agricultural surpluses, they might also be 
used. 

Mr. Forp. Over and above the $147.3 million? 

Mr. Murpuy. No. That would be included in the $404 million. 

Mr. Forp. You anticipate, as laid out, $147.3 million in United 
States dollars of agricultural surpluses? 

Mr. Mourpnry. That is right. 

Mr. Forp. When you reflect it in local currencies you are able to 
arrive at the figure of $404.5 million? 

Mr. Murpuy. No. The difference would be counterpart as 
differentiated from United States owned local currency. Under 
section 402 of the act, when we sell agricultural surpluses the United 
States takes title to local currencies and to the extent they are used 
for support of military budgets they would be included in the $404 
million. ‘The difference is counterpart which is the sales proceeds of 
other commodities introduced in the economy which is owned by the 
other country. The $404 million would be a combination of counter- 
part and United States owned sales proceeds of United States surplus 
agricultural commodities. 

Mr. Forp. Where would this $404 million be reflected on page 
III-3? 

Mr. Murpuy. $109.3 million of it would be in the defense support 
item of $882 million. That is shown at the bottom of the page. It is 
broken out by type of account. Defense support is $109.3 million. 
The development assistance item is $30 million. That would be 
included in the $80 million shown at the top. The difference between 
the amounts in each instance would in large part reflect import pro- 
grams which would generate counterpart. 

Mr. Forp. There is quite a difference. 

Mr. Murpny. There is also money that is used for projects which 
do not generate local currency at all. 

Mr. Forp. What is this amount of $882 million? 

Mr. Murpny. That is the amount of the defense support request 
for 1957. 

Mr. Forp. How much of that will be actual United States dollars 
which will be made available? 

Mr. Murpuy. You mean in cash? 

Mr. Forp. In cash. 

Mr. Murpny. I will have to look that up. 

Mr. Forp. I will be very frank with you, I do uot quite understand 
how you will generate that much in local currencies under this kind 
of a program. 

Mr. Murpny. On the import programs in countries like Korea, 
Formosa, and Vietnam, where we finance in large part their import 
program, where they do not have the foreign exchange, the mechanics 
we use just generate local currency as the commodities come into the 
economy and the merchants and businessmen put up their money in 
payment. 
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Mr. Forp. How much of the local currency presently exists in such 
countries from previous programs? 

Mr. Murpuy. Those details are shown at the country level. I do 
not think there is a summary in here for the program as a whole. 

Mr. Passman. Could you provide such a summary? 

Mr. Murpuy. Yes. 

(The following information was subsequently supplied for the 
record :) 
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Mr. Murpuy. If you will turn to Korea— 

Mr. Forp. Which book? 

Mr. Murpuy. Volume III, page 135. You will see there the 1957 
program, which is shown as salables. Out of the amount we request 
for Korea we expect 210 million would go in the form of salables in 
the Korean economy, made up of agricultural surpluses and other 
commodities. Ten million of that equivalent in hwan would revert 
to the United States Government, leaving 200 million available for 
use in Korea. There were some prior year deposits expected of 95 
million, giving a total availability of just under 300 million. We 
expect during 1957, 200 million of that would be used, broken down 
as shown on that page, the big item of which is for military assistance 
and economic development projects. At the end of 1957 there would 
be approximately $100 million in hwan which would be withdrawn 
after that year. 

Mr. Forp. That is all, Mr. Chairman. 


MILITARY ASSISTANCE FOR KOREA 


Mr. Hanp. Did I understand you to say, Colonel, that of this 
regional program for military assistance about half would be spent 
for the Republic of Korea? 

Colonel Crirz. That is correct. The exact amount is classified. 

Mr. Hanp. In addition there is a substantial amount for defense 
support for Korea, is there not? 

Mr. Murpuy. Yes, sir; $300 million. 

Mr. Hanp. This $ is all direct military support? 

Colonel Critz. Yes, sir. 

Mr. Hanp. What proportion of this amount does this sum bear to 
the whole worldwide program for military support? 

Colonel Crirtz. It is — of our entire request. 

Mr. Hanp. We are spending ———— in this field for the Republic 
of Korea? 

Colonel Crirz. Yes, sir. 

Mr. Murpny. By coincidence that is also the case on the nonmilitary 
side. 

Mr. Hanp. Do you have any idea how much money, translated in 
United States dollars, the Republic of Korea is spending for these 
same forces? 

(Statement off the record.) 

Mr. Hanp. Not counting the $300 million—that we are spending 
for the other class of support? 

Mr. Murpay. Yes, sir. 

Colonel Crirz. May I add that it represents classified percent as 
far as Korea is concerned. 

Mr. Hann. Off the record. 

(Discussion off the record.) 

Mr. Hanp. Thank you, Mr. Chairman. 


AFGHANISTAN 


Mr. PassMAn. We will take up the individual countries, starting 
with Afghanistan. 

Mr. Murpny. Mr. Chairman, may I say this is one of the countries 
on which the 1956 program has changed since the books were prepared 
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so the 1956 figure for Afghanistan in the development assistance is 
$10 million and on the technical cooperation side the figure is $3.5 
million instead of $3.4 million shown in the book. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Fiscal year 1955 was the first year you had a pro- 
gram to assist Afghanistan, is that right? 

Mr. Murpuy. I do not believe so. 

Mr. Dorsey. The program began in 1952. 

Mr. Passman. For 1955 you had $2.013 million? 

Mr. Murpuy. For technical cooperation. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. PassMan. On what basis did the Administrator or Director 
decide to increase the amount of the 1956 program under technical 
cooperation? When you read page 27 of volume III it said studies 
are being made. Does that indicate we should reconsider the pro- 
gram? What are the developments since that time that would justify 
not only an increase in the 1956 program but additional funds for 
economic aid that are not even mentioned here? 

Mr. Dorsery. The fiscal year 1956 development assistance pro- 
gram is.to be funded from the President’s fund—that is section 401 
of the Mutual Security Act. 

Mr. Rountrer. Mr. Chairman, as you know, the situation in 
Afghanistan has been rather difficult in the past year. The Afghans 
are an independent nation; they want to maintain their independence; 
they have a development program and they have sought assistance 
needed to implement their program. 

A large percentage of Afhanistan’s trade is with the Soviet Union, 
and Afzhanistan has traditionally maintained a very careful policy 
in connection with its relations with the Soviet Union. 


RUSSIAN AID TO AFGHANISTAN 


Recently the Soviet Government extended to Afghanisian a very 
substantial loan of $100 million to be expended over a 10-vear period, 
repayable at a low interest rate. The Afzhan Government has sought 
and desires assistance from us. Our aid to Afghanistan in the past 
has been largely concentrated in our technical cooperation program, 
plus an Export-Import Bank loan which we have extended to assist 
in the implementation of the largest single project in the Afghan 
development program; that is the Helmand River development 
project. 

The decision to expand the program by the addition of $100,000 for 
technical assistance and the extension of aid for other projects was 
made in light of the desirability of our continuing to show the Afghans 
our interest in their development efforts. We felt that the particular 
project that was selected for negotiation was of very considerable im- 
portance and that it should be carried out with the aid of the West 
rather than that of others whose interests might not be the same as 
ours. 

Mr. Passman. Would it be true in this particular instance that we 
are just trying to outbid Soviet Russia for their friendship? 

Mr. Rountree. I do not think that is true. The Soviets have 
offered more aid to Afghanistan than we have. 


ST 
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Mr. PassMan. Do you mean in aid or in terms of loans? 

Mr. Rountrer. In terms of loans. 

Mr. Passman. We usually think of aid as something free. The 
assistance of the Soviets has been on the basis of short-term loans? 

Mr. Rountresr. Loans repayable on a long-term basis. When a 
country is carrying out an economic program and needs aid, that aid 
can take the form of a loan or a grant. 

Mr. PassmMan. Did you not say the Soviet Union made them a loan? 

Mr. Rountree. Yes. Regarding the project which we are con- 
sidering, the precise amount of the loan and the precise amount 
of the grant is at this point undetermined. In any event, we feel that 
assistance in the form of a loan or grant, or a combination, is highly 
desirable. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Rountree. May I comment that this project is still under 
negotiation. 

Mr. Passman. There has been no money spent? 

Mr. Rountrer. No. 

Mr. Passman. The amount requested for fiscal 1955 was $2.013 
million and the amount requested for fiscal 1956 was $3.4 million, 
which you have increased to $3.5 million, bringing the total up to 
$5.513 million for the 2 years 1955 and 1956? 

Mr. Murpny. That is correct. Those are technical assistance 
funds. 

EXPENDITURES 


Mr. Passman. How much of that have you actually expended? 

Mr. Murpeuy. The program this year is $3.5 million for technical 
cooperation, which means there was a total available for expenditure 
during this year of $5.332 million. In the first 9 months, $809,000 
were spent, and at the end of March the unexpended balances were 
$4.523 million. We expect those balances will be down to $3.6 million 
by the end of this fiscal year. 

Mr. Passman. You will have approximately $3.6 million unex- 
pended funds for this particular country by the end of June? 

Mr. Murpuy. Which is slightly less than we expect to spend in 
1957; yes, sir. 

Mr. PassMANn. Even so you are requesting an additional $3 million? 

Mr. Murpuy. That is correct, which probably will all be obligated 
in fiscal 1957 and spent in fiscal 1958. 

Mr. PassmMan. To go back to the last accurate report, you have 
approximately $5 million unexpended? 

Mr. Murpuy. As of March 31. 

Mr. PassMAn. There could easily be a larger unexpended balance, 
depending on how rapidly you can finish those contracts you are 
negotiating? 

Mr. Murpnuy. Yes. This is our best estimate. 

Mr. PassMan. That is an estimate? 

Mr. Murpny. Yes, sir. 

Mr. Taser. What did you spend this $10 million for? 

Mr. Murpuy. As Secretary Rountree said, that project is still in 
the negotiating stage. It is not even obligated as of now. 

Mr. Taser. What is the project? 
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Mr. PassMan. Off the record. 
(Discussion off the record.) 


HELMAND VALLEY PROJECT 


Mr. Tazser. The justifications state that the Export-Import Bank 
loaned them $39.5 million. 

Mr. Murpuy. That was the Helmand Valley operation, Mr. Taber. 

Mr. Taser. What is that? Is that a reclamation or resettlement 
project? 

Mr. Dorsry. May I speak to that? The Helmand Valley project 
is a river basin development project which involves the development 
of between 400,000 and 800,000 acres of new or reclaimed land in 
western Afghanistan. It involves two large storage dams, a diver- 
sion dam, canals, irrigation ditches, and some roads between those 
components of the project. 

According to our estimates a total of about $80 million has been 
invested in the project, the balance over the $39.5 million loan coming 
from the Afghans themselves. The project is now some 10 years old. 
Off the record. 

(Discussion off the record.) 

Mr. Dorsry. The Afghan Government feels it has received in- 
sufficient return on its investment to date and now hopes to be able 
to increase the rate of return. The people in provinces outside the 
Helmand Valley itself, I think, are not entirely happy about the in- 
vestment in that one section of the country. 

It has been our desire in our technical cooperation program to 
afford such help as we could in the form of technical assistance to 
help the Afghans really make this program a valuable asset to the 
country; we firmly believe that the Helmand project is, potentially, 
a most valuable asset. That is all I have to say, sir. 


TOTAL FREE WORLD AND RUSSIAN ASSISTANCE TO AFGHANISTAN 


Mr. Taser. There is a statement that the largest segment of 
assistance will now come from the Soviet Union and there is another 
statement that in addition to earlier credits Afghanistan has obtained 
a long term low interest credit of $100 million. 

From whom? 

Mr. Rountree. From the Soviet Government. 

Mr. Taser. Afghanistan is also seeking a loan from the Inter- 
national Bank for Reconstruction and Development. What is that? 

Mr. Dorstry. I do not have information at band in regard to that 
loan, Mr. Taber, but I will be very glad to supply it for the record. 

(The information referred to is as follows:) 


AFGHANISTAN’sS LOAN REQUEST TO THE IBRD 


The Government of Afghanistan, on an informal basis, has requested a loan 
from the IBRD, to assist in financing a comprehensive development program in 
Afghanistan. The bank presently is preparing to send a fact-finding mission to 


Afghanistan before considering any specific loan requests. 


Mr. Taser. This whole business looks like they are trying to give 
us the go-by and are getting most of their support from the Soviets. 
‘That is the way it looks from what you have here. 
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Mr. Rounrresr. The greater portion of external assistance to 
Afghanistan at the present time, or at least projected in the future, 
will come from the Soviet Union. The loan of $100 million will supple- 
ment certain other economic activity and assistance which the Soviets 
have given to Afghanistan. That represents a program considerably 
larger than the program which we have in operation and in contem- 
plation for Afghanistan. Our main program up to this point has been 
the Export-Import Bank loan of slightly less than $40 million, plus our 
technical assistance. 

RUSSIAN LOAN 


Mr. Taser. You do not know what the $100 million is for? 

Mr. Rountree. Yes, sir; it is for roads, hydroelectric plants, irriga- 
tion work, schools, and industrial development. In addition to that 
loan, the Soviets are carrying out other projects such as paving streets 
in Kabul, building petroleum storage tanks, grain silos, and a bakery. 
On January 30 the Soviet Ambassador gave to the King as a gift a 
Soviet passenger plane. They have a number of technicians in 
Afghanistan. 

Mr. Taser. What about this development assistance? 

Mr. Rounrrer. The agreement has not been signed but there is 
no question that the Afghans would like to have our help. They are 
an independent country, independent people. They traditionally 
maintain very friendly relations with countries outside the Soviet bloc 
and there is no reason to suppose that they do not want to continue 
such relationship although they have, as we have indicated here, 
undertaken new and rather extensive economic commitments to the 
Soviet Union. 

Mr. Taser. Off the record. 

(Discussion off the record. ) 

Mr. Passman. Under our program they can buy from other 
countries and we pick up the check? 

Mr. Murpnry. Yes. 

Mr. Passman. Under the Soviet offer they have to buy from Soviet 
Russia? 

Mr. Murpuy. It may be possible to buy in satellite countries but 
on the United States side it is free world competitive buying anywhere 
you can get it. 

Mr. Passman. Did you say for the record that Russia gave the 
King of Afghanistan a passenger plane? 

Mr. Rountree. Yes, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


INTEREST RATES ON UNITED STATES AND RUSSIAN LOANS 


Mr. Fenton. How do the interest rates of the Soviets compare 
with our interest rates? 

Mr. Rounrrer. I think, generally, the Soviet interest rates are 
lower than ours. 

Mr. Fenton. In view of what you just said about there being no 
money involved, what kind of interest do you handle? 
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Mr. Murpuy. There is money involved. The United States tax- 
pares pays for the commodities that these countries import under our 
oans and money leaves the United States Treasury, of course. 

If the loan is to be repaid in dollars, the interest rate we apply is 3% 
percent. If the loan is to be repaid in loan currencies, the interest 
rate we apply is 4% percent. 

As Mr. Rountree said on the other hand, the Russian rate as we 
understand it is lower than either of those rates. 

Mr. Rounrrer. The Russian loans are repayable usually in com- 
modities rather than in cash. 

Mr. Fenton. That is right, how do they figure the rates? Is it 
in commodities? 

Mr. Rountrexz. It is so much money, repayable in goods of that 
value. 

Mr. Fenton. That is all. 

Mr. PassMAN. Russia makes the loans at a:low rate of interest 
but it is for goods and services produced in Russia; and Russia, of 
course, prices the merchandise that they sell to the nations against 
the loan, is that right? 

Mr. Murpay. Yes, sir. 

Mr. Passman. I imagine if there was a gimmick in here that it is 
the low interest rate. Through bookkeeping processes, that low 
interest rate could be offset by a higher price against what they are 
shipping out against the loan. 

Mr. Murpny. Yes. 

Mr. Passman. There is a possibility for that? 

Mr. Murpauy. It is possible, but as I recall Secretary Dulles 
indicated there is an indication in the opposite direction that actually 
they are subsidizing some of the goods going out under these loans. 

Mr. Passman. An indication but nothing specific to back that up— 
just a wish? 

Mr. Rountree. It is more than a wish, sir. I think the evidence 
porate far more in the direction of subsidized exports from the Soviet 

nion 

Mr. Passman. What evidence, Mr. Secretary? 

Mr. Rountree. Evidence in various transactions concerning :which 
we have information. May I just mention one off the record. 

Mr. Passman. I rather think inasmuch as we have gone this far 
along trying to develop this point that maybe it should be on the 
record unless it is strictly secret. 

Mr. Rountreeg. It is secret. 

Mr. Passman. If it is secret we have to keep it off the record. 

Off the record. 

(Discussion off the record.) 

Mr. PassmMaN. Let us deal with the economic aid and technical aid 
program. Is there any indication there have been bargains offered 
under that deal inasmuch as we are discussing technical and economic 
rather than military? 

Mr. Rountree. Sir, I can give you other examples but I am afraid 
they come from information that is classified. 


EXPORT-IMPORT BANK LOAN 


_ Mr. Forp. In light of what has been said here and in view of the 
information in the justification book, is the loan of the Export-Import 
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Bank considered to be soft or firm at this pomt? Do they consider 
it a loan on which they will be repaid? 

Mr. Rountree. That is a so-called hard loan repayable in dollars 
over a stated period of time. 

Mr. Forp. It has been indicated that the project did not pay out 
or pan out as well as had been anticipated. Do they still feel that it 
is @ loan which will be repaid according to the basic agreement? 

Mr. Rountree. My understanding is they are operating unde 
that assumption. 

Mr. Dorsey. That is correct, sir. 


DEVELOPMENT ASSISTANCE 


Mr. Forp. Under this proposed project of development assistance 
are we loaning them the money? 

Mr. Rountrer. The division as between loan and grant is, | 
understand, part of the negotiations that are underway now, sir, but 
at least part of it will be in loan and part in grant. 

Mr. Forp. Will they procure in America? 

Mr. Rountree. Yes. 

Mr. Forp. When do you expect to finalize the arrangement? 

Mr. Rountree. Momentarily. 

Mr. Forp. When will it be effectuated? When will the program 
actually be initiated? 

Mr. Rountree. The plan is that once the arrangement is concluded, 
the project will be implemented as soon as possible. As Mr. Dorsey 
indicated, it is not a project that will be completed within a few months 
but will extend over 1 or 2 years. 

Mr. Forp. That is all. 


REACTION OF PAKISTAN TO UNITED STATES ASSISTANCE TO AFGHANISTAN 


Mr. Hann. What effect, if any, would this assistance to the Afghans 
have on our relations with Pakistan? 

Mr. Rountree. Off the record. 

(Discussion off the record.) 

Mr. Rountree. One of the problems we have is that quite often 
our aid programs in the so-called uncommitted countries are misunder- 
stood in those countries which have firmly alined themselves with the 
West. Pakistan, of course, is one of those countries with which we 
have collective security arrangements. 

I think it is important to note that the magnitude of American aid 
and type of programs that we have in these uncommitted countries. 
while designed to do as much good as possible and to help the people 
as much as possible, are less than the programs we have in those 
countries which are working more actively with us. 

We have substantial programs in Pakistan. I think the Pakistani 
fully understand our desires to maintain friendly relations with Af- 
¢ghanistan. I think they would fully understand that, in line with 
that policy, which is in their interest as well as ours, it is only natura! 
that we should wish to undertake useful projects such as those ws 
have outlined here for Afghanistan. 

Mr. Hanp. Do you think the Indians understand our relations wit): 
Pakistan fully as well? 
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Mr. Rountree. I think the Indians probably understand our re- 
lations with Pakistan, but Indian policy, which has been to oppose 
these collective security arrangements, has made for a situation in 
which our program in Pakistan, particularly military aid, has been 
subjected to great criticism in India. 


ARMED FORCES OF AFGHANISTAN 


Mr. Hann. Do the Afghans have an organized armed force equipped 
with modern weapons and if so, to what extent? 

Mr. Rountree. They have an army but they are not equipped 
with the most modern w eapons. They are an effective defense force 
insofar as internal security is concerned, and as I understand it, that 
is their primary objective. 

Mr. Hanp. It has no army with any aggressive potentiality? 

Mr. Rountrer. No, sir. Would the colonel agree with what I 
said? 

Colonel Critz. That is correct. Off the record. 

(Discussion off the record.) 


CEYLON 


Mr. PassMan. Next is Ceylon. We had no program for them in 
1955. First year is 1956 and that came out of the President’s fund 
for Asian economic development, is that right? 

Mr. Rountree. That is correct. 

Mr. Passman. Of the amount, $4.6 million is under development 
assistance. What part of that has actually been expended? 

Mr. Murpuy. The expenditures—I do not have the exact figure— 
but the expenditures are less than $100,000 as of the most recent date. 

Mr. PassMan. Out of the $4.6 million? 

Mr. Murpuy. Yes; this program started late in the year; it is the 
first program. 

Mr. PassMAN. Notwithstanding that fact you are asking for $5 
million for the 1957 program? 

Mr. Murpuy. That is on development assistance. 

Mr. Passman. I am speaking of development assistance. You are 
asking for $5 million for 1957? 

Mr. Murpuy. Yes. 

Mr. Passman. Under technical cooperation the original program 
called for $400,000; it was reduced to $300,000, is that correct? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Of that amount what part has been expended? 

Mr. Murpny. Again, Mr. Chairman, | do not have the exact figure 
but I know it is only a few thousand dollars representing salaries of 
some of our people and that is all. 

Mr. PassmMan. Practically all of it is still intact for future obliga- 
tion? 

Mr. Murpny. That is right. I think our mission director only got 
out there in the month of March so 9 months of the year was gone. 


TECHNICAL COOPERATION 


Mr. Passman. You are requesting $1 million for technical cooper- 
ation for 1956-57? 
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Mr. Murpny. That is right. 

Mr. PassMANn. Would you like to comment on that? 

Mr. Dorsey. I would like to make several very brief points, Mr. 
Chairman. ‘To date I believe no project agreements have been signed 
because this is a very recent program begun late in the year. As Mr. 
Murphy mentioned, our director arrived a few months ago. 

The assistance is largely in the form of technical experts who will 
help the people in the fields of agriculture, transportation, and voca- 
tional education. 

Mr. Passman. You are speaking to the development assistance 
item? 

Mr. Dorsey. I thought we were speaking of technical cooperation. 

Mr. Passman. Yes, but how about the development assistance? 


DEVELOPMENT ASSISTANCE 


Mr. Dorsey. As far as development assistance is concerned, the 
projects are largely in the same three fields: agriculture, vocational 
training, and transportation. The agricultural program, the largest, 
is to assist Ceylon with some equipment for clearing and irrigating 
some 2 million acres in the north central area of the island. If you 
will notice on page 1, this is another country with a very low caloric 
intake, the average is a little over 2,000 calories, made up over 60 per- 
cent of grains. The country, by increasing the acreage of land placed 
into production, would reduce its needs to import rice from abroad. 

Mr. PassMan. So far it is in the planning stage? 

Mr. Dorsey. That is correct. 

Mr. PassMAN. It may be some time yet before we will actually 
firm up the contracts and make the expenditures? 

Mr. Dorsey. That is correct, so we are trying to move as fast as 
we can. 

Mr. Passman. Thank you. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Taser. Did I not see in the paper a couple of months ago that 
since the justification was prepared that Ceylon had gone communistic 
and had overthrown the leader who was friendly to the United States? 

Mr. Rountree. I do not know whether you saw it, but it would 
not be correct by any means to say that Ceylon has gone communistic. 
They did have an election under which the Prime Minister then in 
power was defeated by the opposition under the leadership of Mr. 
Bandananarike. It is true Mr. Bandananarike during the campaign 
and while he was in opposition took a number of positions that ap- 
peared to be far less friendly toward the United States and the West 
than his predecessor. There are no indications, however, that the 
defeat of the Government was brought about by questions of foreign 
policy nearly so much as by questions of domestic politics and domestic 
problems. We think that it is quite likely that the new Government 
will continue to provide a good basis for the continuation of coopera- 
tive efforts with Ceylon. 

Mr. Taser. Are the Communists in Ceylon with a program? 

Mr. Rountree. Communists in the Government? 

Mr. Taser. Are they in Ceylon with a program of assistance? 
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Mr. Rountree. Ceylon does have some trade with the Soviet bloc. 
I think approximately 6 percent of its foreign trade is with Soviet 
bloc countries, primarily Red China. 

Mr. Dorsey. The principal aid that has been given to Ceylon to 
date, has been from Britain, Canada, and other participants in -the 
Colombo plan. That aid is partly in the form of development assist- 
ance and partly in technical assistance. They have also had some 
help from the U. N. They carried out one 6-year plan, from 1948 to 
1954, and have now started on a second plan to try to reduce the 
foreign exchange gap; they need more foreign exchange to purchase 
consumer requirements as well as development equipment from be- 
yond their own borders. 


OBLIGATIONS AND EXPENDITURES 


Mr. Taser. You show in this table that there was four million six 
sent in there this last year. How much of that has actually been obli- 
gated and how much spent? 

Mr. Murray. On the expenditure side only a few thousand dollars 
have been spent. 

Mr. Taser. A few thousand? 

Mr. Murpuy. Yes, sir. On the obligation side the cumulative 
obligations on May 31 were $72,300. 

Mr. Taser. $72,000? 

Mr. Murpuy. Yes, sir. 

Mr. Taper. And $2,000 spent? 

Mr. Murpnuy. That is not an exact figure. I will try to give you 
an exact figure, Mr. Taber. 

Mr. Taser. Does that look as if you were going to get very far 
this year? 

Mr. Murpuy. We will not get very far this year, Mr. Taber. This 
program as we mentioned was only approved and started about 
March. Our country director went out there and he is recruiting 
staff and he is meeting with the Ceylonese about the proposed projects 
to be undertaken and large-scale operations will not get underway 
until well into fiscal 1957. 

Mr. Rountres. May I add, Mr. Taber, that aside from the fact 
that the program got underway very late in the fiscal year, Ceylon 
had elections which resulted in a change of government, and it was 
inevitable that a certain additional amount of delay would be involved 
in working out the program agreements. 

Mr. Murpnry. I have an expenditure figure as of April 30. It is 
$13,295. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


COLOMBO PROGRAM 


Mr. Forp. What is the reaction of the Colombo plan countries 
when they have an election such as the one that took place in Ceylon 
within the last few months as far as their aid program is concerned? 

Mr. Rountret. I do not think the results of the election should 
affect the nature of the Colombo plan operations in Ceylon so long 
as the Ceylonese Government continues, as we certainly expect to 
be the case, to cooperate in the program. 
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Mr. Forp. Would their reaction be that if the present government 
changed policies to a considerable degree that they would in turn 
revise their program? 

Mr. Rountree. I think if the present government or any govern- 
ment should revise its policies in relation to the Colombo plan or the 
bases upon which the plan is implemented, it would require some 
reconsideration in light of the new circumstances then prevailing. 

Mr. Forp. There is no indication that policies are being changed 
substantially which in turn would cause a revision in the Colombo 
program? 

Mr. Rountresz. No, sir. 

Mr. Forp. That is all. 


FOREIGN TRADE 


Mr. Hann. You mentioned their trade program, that about 6 
percent was with the Communist bloc. Where is the rest? 

Mr. Rountree. With the free world. A great deal with the 
British. 

Mr. Hann. A substantial aniount with India? 

Mr. Rountrer. A substantial amount with India. 

Mr. Hann. Where do they get their foodstuffs? They import 
about 50 percent of their requirements, is that correct? 

Mr. Dorsry. I would like first to say that there are two principal 
export products; tea and rubber. 

Mr. Hanp. Where do they get their imports, their food that they 
have to buy? 

Mr. Dorsry. The imports from the United States are very small. 
I have no other figures here at hand, but I would be glad to supply 
it for the record. 

Mr. Hanp. I would be interested to know if they import a great 
<< their foodstuff from India, for example. Confine your answer 
to that. 

Mr. Rountresr. They import, as I understand it, some foodstuffs 
from India but a great deal from Burma and from Communist China 
in return for rubber. 

Mr. Hann. Suppose you give us a little table on that. 

Mr. Rountres. Yes. 

(The information requested is as follows:) 


CEYLON FOREIGN TRADE 


A. Direction of trade—Calendar years 1954 and 1955, January—November 
(Total and leading countries) 


{In thousands of United States dollars] 








cei 
| Exports Imports 





Country or area 

January- January- 

1954 November November 
1955 1955 


360, 082 | 359, 582 | 293, 424 277,172 


United Kingdom , . 103, 903 97, 339 61, 544 58, 200 
China (Communist) 46, 529 22, 814 33, 252 13, 928 
States 24, 584 34, 026 7, 657 8, 845 
13, 627 14, 933 | 40,175 46, 318 
171, 439 | 190, 470 150, 796 149, 881 

| 








486 


B. Principal items in foreign trade 
{In thousands of United States dollars] 
(a) IMPORTS, CALENDAR YEARS 1952-544 AND JANUARY-NOVEMBER 1955 


| | | 





January- 

1952 1953 1954 | November 

| | 1955 
Rice __. poe 5 tepesies bbeet ee _| 69, 032 | 67, 937 | 57, 394 | 42, 158 
Wheat flour_.------ ead aiwektiatehhabe 25, 529 34, 359 | 19, 203 | 16, 398 
Wen Os wal eee tO iow 20, 550 | 17, 570 | 12, 215 13, 343 
Petroleum products oe “a 28, 230 25, 153 | 21, 584 24, 882 
Cotton yarn and manufacturers--_-__......-._--- 26, 221 | 22, 988 | 21, 125 | 20, 880 


od . - acm 











(b) PRINCIPAL EXPORTS, CALENDAR YEARS 1952-54 AND JANUARY-NOVEMBER 1955 


Tea, black. _- a aed ihn 167, 100 173, 269 235, 788 | 230, 462 


Desiccated coconut..........--- ee ae 13, 709 16, 556 13, 913 | 10, 688 
Rubber - i ae ee Lined 78, 335 | 70, 892 | 59, 912 | 66, 292 


Coconut oil. __..--- yi ceaon cau Eo etsase ececenke 27, 948 29, 852 21, 040 | 21, 939 





Source: Ceylon customs returns and U.S. Department of Commerce. 


The United Kingdom is the largest supplier of capital and manufactured con- 
sumer goods for the Ceylonese economy. China and Burma are the largest 
suppliers of rice in normal times and in recent times Thailand, India, and Pakistan 
have also provided rice for Ceylon. In addition, an increasing amount of wheat 
is imported by Ceylon from Australia and the Netherlands. Next to the United 
Kingdom, Switzerland, West Germany, the United States and Belgium supply 
small and variable quantities of manufactured good for Ceylon. 

Generally, Ceylon exports goods to the United Kingdom in greatest quantity— 
mostly tea and rubber. The Communist bloc has not been able to finance any 
significant quantities of Ceylonese rubber imports—in spite of the 5-vear 50,000 
tons per year maximum rice/rubber agreement. The Chinese Communists find 
it difficult to pay, even in rice, for this import. Fifty percent of the Ceylonese 
foreign exchange is earned by export of their plantation products. At the same 
time 50 percent of their food is imported. 

Trade with the United States and India is negligible. 

Mr. Hanp. Do we get much rubber from them presently? 

Mr. Rountree. We do not import major quantities of rubber from 
Ceylon. 

Mr. Hann. Thank you. 

INDIA 


Mr. Passman. Next is India. Under the development assistance 
program for 1956 you got $50 million. You are requesting $70 million 
for 1957, an increase of $20 million. 


UNEXPENDED BALANCES 


What are the unexpended balances of prior programs under develop- 
ment assistance for India? 

Mr. Murpny. As of March 31, Mr. Chairman, the unexpended 
balances on development assistance were $126,980,000. We expect 
they will be down by June 30 to $101 million. 

Mr. PassmMan. $126 million? 

Mr. Murpny. Yes, sir. They will be down to $101 million, 
$101,373,000 by the end of June we expect, which will represent a very 
substantial reduction in the pipeline in India in fiscal year 1956. This 
is reflected partly by the fact that the railroad locomotives and the 
steel which have been financed in prior years’ programs, both of which 
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were very long lead-time items, are finally starting to be delivered 
and paid for. 

Mr. Passman. What is the estimated unexpended balances of 
June 30? 

Mr. Murpuy. $101,373,000 for development assistance. 

Mr. PassmMan. Even after picking up the checks you just referred 
to for the steel you still have $101 million? 

Mr. Murpnuy. $101,373,000. This does not mean the locomotives 
and steel will all be delivered by June 30. 

Mr. PassMan. A good part of it? 

Mr. Murpny. Yes, sir. 

Mr. PassmMan. You will have in the pipeline more than double the 
amount of the scheduled program for 1956? 

Mr. Murpny. Yes, sir. 

Mr. Passman. How can you justify an increase of $20 million 
over the amount requested last year? 

Mr. Murpuy. We expect our expenditures in 1957 again to be very 
high, Mr. Chairman. While we are asking for a program of only 
$70 million, we would expect to spend over $90 million in 1957 leading 
to a further reduction in the pipeline so that we would end fiscal 
year 1957 with $80 million in the pipeline instead of over a hundred 
as we will end fiscal year 1956. 

Mr. Passman. If you should not receive an appropriation for 
India, you could still carry on a program for fiscal 1957 and have 
unexpended balances on hand when you appear before the com- 
mittee next year? 

Mr. Murpny. Yes, sir; we would not expect to spend during 1957 
all the unexpended we have at the end of this year—major part but 
not all. 

Mr. Taner. How much have you spent this year? 

Mr. Murpuy. Our estimated expenditures for the whole year under 
development assistance, Mr. Taber, are $76 million. This compares 
to $47 million during fiscal 1955 and to $90 million estimated for 
fiscal year 1957. 

Mr. Passman. Under the technical cooperation program for 1956 
you had $10 million? 

Mr. Murpny. Yes. 

Mr. Passman. What do you estimate the unexpended balances will 
be on June 30? 

Mr. Murpuy. Under technical cooperation we estimate we would 
have unexpended balances on June 30, 1956, of $18,284,000 after 
having spent during fiscal 1956, $20,400,000. 

Mr. Passman. If you had not had any money appropriated for 
fiscal 1956, you would have been able to carry on a normal program 
and still have unexpended balances? 

Mr. Murpay. Yes, sir; we would have been able to pay our bills. 

Mr. PassmMan. Using just the figures as you just gave them, if you 
had received no money for this particular account, you could have 
carried on a normal program and still have unexpended balances of 
approximately $8 million? 

Mr. Murpuy. The difficulty I have is with your word “normal,” 
because in a normal program you are making new starts at the same 
time as finishing old projects. If we had no new money during fiscal 
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1957 we would be able to pay our bills that had previously been in- 
curred but would not have been able to make new starts. 

Mr. Passman. You have had $10 million programed for 1956? 

Mr. Murpny. Yes. 

Mr. PassMAN. But your estimates now are that you will have 
unexpended in this program $18 million at the end of this fiscal year? 

Mr. Murpny. That is correct. 

Mr. Passman. How can you justify $10 million for the fiscal year 
1957 when we are trying to streamline the program and to cut down 
on our annual expenditures? 

Mr. Murpuy. An acceleration of the expenditures in this country 
is anticipated. In other words, we think with the 1957 program at 
$10 million, that we will spend about $14 million during the fiscal 
year 1957. In other words, the expenditure rate is larger than the 
level of the program because that program has been decreasing in the 
amount for technical cooperation. It has beencoming down. In 
1955, it was $15 million instead of $10 million, so that the larger 
expenditures during the years 1956 and 1957 reflect the obligations 
that were incurred in the fiscal year 1955, and in prior years which were 
larger at that time. 

Mr. PassmMan. But mathematically, you have on hand all of the 
funds appropriated for 1956 and $8 million of the funds appropriated 
for 1955. You will have that amount unexpended on June 30. 

Mr. Murpny. Yes, sir; that is correct. 


FLOOD RELIEF 


Mr. PassMANn. Do you have any balance of the $135,000 appro- 
priated for flood relief in 1955? Has all of that amount been spent? 

Mr. Murpny. We had a balance on March 31 of $26,000 in that 
item of $135,000. 

Mr. PassMan. That would indicate that you requested too much 
at the time because that item would be classed as an emergency item. 
Is not that what it was considered at the time? 

Mr. Murpny. Yes, sir, I believe so. 

Mr. PassMANn. That was 3 years ago, speaking of fiscal years. 

Mr. Murpny. Yes, counting the budget year. 

Mr. PassMAN. While you are requesting funds for fiscal 1957, this 
$135,000 item was an emergency in fiscal 1955, and you still have some 
money unexpended? 

Mr. Murpuy. Yes. 

Mr. Passman. Is it obligated? 

Mr. Murpay. Yes, it is obligated. It is just a matter of not having 
the bills paid. 

Mr. Passman. Those bills are a long time coming in, are they not? 
The work has been accomplished and you have to wait for the bills 
to come in? 

Mr. Murpay. Yes, sir, the work is done and we have to pay the 
bills when they come through to us. 

Mr. Passman. Off the record. 

(Discussion off the record.) 
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LAG IN MAKING EXPENDITURES 


Mr. Denton. On page 341, it gives the projects that are going to 
be embraced in the technical development program in India. Why 
is there a lag of over a year’s time from the time you contract for those 
projects until you pay for them? For example, there is malaria con- 
trol. Why would that take a year from the time you get your author- 
ization before that was paid for? 

Mr. Murpuy. On what page? 

Mr. Denton. Page 341. You also have money for transportation 
projects as well as malaria control. 

Mr. Mourpny. That malaria control would probably not require 
over a year. To the extent that it covered DDT, we would order 
that and have it delivered and paid for. If there is any spraying 
equipment involved, that might run over a year from the time the 
contracts are made until it is delivered. 

Mr. Denton. That probably was the case when deliveries were 
slow in this country and also over the world, but now you are getting 
deliveries very promptly, are you not? 

Mr. Mureny. On DDT, there is quite a backlog of orders at. the 
moment. There is over a year’s delay on DDT if you order it now. 

Mr. Denton. You can get delivery on rails and locomotives 
promptly, can you not? 

Mr. Murpny. I just mentioned to the chairman that we are just 
receiving locomotives in India which were ordered in the fiscal year 
1954. It has taken 2 years to get them. 

Mr. Taser. Why did it take the Indians a year and a half to 
determine the specifications for them if they wanted them so badly? 

Mr. Murpuy. Unquestionably, Mr. Taber, there were a lot of 
complications in connection with the specifications. 

Mr. Taser. I happen to know about that. 

Mr. Murpny. In order to make them so that we could get worldwide 
bidding, we had to do a lot of work with the Indians because of their 
being used to British equipment and writing up specifications for this 
equipment 

Mr. Denton. The cause of the delay in India was in the Govern- 
ment furnishing estithates? 

Mr. Murpny. Yes, sir. 

Mr. Denton. Do you think you will have that problem in the 
future? 

Mr. Murpuy. If they ordered more locomotives, no; but I think if 
some other type of equipment came up, we might have difficulties on 
it if the specifications came from the Indians. 

Mr. Denton. Would you have that trouble on grain storage and 
on power projects? 

Mr. Murpuy. On power projects we might have, but on grain 
storage, no. 

Mr. Denton. You will be able to cut down on the lead time re- 
quired? 

Mr. Murpnuy. We are doing that very well. In 1956, Mr. Denton, 
we will reduce the pipelines to India about $37 million. 

Mr. Denton. So there will not be need to increase this sum if you 
can cut down the lead time for technical developments in this country? 
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Mr. Murruy. No, I do not think that necessarily follows, Mr. 
Denton. 

Mr. Denton. If you are cutting down on the lead time, what 
conceivable excuse is there for increasing the amount of money in 
that fund by about 40 percent? 

Mr. Murpuy. In order to increase the total amount of all the 
assistance. 

DEVELOPMENT ASSISTANCE 


Mr. Denton. You want to increase the assistance a little more? 

Mr. Murpny. Yes, by $20 million in development assistance. 

Mr. Denton. That is only to expand the program? 

Mr. Murpuy. No; because we believe that is an amount that could 
be very effectively used in relation to India’s 5-year plan. 

Mr. Denton. Last year this committee cut the amount you re- 
quested how much? 

Mr. Murpuy. The request was for $70 million and we were cut 
$10 million by the House and another $10 million by the Senate. 

Mr. Denton. And this year, you are asking for an increase of $20 
million? 

Mr. Murpny. Yes, sir. 

Mr. Denton. And last year the Senate reduced the amount that 
we appropriated? 

Mr. Murpny. Yes, sir; we hope that next year you will not cut it. 

Mr. Dorsny. I might say, in this connection, that India’s great 
problem, as you know, is their foreign exchange gap, which they ex- 
pect now will total some $2.2 to $2.4 billion. They hope that a con- 
siderable percentage of that amount will be made up from external 
sources including the Colombo plan organization. 

Mr. Denton. That foreign aid on the exchange problem is more of 
a problem than on the development assistance program? 

Mr. Dorsry. That is one component in their development pro- 
gram. They need a great deal of equipment. 

Mr. Denton. India is so big. Does this program of ours seem to 
materially aid her in her development? 

Mr. Dorsry. There still is a very sizable gap that would remain 
to be filled. 

Mr. Denton. I think that is all. 

Mr. Tasur. Just what is this $70 million for? 

Mr. Dorsry. Mr. Taber, may I refer you, sir, to page 45 in volume 
Ill? 

Mr. Taser. To page 45? 

Mr. Dorsry. As you will note there, this is a program consistin 
approximately of one-half of imports of agricultural items, in goo 
part bread grains, the balance in cotton, dairy products, and fats and 
oils. 

The other half of the program is made up of industrial imports, of 
which the principal items are unfinished and finished products, includ- 
ing steel, machinery, and vehicles. 

These imports are sold, in the case of the commodities, and the local 
currency proceeds are used to help to carry out the program. Other 
imports are for use in their development program directly. 

At this point I would like to point out the fact that, in fiscal year 
1955 and in the current year’s programs, 75 percent of the develop- 
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ment assistance component was financed through loans, or rather, was 
provided on a loan basis. That was the highest percentage figure in 
any country program. - 

Mr. Taner. I think that is all I have. 


HEALTH CONDITIONS 


Mr. Fenton. I notice that the life expectancy is very low in India. 
It is 32 years of age. Are there any particular reasons for that outside 
of the low caloric intake? 

Mr. Rountree. I| think it is a combination of a number of factors, 
Doctor. The principal factor is the low caloric intake, secondly, the 
prevalence of disease, and thirdly, the climate itself. 

Mr. Fenron. What diseases are prevalent there? 

Mr. Rountree. Tuberculosis, ere dysentary, and typhoid, I 
would say, are the principal ones 

Mr. Gary. The sanitation is very, very bad there. 

Mr. Rounrrer. Yes; it is extremely bad. 

Mr. Fenton. What is the World Health Organization doing about 
it, or the: United Nations? ‘They have been in existence long enough 
to have done something toward helping that situation. 

Mr. Rountrer. The World Health Organization has been very 
much involved in the malaria control program, which was undertaken 
as a joint project between the World Health Organization, the Govern- 
ment of India and ourselves. I understant that it has been a highly 
successful program. WHO has also done a great deal of work in the 
control of tuberculosis. 

Mr. Fenton. And malaria? 

Mr. Rountrresn. Yes. There are also other projects in which they 
have been interested, but I think these two are the principal areas in 
which they have helped. 


FISCAL SITUATION IN INDIA 


Mr. Fenron. Referring to finances; their revenues were $1,372 
million and their expenditures are itemized for defense and capital 
outlay. Then you have another item under expenditures “Other 
nondefense.” Just what do you mean by that? That is on page 
337. 

Mr. Dorsey. I think that is, in large part, governmental operations. 
A considerable part of their industrial program is under the Govern- 
ment sector and I think this item includes loans and advances to 
states for capital outlay in further developing their economies. It 
includes other government operating expenses, I am informed. 

Mr. Fenton. Of course, that is the item that brings their deficit 
rate into focus there. 

Mr. Dorsry. As you can see, though, Doctor, actually that item 
is somewhat misleading, inasmuch as it does include loans and ad- 
vances to the States for capital outlays. It is really, partially, a 
capital outlay item, too, and, therefore, reflects the 5-year plan. 

Mr. Fenron. I did not know. That is why I am asking about that 
figure as there ought to be some explanation. 

Then, as I understand it, it is advances given to the various states? 

Mr. Dorsey. Yes, sir, that is correct. 
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(The following information was supplied subsequently :) 


Explanation of item: “Other nondefense’’—India 
[Millions of dollars; fiscal year 1956] 
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Mr. Fenton. That is all, Mr. Chairman. 
LOCAL CURRENCIES AVAILABLE IN 1957 AND 1958 


Mr. Forp. Could you amplify the situation appearing on pages 
I1I-39 and ITI-46? 

As I see those figures on page I[I—46, in the fiscal year 1957, you 
will have $65,500,000 available in local currency. $30 million of 
that will be financed by sales of agricultural commodities in the fiscal 
year 1957. Where are we going to get the remainder in the fiscal 
year 1957? 

Mr. Murpuy. The other $13,500,000 that is shown with that $30 
million would come from the $40 million worth of industrial imports 
shown at the bottom of page III-45. The $30 million, you see, com- 
pares with the agricultural commodities and $13,500,000 of the $40 
million for industrial imports would also be expected to generate 
local currency. 

Mr. Forp. That makes a total of agricultural and industrial of 
$43,500,000. 

Mr. Murpny. Yes, sir; that is correct. 

Mr. Forp. Where do you get the remainder of it to come up to 
$65,500,000? 

Mr. Murpuy. $10 million is expected to be on hand on June 30 from 
the fiscal year 1956 and prior programs, and there is still estimated to 
be $12 million that will be deposited after June 30 from the fiscal 
year 1956 and prior programs. 

Mr. Forp. Both agricultural and industrial? 

Mr. Murpny. Yes, sir; for a total of $22 million from programs 
which are already underway, which, when added to the $43,500,000 
for the fiscal year 1957 would give $65,500,000 total. 

Mr. Forv. The $65,500,000 is usable against the $70 million? 

Mr. Murpuy. Well, in part, it is the $70 million. You see, the 
$43,500,000 is already out of the 1957 fiscal year program of $70 
million. 

Mr. Forp. Then the real difference of cash money, outside of the 
agricultural and the industrial, is the difference between 43.5 million 
and $70 million plus $10 million? 

Mr. Murpny. I am not quite sure that I follow you, Mr. Ford. 

Mr. Forp. I am not quite sure that I follow the book. 

Mr. Murpuy. Out of the $70 million which would be in the form 
of commodities, as shown on page III-45, it is expected, during fiscal 
year 1957, that there will be $43,500,000 worth of rupees made avail- 
able, which, when added to the prior year’s accumulations which they 
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expect to have on hand, or which are due at the end of this year, 
will give a total of $65,500,000 equivalent in rupees which will be 
available during fiscal year 1957 for use in India. 

You may wonder why the difference between the $43,500,000 and 
the $70 million. 

Mr. Forp. Yes, that is one question. 

Mr. Murpny. The difference will be because of expenses for com- 
modities for use on projects and for services which will not generate 
local currencies. Some of the local currency may not actually be 
deposited by June 30, 1957, or if deposited, not used. 

Mr. Forp. Just as you have the $22 million carried over from 1956? 

Mr. Murpuy. The fast-moving items, like surplus agricultural com- 
modities, will probably not only be delivered but might be paid for in 
the fiscal year 1957, and the $13,500,000 will be the amount of the 
industrial imports that we expect to generate local currency from in 
the fiscal year 1957 program. 

Mr. Forp. At the end of the fiscal year 1957, if all of this program 
materializes, what do you think you will have coming in rupees in 
the fiscal year 1958 and subsequent years? 

Mr. Murpuy. We would have about $43.5 million worth in the 
fiscal year 1958 and in subsequent years. On this table on page 46, 
there is $43,500,000 and the $22 million we expect to use for the 
fiscal year 1957. These amounts would all be applied to development 
projects in India. 

Mr. Forp. Would you anticipate that they, in turn, would be 
obligated in subsequent fiscal years for such programs as the Congress 
approves? We have no way of recapturing those funds, do we? 

Mr. Murpuy. No, sir; except for the agricultural commodity pro- 
ceeds which will actually be owned by the Indian Government, and 
those proceeds we will take title of first in no-year local currency ac- 
counts and program them out for supplementing the Indian resources 
on various development projects in India. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Hanp. When did we commence any sort of an aid program to 
India, in what fiscal year? 

Mr. Murpny. In the fiscal year 1951, I believe, sir. 


EXPORTS AND IMPORTS OF INDIA 


Mr. Hanp. I am interested in these export-import figures which 
the book shows. 

It shows in 1952 the year after our aid program started or about the 
same time it would have been effective, that India exported to the 
United States some $272 million worth of goods, and that figure con- 
tinues for 1953, 1954, and 1955 fairly steadily, so that in 1955, the 
estimate is $220 million of exports from India to us. 

On the other hand the import figures show that the Indians imported 
from the United States in 1952, when the imports were at the high 
point, $381 million. They sunk, in 1953, to $153 million, less than 
half, and finally recovered in 1955, to an estimated $185 million, 
which is very substantially less than the amount in 1952. 

My question is: In your judgment is there any significant reason 
for the fact that the amount of goods that the Indians have bought 
from us has declined materially since this aid program came up? 
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Mr. Murpny. I think, sir, the 1952 figure reflects the Indian 
emergency wheat program of some $100 million, as I recall it. It 
was voted by the Congress and undertaken in 1952 as a famine 
relief measure, and it, therefore, is not under any circumstances to be 
considered a normal year for imports from, the United States. All of 
that wheat was in that period. I would like to check my figures on 
that. Iam not sure it was $100 million. 

Mr. Hanp. It was 100 million bushels, I think. 

Mr. Murpuy. It was closer to $200 million. It was $190 million. 

Mr. Hanp. $190 million? 

Mr. Murpny. Yes. If you take that out of the $380 million, it 
would account for the difference. 

Mr. Hanno. Are you certain that accounts for the situation? 

Mr. Murpuy. Yes, I am quite certain. Mr. Lathram tells me the 
figure was $190 million. 

Mr. Hann. Are you certain that was included in these export 
figures? 

Mr. Murpuy. I will check up to be absolutely certain, but I am 
pretty sure that is the figure. 

Mr. Hanp. Then the answer made today, subject to any correction 
which you might make later, is that the real trade between India and 
the United States has remained fairly steady, except for that special 
wheat program, is that correct? 

Mr. Murpny. Yes, sir. 

Mr. Hanp. That is all, Mr. Chairman; thank you. 


PURPOSE OF DEVELOPMENT ASSISTANCE 


Mr. WieGLeswortH. What is the basis for the $70 million figure for 
development assistance? 
FIVE-YEAR PLANS 


Mr. Dorsry. Mr. Wigglesworth, the purpose of the assistance is to 
help the Indians close the dollar gap which exists in their economy. 
India’s economy is currently strained by the requirements of the 
second 5-year plan. The second plan emphasizes increasing indus- 
trial production and mineral production in contrast to the first 5-year 
plan which emphasized improvement in agricultural conditions. 

That first 5-year plan resulted in an increase in the national total 
income of 18 percent; and of the agricultural production by 19 percent. 
They brought some 17 million additional acres of land under irrigation, 
which certainly is a means of reducing the danger of famine that has 
always plagued that country. 

In this new second 5-year plan they hope to create new employ- 
ment for some 12 million of their people. There is a continuous under- 
employment situation in India. Three-fourths of the additional em- 
ployment created would be in private enterprise. They hope, as a 
result of that program to increase their national income 25 percent. 

In any event, there will be need for a large amount of foreign ex- 
change. Our program is an indication of our desire to maintain an 
independent India with a democratic government which can prove to 
its people that it can achieve real economic progress by democratic 
means without turning to the totalitarian methods of the Communists. 
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Mr. WiaaiesworrH. The second 5-year plan calls for about $14 
billion over a 5-year period. 

Mr. Dorsry. That is correct, sir. 

Mr. Wiae_eswortH. With a contemplated deficit in foreign ex- 
change of $400 million a year, or something like that. 

Mr. Dorsry. A little more than that. I think the total gap is 
slightly in excess of that amount. 

Mr. Wiacieswortu. In excess of $400 million a year? 

Mr. Dorsry. Yes, slightly more than that, according to mv 
understanding. 

Mr. WiceLeswortH. On page 43 of volume III where you break 
down the $70 million figure, I see the largest item is $43,500,000 for 
the importing salable commodities. 

Mr. Dorsey. Yes, sir. 


LOCAL CURRENCY TO BE USED FOR NONMILITARY ACTIVITIES 


Mr. WiecieswortuH. And the local currencies generated are to be 
used for nonmilitary activities. What nonmilitary activities would 
that have in mind? 

Mr. Dorsry. Mr. Wigglesworth, I might refer you, sir, to this proj- 
ect book again, and on pages 97 to 104, there is a rather detailed 
account of these projects. 

Mr. WieeLeswortuH. On page 97? 

Mr. Dorsey. It starts on page 95, going through to page 104. 
You will find there a full account of the projects that are being carried 
out. The local currency expenditures are confined, however, to 
pages 95 through 97. 

Mr. Wice.eswortu. Is this all supposed to be secret? 

Mr. Dorsry. No, sir; this is not restricted, Mr. Wigglesworth. 
The local currency costs, project by project, are in the ‘Tight -hand 
column. 

Mr. WicGieswortn. That includes fisheries? 

Mr. Dorsey. Yes; beginning with agriculture and natural resources 
and continuing through industry, mining, and transportation. 

Mr. Wiactesworrn. It includes fishe ‘ries, rural electrification, 
electric power, and flood-control projects. 

Mr. Dorsry. And expansion of the mining industry and expansion 
of steel manufacturing. 

Mr. WiceieswortnH. Railroad shop, foundry, roads, road con- 
struction, maintenance of ports and harbors, and military control. 
I do not know what that next one is. 

Mr. Dorsry. That is a project to reduce filariasis. There is no 
local currency in the last three items. 

Mr. WicGLeswortH. And water supply and sanitation, which are 
all part of this 5-year program, I take it? 

Mr. Dorsey. That is correct, sir. 

Mr. Wiccieswortu. I believe that is all, Mr. Chairman. 
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NEPAL 
Mr. Passman. The next country is Nepal. 
DEVELOPMENT ASSISTANCE 


For development assistance, your program for the fiscal year 1956 
called for $1 million and you are asking for the same amount for the 
fiscal year 1957; is that correct? 

Mr. Murpuy. That is correct, Mr. Chairman. 

Mr. Passman. Under the 1956 program, what is the estimated 
unexpended balance as of June 30? 

Mr. Murpny. We expect to have $952,000 on June 30. 

Mr. PassmMan. Of the $1 million for 1956, you spent $42,000? 

Mr. Murpnuy. Approximately; yes, sir. This, of course, is the 
first year of development assistance. 

Mr. PassmMan. Yes; I understand that. 


TECHNICAL COOPERATION 


For technical cooperation, you had $1 million in 1956, and you are 
asking for the same amount for the fiscal year 1957. 

What is the estimated unexpended balance on that item as of 
June 30? 

Mr. Murpuy. The figure I have here is cumulative, so it does not 
reflect just this $1 million. 

Mr. PassmMan. Let us pick out $758,000 and $1 million for 1956. 
That is $1,758,000. 

Mr. Murpuy. It goes beyond that, too, as there were programs in 
prior years. 

Mr. Passman. Give it to us as you have it. 

Mr. Murpuy. We ended last year with $781,000 in unliquidated 
obligations. 

Mr. PassmMan. How much? 

Mr. Murpuy. $781,000 in unexpended obligations. 

Mr. PassMan. Yes. 

Mr. Murpuy. We had a program of $1 million this year, which 
made a total available for expenditure of $1,781,000. 

Mr. Passman. That is rigbt. 

Mr. Murpuy. Our expenditures for the year are estimated at 
$850,000, which would leave us at the end of the year with $931,000 
unexpended. 

Mr. Passman. Which is almost as much as the 1956 program. 

Mr. Murpuy. Approximately a year’s program; yes, sir. 

Mr. PassMAN. For the development assistance program, inasmuch 
as the estimated expenditures on June 30 will only be $42,000, and 
including the unexpended balance of $958,000, how can you justify 
a request for $1 million for the fiscal year 1957? 

Mr. Dorsry. Mr. Chairman, we have a limited program here; we 
are building an access road into the Rapti Valley. If you will turn 
to page 48, where there is a map of Nepal, you will see, farthest down 
on the right side, the Rapti River indicated. This is an extremely 
remote country, as you know, sir. We have been slower than we 
wished we had been in getting people and material in there, but we 
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are concerned lest the Nepalis bite off too much. We will endeavor 
to carry on a sound program without moving too far too fast. 

Mr. PassMan. That is what 1 was thinking. It appeared to me 
that a program of $1 million in addition to the very large balance on 
hand may be excessive. 

Mr. Dorsey. Well, the combination of the 2-year program would 
pretty well put that access road in from the capital down to that 
remote part of the country. 

Mr. PassMan. Is that road still in the planning stage? 

Mr. Dorsey. It is, I believe, being undertaken now. 

Mr. PassMAN. Some work has started? 

Mr. Dorsey. Yes, sir; some work is being done on it. 


PAKISTAN 


. Passman. The next country is Pakistan. 


MILITARY ASSISTANCE PROGRAM 


The first item will be military assistance. I believe these figures 
are confidential? 

Colonel Critz. That is correct, Mr. Chairman. 

Mr. Passman. The amount of the request for the fiscal year 1957 
is about two and a quarter times the amount that you had for the 
program in 1956. 

Do you have a brief general statement, Colonel, that you would 
like to make on this? 

Colonel Crirz. I do, Mr. Chairman. 

Pakistan is in the area we previously discussed, the Middle East. 
We consider it more or less as in the Middle East area, in that it is a 
member of the Baghada Pact. We consider it a very important 
country from the point of view of our ability to assist the armed 
forces. 

Our desire, as far as Pakistan is concerned, is to improve the capa- 
bility of their armed forces. 

The program is only 2 years old and we are just now getting into 
full swing as far as deliveries are concerned. We are modernizing 
the armed forces. 

Mr. Passman. I might say, Colonel, that a small committee, con- 
sisting of several members of this committee, visited Pakistan last 
year. We were very much impressed with the progress you are mak- 
ing there. You have a very alert general there, and he seems to know 
what he is doing. We were very much impressed with the progress 
being made. 

I might say, also, that it is one country which we visited where 
they went to great extremes to try to understand the purpose of our 
visit and to give us all of the information they possibly could. We 
were impressed with the people and with the strides that had been 
made to develop this country. We were very much impressed with 
the overall program. 

Mr. Gary. It looks like they are helping themselves pretty well. 
They are putting 42.9 percent of their total expenditures in defense. 
They put in 53.5 percent in 1954, 36.3 percent in 1955 and 31.6 per- 
cent in 1956. They are putting more than 4 percent of their gross 








498 


national product into defense. That record compares favorably 
with the other nations. 5 

Mr. Passman. Of course, they commented about what they referred 
to as the small amount of aid that they were getting from this country, 
but when you refer to these figures here, it appears to be a rather sub- 
stantial amount. 

Colonel Critrz. Yes, sir. 

Mr. Passmax. On the military assistance program for Pakistan, 
what are the unexpended balances as of June 30? Off the record. 

(Discussion off the record.) 

Mr. PassMan. What part of that amount is in reservations? 

(Discussion off the record.) 

Mr. PassMan. What is the amount of the estimated unexpended 
balance as of June 30 expressed as a percentage, and percentagewise, 
what part would be in reservations and what part would be in firm 
obligations? 

Colonel Critz. A rough approximation is that approximately 96 
percent would be in rese rvations, and 4 percent in firm obligations. 

Mr. Passman. Thank.you, sir. 


TECHNICAL COOPERATION 


Mr. Passman. For technical cooperation, you are asking for $9 
million for the fiscal year 1957, which is $300,000 more than you had 
in the program for the fiscal year 1956. 

Mr. Murpny. Yes, sir; that is correct. 

Mr. Passman. Of the amount accumulated since you have had a 
program in this country, what do you estimate will be unexpended as 
of June 30? 

Mr. Murruy. Would you like it for both defense support and for 
technical cooperation? 

Mr. PassmMan. Yes. 

Mr. Murpuy. $95 million on June 30, 1956, will be unexpended 
under defense support. 

Mr. Passman. That is more than you had in the program for 1956. 

Mr. Murpuy. Yes, sir. 

Mr. Passman. All right. 

Mr. Mureuy. Under technical cooperation, the unexpended bal- 
ance is $8,655,000 estimated. 

Mr. Passman. The estimated unexpended balance on June 30 is 
approximately the amount you had in the 1956 program? 

Mr. Murpuy. That is correct, sir. 

Mr. PassmMan. On that basis, why do you ask for an increase for the 
program for 1957? 

Mr. Murpuy. Mr. Dorsey will have to answer any questions on 
technical cooperation. 

Mr. Passman. Mr. Dorsey, do you have any comment on that? 

Mr. Dorsry. I would simply like to say that a considerable 
amount of our technical cooperation work in Pakistan is carried out 
on a contract basis. In the field of education, for instance, the 


United States is financing contracts with five American colleges to 


assist a similar number of leading Pakistani universities and colleges 


to build up their agricultural and other technical schools, to equip 


their laboratories, and to revise their curricula and teaching methods. 
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In the field of transportation the Pan American Airlines is carrying 
out a contract to help to improve air operation and maintenance. 
These are all continuing contracts. As you know, projects on a 
contract basis involve some lag between obligations and expenditures 
of funds. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


FLOOD RELIEF 


Mr. PassmMan. You had $1.6 million for flood relief for 1955. Do 
you have any record indicating how much of that money has been 
expended? 

Mr. Murpny. Yes, sir. On that item for Nepal at the end of 
March there was unexpended $509,000. 

Mr. Passman. About one-third? 

Mr. Murpuy. Yes. 

Mr. PassMan. Has the work been accomplished? 

Mr. Murpuy. Yes; I believe that program has been substantially 
completed. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Taser. How much of the material that goes to Pakistan is 
actually used effectively? 

Colonel Crirz. Militarily we believe the Pakistan armed forces, 
though small, are very effective. 

Mr. Taper. How about the other material? 

Mr. Murpuy. On the nonmilitary side, we believe, sir, it is substan- 
tially used effectively. I have no evidence to the contrary at the 
moment. We are constantly watching this. 


SCRAP IRON 


Mr. Taser. I cannot give you anything up to date, but I have in 
my hands a communication from one of the former employees to the 
acting director at Karachi dated May 10, 1955, indicating a pretty 
loose way of doing business. This was written from Lahore, Pakistan, 
dated May 10, 1955. I will read a couple paragraphs because they 
give a pretty discouraging picture: 

In my reports to the Director USOM-P and various railway officials, I have 
reported the finding of a vast amount of material, including scrap, being held by 
railway and other departments of the Government. I have also seen much being 
held by private dealers. I found many thousands of tons of scrap, new steel, and 
many millions of dollars of other equipment and material and machinery that had 
been on hand since my arrival 23 months ago. A great deal of this material has 
been on hand since partitioning and much from 15 to 30 months. I have seen 
many idle evacuee plants being allowed to deteriorate. No attempt has been 
made to preserve the buildings or the equipment. Many of the buildings are 
falling in and the equipment is being exposed to the weather, to rust and ruin. 


This thing goes on for 8 or 10 pages. This man was in to see me 
and I talked to him. He seemed to be absolutely sincere. 

Mr. Dorsry. I would be happy to reply in some detail. 

Mr. Taser. There are all sorts of things in this letter. I have 
only scratched the surface, because I do not want to use 2 or 3 hours 
for questions, but I am very much disturbed by it. 
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Mr. PassMaAn. Off the record. 

(Discussion off the record.) 

Mr. Dorsry. May I say just one thing, Mr. Chairman. We were 
naturally concerned about this gentleman’s report and—— 

Mr. Passman. Then you are familiar with it? 

Mr. Dorsey. We are familiar with it. We made a very detailed 
investigation regarding it. I would make reference to an Armour 
Research report, An Evaluation of the Steel Industries of Pakistan 
With Recommendations, written for the Office of International Trade, 
United States Department of Commerce, and dated October 15, 1953, 
in which there was a very careful observation that there were factors 
which were not included in the gentleman’s estimate of the situation. 

I would be very glad to file for Mr. Taber the information we have 
in respect to it. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. I think this matter is important enough that we 
should consume a little more time and go into a little more detail and 
possibly disprove certain parts of this gentleman’s report. I think 
dates would be important. 

Mr. Taper. I have 2 letters, 1 is dated in October 1955, written to 
Senator Stennis, and the other 1 is written to James Baird, dated 
May 10, 1955. On May 10, 1955, he was in Pakistan. At the 
October 1955 date he was in Washington. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Dorsry. May I proceed with the information I have here? 

Mr. Passman. Yes. 

Mr. Dorsry. The information I have here is somewhat limited but 
I would be very glad to supplement that. 

Mr. PassMAn. Please do so. 

Mr. Dorsry. As I understand, throughout his stay in Pakistan, 
the gentleman whom Mr. Taber has mentioned, was very critical 
about the utilization of scrap iron. He reported several instances of 
waste which were investigated by other United States technicians 
and were found to be invalid due to a lack of knowledge of pertinent 
facts. In one such case he reported railroad boiler flues as being 
scrapped by the railways which, according to him, was not justified. 
Further mission investigation indicated that the railroads were correct 
in scrapping the boiler flues. 

Mission personnel who have occasion to have some knowledge 
concerning the scrap situation believe that scrap is actually quite 
scarce in Pakistan. The cottage industries’ demand for scrap is 
continuously increasing. Even during the gentleman’s stay in 
Pakistan, the scrap situation was evaluated at the same time quite 
differently by S. Frederick Magis, steel technologist of the interna- 
tional department of Armour Research Foundation of Illinois Institute 
of Technology, who was operating under contract with the United 
States Department of Commerce. Reference is made again to the 
Armour Research (project No. 013-7) An Evaluation of the Steel 
Industries of Pakistan with Recommendations, final report. In this 
report, Mr. Magis includes the following paragraph concerning scrap: 


A solution to the scrap problem was requested by the Department of Supply and 
Development. Scrap inspections were made in the Karachi and Lahore areas. 
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Since no ample rerollable scrap is available, suggestions were made to investigate 
the possibilities of importing inspected scrap that could be rolled economically 
to specifications * *, The import of additional scrap was recommended 
as one measure of economy, and which will eventually be necessary to continue 
the melting operations * * 


Mr. I. I. Khatri, is in charge of Engineering, Department of 
Supply and Development, the GOP official responsible for scrap utili- 
zation, indicated in a conference on April 9, 1956, that there was a 
very small amount of scrap available in Pakistan for the use of cottage 
industries and also for Steel and General Mills and Batala Engineering 
Co. in Lahore. 

According to the mission’s most recent observations of the scrap 
situation at Karachi docks, scrap is not going to waste but rather is 
presently nen employed in the sizable expansion of port facilities now 
in progress his scrap is being used for reinforcing. 

With regard to scrap in Lahore, both for Steel and General Mills 
and Batala Engineering Co. are utilizing scrap as fast as it can be 
sorted. Both these companies are very large manufacturers. 

As indicated in the Armour report mentioned above, much of the 
scrap is of such poor quality that it has extremely limited use and it is 
necessary to import other types of steel. 

That is all I have here, but I will be glad to supplement that. 

Mr. Passman. I believe the man was sincere and trying to be help- 
ful. 

Mr. Dorsny. We are glad to get reports which will enable us to 
improve our operations wherever they are. 

Mr. PassMan. If there is any additional information you can furnish 


that would be helpful to the committee, I wish you would furnish it. 
Mr. Dorsey. I shall be glad to do so. 
(The information referred to is as follows:) 


PAKISTAN 
SCRAP IRON INQUIRY 


The technician, referred to in the testimony, was sent to Pakistan originally to 
work with the technical cooperation program. His assignment was to assist the 
Government of Pakistan in development of a railway stores project. The Gov- 
ernment of Pakistan had requested assistance alcng this line because they had 
felt the need for a better system of accounting and controlling the use of materials 
owned by the railways. He was hired with the assistance of the Bureau of Foreign 
Commerce, United States Department of Commerce. He returned from Pakistan 
in 1955 and since that time has described his views regarding scrap steel in Pakistan 
to a wide variety of persons. This agency has been at some pains to check his 
statements since they are serious and, if true, would mean that significant oppor- 
tunities to assist the development of Pakistan’s economy are being missed. 

There follows the statement of the United States operations mission in Karachi 
which replies to questions raised on this subject: 

Throughout the technician’s tenure in Pakistan he was very critical about 
scrap iron that was not being utilized. Several instances of waste reported by 
him were investigated by other United States technicians and were found to be 
invalid due to lack of knowledge of pertinent facts. In one such case, he reported 
railroad boiler flues as being scrapped by the railway which, according to him, 
was not justified. Further mission investigation indicated that the railroads 
were correct in scrapping the boiler flues. 

Mission personnel who have occasion to have some knowledge concerning the 
scrap situation believes that scrap is actually quite scarce in Pakistan. Cottage 
industries’ demand for scrap is continuously increasing. Even during the tech- 
nician’s stay in Pakistan the scrap situation was evaluated at the same time quite 
differently by S. Frederick Magis, steel technologist of the international depart- 
ment of Armour Research Foundation of Illinois Institute of Technology, under 








502 


contract with the United States Department of Commerce. Reference is made 
to Armour Research (project No. I 013-7) An Evaluation of the Steel Industries 
of Pakistan with Recommendations, final report, written for the Office of Inter- 
national Trade, United States Department of Commerce and dated October 15, 
1953. In this report Magis includes the following paragraph concerning scrap: 


“Page 7 
“Scrap 

“‘A solution to the scrap problem was requested by the department of supply 
and development. Scrap inspections were made in the Karachi and Lahore 
areas. Since no ample rerollable scrap is available, suggestions were made to 
investigate the possibilities of importing inspected scrap that could be rolled 
economically to specifications * * *. The import of additional scrap was recom- 
mended as one measure of economy, and which will eventually be necessary to 
continue the melting operations * * *. 

“Mr. I. I. Khatri, director, in charge of engineering, Department of Supply 
and Development, the Government of Pakistan official responsible for scrap 
utilization has indicated in a conference with him on April 9, 1956, that there 
was very small amount of scrap available in Pakistan for the use of cottage indus- 
tries and also for Steel & General Mills and Batala Engineering Co. in Lahore. 

“According to mission’s most recent observations of the serap situation at 
Karachi docks, scrap is not going to waste but rather is presently being employed 
in the sizable expansion of port facilities now in progress. This scrap is being used 
for reinforcing. 

“With regard to serap in Lahore, both Steel & General Mills and Batala Engi- 
gineering Co. are utilizing scrap as fast as it can be sorted. Both these companies 
are very large manufacturers. The first is run by North Western Railway and the 
latter, a long-established firm, is the largest machine-tool company in Pakistan. 
The Steel & General Mills is using reclaimed scrap for making billets for rerolling 
into various parts stock to provide materials for their freight-car building program 
and other uses on the railroad. Batala Engineering Co. rerolls the serap.that, it 
melts both for their own use and for supply to other industries. ; 

‘‘As indicated in the Armour report mentioned above, much of the scrap is of 
such poor quality that it has extremely limited use and it is necessary to import 
other types of steel.’’ 

With regard to the corrugated-iron building which you indicate is known to 
another of our technicians, it is believed that this refers to the dirigible hangar 
adjacent to Karachi Airport. This is the sizable structure constructed by the 
German Government as a halfway around the world landing mark for the Graf 
Zeppelin. The hangar has become the property of the Government of Pakistan 
and is now being used for storage of aircraft parts and other Government mate- 
rials. A portion of the building is also used for servicing aircrafts. Alternative 
uses of the hangar have been investigated but found to be infeasible. The Gov- 
ernment has also investigated dismantling of the hangar for use as scrap, but found 
it to be uneconomical. 


Mr. Taser. I do not think I will go any further at the moment 
with the thing. I thought I would call your attention to it. Maybe 
we ought to have the fellow up here with his pictures. 

Mr. Passman. He is waiting for an invitation. He is even willing 
to come up at his own expense. 

Mr. Taser. I think that is as far as I care to go right now. 

Mr. WicGLeswortu. From the military standpoint, how many 
divisions can Pakistan put in the field if they get the necessary equip- 
ment? . 

Colonel Crirz. At the present time—this is off the record. 

(Discussion off the record.) 


MILITARY FORCES 


Mr. WicGteswortu. You consider, I take it, that these divisions 
are highly efficient and dependable as allies. 
Colonel Crirz. Yes, sir. 
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(Statement off the record.) 

Mr. WiceteswortH. I am advised that it costs about $900 to 
maintain a soldier during his first year and about $450 in his second 
year in Pakistan. Are these figures correct? 

(Statement off the record.) 

Mr. Wiae.teswortH. What is the cost per soldier in the United 
States for comparative purposes? 

Colonel Crirz. The average cost of maintaining a United States 
serviceman during the fiscal year is about $6,600. 

Mr. Wiacieswortu. I[ notice on page 60—A of volume III that in 
terms of program we have accomplished ————, and that there is 
still to be eee: in the 1950-56 program, 

Colonel Crirz. That is correct. 


UNITED STATES MILITARY ASSISTANCE TO PAKISTAN 


Mi. WiecLeswortH. When I was in Pakistan last autumn there 
was a very considerable feeling expressed in high places to the effect 
that we had to date fallen down very much in terms of what were 
understood to be our military commitments. Has that situation 
been straightened out? 

Colonel Critrz. We had the same report, and we are rapidly correct- 
ing that situation. We are at the point in the Air Force, where we 
are prepared to deliver equipment in accordance with their own 
desire, in other words, to meet their capabilities. We are at the 
pre sent slightly in arrears in deliveries to the Army. We are making 
every effort. to bring them into phase with their requirements. 

Mr. Wice.teswortn. I am glad to hear that because a situation 
such as prevailed in the autumn can only create ill will in addition 
to the lack of military strength which we hope to develop there. 

Colonel Critz. That is correct, sir. 


EVALUATION OF NONMILITARY PROGRAM 


Mr. WicGLeswortuH. From the nonmilitary angle, I would like to 
ask one question. You referred, as | understood it, to some kind of 
survey or reevaluation that has been made out there. 1 wonder if 
that-ineluded the work that is being done by the professors you referred 
to from various American universities? 

Mr. Dorsry. Were you referring to the survey on steel? 

Mr. WiceGiteswortnu. I thought you said there had been a general 
survey or reevaluation out there to check up on the efficacy of our 
program? 

Mr. Dorsry. No. The two evaluation teams are currently looking 
over our programs in Lebanon and Libya. ‘This was simply an evalu- 
ation of the steel industry. 

Mr. WiaeLeswortu. I asked the question because in the letter 
already referred to, addressed to Senator Stennis, there are one or two 
observations which concur with testimony given me by one of the 
professors to whom you have referred, to the effect that in his opinion 
in many instances we were trying to go altogether too far and alto- 
gether too fast, and it was simply wasted money and wasted effort. 
It seems to me this raises a very important point, if true, and that it is 
a field which ought to be checked with a view to getting the maximum 
results from the dollars we are spending there. 
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Mr. Dorsey. If I might say off the record. 

(Discussion off the record.) 

Mr. Dorsry. May I say that our program in Pakistan will be, early 
in the forthcoming year, the subject of investigation by an evaluation 
team. 

Mr. WiaeieswortuH. That is all, Mr. Chairman. 

Mr. Passman. Thank you very much, gentlemen. 

Mr. Secretary, I believe you will not be back with us, and I want to 
thank you very kindly for the information that you furnished the 
committee. 

Mr. Rountresr. Thank you, Mr. Chairman. 


WerpDNEsDAY, JUNE 13, 1956. 


FAR EAST 


WITNESSES 


HON. WALTER 8S. ROBERTSON, ASSISTANT SECRETARY OF STATE 
FOR FAR EASTERN AFFAIRS 

DR. RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF 
FAR EASTERN OPERATIONS, INTERNATIONAL COOPERATION 
ADMINISTRATION 


INTERNATIONAL COOPERATION ADMINISTRATION 


MISS HELENE GRANBY, CHIEF, FAR EAST PROGRAM STAFF 
R. AMMI CUTTER, CONSULTANT TO THE DIRECTOR 


THE DEPARTMENT OF STATE 


ROBERT HOEY, SPECIAL ASSISTANT FOR REGIONAL PROGRAMS 
PHILANDER P. CLAXTON, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY OF STATE FOR CONGRESSIONAL RELATIONS 


DEPARTMENT OF DEFENSE 


CAPT. BERTON ROBBINS, JR., USN, REGIONAL DIRECTOR, FAR 
EAST, ISA 

COL. HARRY H. CRITZ, USA, DEPUTY DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, ISA 


Mr. Passman. The committee will come to order. 

We are happy to have Hon. Walter S. Robertson, Assistant Secre- 
tary of State for Far Eastern Affairs, before the committee this 
morning. 

Mr. Secretary, do you have a general statement you would like to 
make? 

Mr. Ropertson. Yes, Mr. Chairman. I have a statement I 
would like to read into the record. 

Mr. PassMan. You may proceed. 


STATEMENT OF ASSISTANT SECRETARY OF STATE FOR FAR EASTERN 
AFFAIRS 


Mr. Rosertson. Mr. Chairman and gentlemen, I appreciate the 
opportunity to appear in support of the Far East portion o 


the mutual 
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security program for the fiscal year 1957. It is my deep and sincere 
conviction that this program is essential to the successful implementa- 
tion of our foreign policy and the carrying out of United States 
objectives. 

accompanied Secretary Dulles on his recent trip to the Far East. 
I returned from that trip with an increased awareness of the threat 
which still faces us, a conviction that the past year has resulted in 
increased competence on the part of the United States and the free 
world to deal with this threat, and finally a strengthened conviction 
that the mutual security program continues to be a sound approach 
to the solution of the problems in that part of the world. 

In the Far East the United States is extending aid under the mutual 
security program to nine countries—Japan, Korea, the Philippines, 
Indonesia, Vietnam, Cambodia, Laos, Taiwan, and Thailand. I 
should like first briefly to describe the present situation in this area, 
the very real dangers which still confront us, the progress we have 
made and the political considerations which make it so important 
for the United States to continue these programs. After that, the 
specific programs will be summarized for you by Deputy Assistant 
Secretary Sofiia of the Department of Defense, and Dr. Raymond 


T. Moyer, ICA Regional Director for the Far East. I believe that 
if questions could be withheld until all of the witness statements 
have been heard, the answers to many questions will have been 
forthcoming. 

The area we are talking about—the free world Far East-——is a region 
only in a geographical sense. There are greater differences than sim- 


ilarities between the countries except that they, all but one, share the 
common problem of being underdeveloped by western standards. In 
the area are nearly 300 million people, most of whom are small farm- 
ers With an average holding of about 1 to 2 acres. The variation 
in population density is dramatic, ranging from 16 per square mile in 
Laos, to 1,000 or more in some parts of Java, and Japan. Nobody 
really knows what the per capita income is but the best estimates we 
have run from about $50 a year in the poorest country to $300 a 
vear in the richest country. 

The area provides the free world with about 92 percent of its abaca, 
88 percent of its natural rubber, 41 percent of its rice, 66 percent of 
its copra, and 65 percent of its tin. There is still a tremendous poten- 
tial of available minerals—oil, bauxite, iron ore, chromium, tin, man- 
ganese, sulfur, nickel, et cetera. 

Politically the area is characterized by a very strong spirit of 
nationalism and independence. These nations are determined no 
longer to be regarded at home or abroad as second-class citizens. 
To many of them the colonialism they have experienced appears to 
be more of a menace than the threat of communism. 

The primary objective of our policy in the Far East can be stated 
quite simply. It is to strengthen the free world and to curb the power 
and prevent the expansion of communism. The mutual security pro- 
gram is an increasingly essential factor in the attainment of that 
objective. 

Of the 12 independent countries in the area, all but 3 are strongly 
anti-Communist and these 3 cherish their independence but 
apparently believe the way to maintain it is to remain “uncommitted” 
or ‘neutral’ as between the 2 world power blocs. This does not 
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mean that we cannot help them. It does mean that it is important 
to them to understand that our help when extended is not to buy 
their friendship or to put them under obligations to us, but simply 
because we consider that an identity of interest exists between 
us. This identity is our mutual desire to keep the free world free 
and to help them maintain the strength to preserve their national 
independence. 

The people of free Asia have aspirations for a better life which 
they are determined to fulfill. This program, through technical and 
economic development assistance, is helping them to achieve their 
objectives. The military assistance part of the program is assisting 
them in maintaining internal order and security and in creating a 
first line of defense against aggression while they build up in a non- 
military sense internally. But it is the success or failure of this 
mutual security program, in giving these nations hope that they will 
be more secure and better off tomorrow than they are today, that may 
determine whether they succumb to the blandishments of com- 
munism. ‘This hope, if it is to last, must be firmly grounded in their 
own experience that progress is being made, that they are, in fact, 
better off today than they were yesterday, and that when tomorrow 
becomes today, the same thing will be true. Faith and hope are the 
stuff of which free nations are made. Our aid programs are assisting 
the governments of free Asian countries in making such faith and 
hope possible. 

As Secretary Dulles said upon his return from his recent trip to the 

Far East— 
The day is past when the peoples of Asia will tolerate leadership which keeps them 
on a dead-center economically and socially, and when each generation merely 
ekes out a bare subsistence, with a brief life expectancy, and passes on to the next 
generation only the same bleak prospect. 

As mentioned earlier, I had the privilege of accompanying Secretary 
Dulles on his recent trip. The situation in this part of the world is 
still serious, there are many points of tension, but the general course in 
my opinion is one of progress. 

For nearly 2 years the forces of armed aggression in the area have 
been held in check. This fact, and the radical change in Soviet tactics 
in recent months, are, in my opinion, evidence of the effectiveness of 
the courses of action we have been following. Millions of free Asians 
have, in consequence, enjoyed a measure of peace even though living 
under the constant threat of a renewal of armed aggression. That 
threat remains a serious one and this is no time for complacency. 

In Korea the Communists since the armistice have continued to 
build up their combat capability in the North. Chinese Communist 
troops are still in occupation of North Korea. They have introduced, 
in flagrant violation of the armistice agreement, a modern jet air force 
and new types and larger quantities of other equipment that greatly 
increase their striking power. The experience with aggression in 
1950, the enormous stake which the United States and the United 
Nations have in a free and independent Korea, and tbis threat posed 
by the Communists to the north make it essential that we maintain 
our guard in Korea. We cannot be tearing down our protective fences 
in Korea except to our peril. 

Opposite Taiwan, the Chinese Communists are building 10 airfields 
between Shanghai and Canton to accommodate jet planes, multiplying 
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their gun positions, and constructing a military railroad into the port 
of Amoy. Chou En-lai, the Red Premier, continues to threaten to 
take Taiwan by force. There is no room for complacency about the 
situation in the Taiwan Straits. 

The Korean story is repeated in Vietnam where, in callous violation 
of the Geneva agreement of 1954, the effective strength of the fighting 
forces of the Viet Minh has more than doubled since the cease fire, 
and it is reported that artillery fire-power has been increased some 
sixfold. Equipment and training are being furnished by the Chinese 
Communists. If South Vietnam is to remain free we cannot be tearing 
down protective fences in Vietnam. 

In other parts of the region the Communist tactics are more in- 
sidious, but the threat is nonetheless real and menacing. 

In Japan, an industrial powerhouse which is a prime Communist 
objective, the Communist party is a legal entity with a following 
estimated at close to 1 million. One of the few gestures in the Far 
East toward the spirit of Geneva was made by this organization when 
in July 1955 it renounced past ‘errors’ of violence and extremism. 
This lip service would have meant more if the party had not main- 
tained an underground organization with a paramilitary arm which 
they have used for purposes of espionage, sabotage, and the instigation 
of mass violence. 

In Laos, the Pathet Lao, covertly supported by the Communist 
Viet Minh, flaunt the Geneva agreement in continuing to occupy 
the two northern provinces of Phong Saly and Sam Neua. They 
send their agents into other parts of the country to stir up trouble 
and subvert the legitimate government. It is ovbious that they are 
striving to bring about a de facto division of Laos thus keeping a 
foot-hold for future aggression. 

In Thailand, the people recognize the potential threat to them of 
continued occupation of these Lao provinces and see beyond in 
adjacent Red China the “Greater Thai State’’ created by the Com- 
munists and designed to induce the people of the Thai race living in 
Thailand, Laos, and Burma to overthrow their free governments and 
substitute communism. 

In Singapore, Communist elements have by violence and subversion 
taken over the Chinese schools serving approximately 85 percent of 
the total school population. Disturbing advances have been made in 
the field of labor. In the Federation of Malaya the British are still 
fighting their long war against Communist guerrilla terrorism. 

In Indonesia, a country which 8 years ago put down forcefully an 
attempted Communist military coup, the Communists have succeeded 
in reestablishing themselves in the political sphere and in the recent 
general elections polled 16 percent of the vote and emerged as In- 
donesia’s fourth largest party. However, on the plus side, a new non- 
Communist Government coalition has been formed which includes all 
major non-Communist elements to the exclusion of the Communists. 

In Burma, the Soviet bloc has moved:swiftly and adroitly to exploit 
the situation there. Faced with a large, burdensome surplus of rice, 
to which its economy is tied, Burma has been forced to find markets 
in any quarter. In consequence, Burma is one of the neutrals that 
was singled out for special courtship by Bulganian and Khrushchev 
with offers of technicians, equipment for agricultural and industrial 
development, schools and cultural exchanges. During a recent visit, 
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Mikoyan initialed an agreement with Burma by which the Soviets 
undertake to supply capital and other goods as well as “technical 
services” in exchange for 400,000 tons of rice annually for 4 years. 
The Communists give great publicity to the claim that their aid is 
extended without strings. The strings as we well know, and as the 
Asians will soon discover, are the subversive agents which infiltrate 
under the guise of technicians. 

Finally, in acdition to lavish offers of economic aid and technical 
assistance, internal pressures in the form of subversion and economic 
and psychological warfare are being brought to bear in every country 
throughout the area. 

It is evident that the program adopted by world communism to 
achieve its purpose of domination of the Far East has now taken a 
new tack. When the Communists were prevented from achieving 
their aggressive goals in Korea and Vietnam, due largely to the ability 
of the United States to take effective action and to the funds provided 
under the Mutual Security Act, they did not abandon their aggressive 
designs. The new tactic combines a buildup of military strength with 
a form of economic warfare designed to overshadow the military 
preparations. Thus, in the Far Kast, we are faced with a two-pronged 
offensive by the Communists. The new element is their effort at 
economic penetration, by which they hope to achieve what they were 
prevented from doing by armed aggression. 

It is clear that there is much to be done. It is also true that much 
has been done and that genuine progress has been made in the last year. 

A little less than a vear ago when the aid program for fiscal year 

1956 was presented before this committee, you were informed of the 
tremendous odds against which the newly independent Government 
of Vietnam was fighting. It was faced with the military and subver- 
sion threat of the Communists to the north of the 17th parallel; it was 
confronted with internal strife. There was the ominous challenge to 
the Government’s control posed by the armed, self-seeking politico- 
religious sects; there was the urgent necessity for resettling hundreds 
of thousands of refugees who had fled Communist enslavement 
following the military partition. The problems were well-nigh over- 
whelming. The program you approved at that time has made 
possible our continued support of this new republic in the economic 
and military sphere. We can, I believe, take great satisfaction in 
the remarkable improvement in the situation which without our 
contribution would have been impossible. 

We now find a firmly entrenched nationalist government under the 
leadership of President Diem. This government has proved its capac- 
ity not only to survive in the face of Communist subversive efforts 
but to assume the responsibilities of independence. The Diem gov- 
ernment has achieved a decisive victory in the recent elections for the 
Assembly which is now drafting a constitution for free Vietnam. 

Our own efforts in Vietnam are directed in the first place toward 
helping to strengthen internal security forces. These consist of a 
regular army of about 150,000 men, a mobile civil guard of about 
45, 000 and local defense units which are being formed to give protec- 
tion against subversion on the village level. We are providing budg- 
etary support and equipment for these forces, and have a mission 
assisting im the training of the Army. We are helping to organize, 
train, and equip the Vietnamese police forces. Some 600,000 of the 
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more than 800,000 refugees who fled to South Vietnam to escape the 
Viet Minh are being resettled on productive lands with the assistance 
of funds made available by our aid program. In various ways under 
‘defense support” our program also provides assistance to the Viet- 
namese Government designed to strengthen the economy and provide 
a better future for its people. 

In Korea we are demonstrating with other nations of the United 
Nations that a free nation can successfully be defended against Com- 
munist aggression and can be reconstructed and built up to defend 
itself. Our aid program is the major factor in the support of the 
Korean Army, which is, with United States aid and support, the largest 
among the free nations of Asia. That army has obviously become an 
effective deterrent against further aggression by the Red Chinese and 
North Korean armies entrenched beyond the 38th parallel. Korea’s 
21 divisions which we believe continue to be essential are far beyond 
its ability to support. Even without the burdens of this military 
force, Korea would need outside economic assistance for several years 
to come to complete the rehabilitation of the country and develop the 
economy so it can ultimately become self-supporting. 

Taiwan continues to occupy a position of key importance in the 
free world’s island chain of defense in the Western Pacific. We 
continue to regard its defense as essential to the non-Communist 
countries of the Far East, as well as of the United States itself. As 
the Communists continue to improve and expand their military 
establishment on the mainland, the defensive significance of Taiwan 
assumes even greater importance than heretofore. 

The Government of the Republic of China provides a source of hope 
for the mainland Chinese and an alternative focal point for their 
loyalty. It also furnishes a political alternative to Communist 
influence for some 13 million overseas Chinese in strategic parts 
of southeast Asia. As the Peiping regime intensifies its repression 
and murder at home, and subversive actions abroad, the maintenance 
of a China that is free and independent assumes an ever-increasing 
importance. 

During the past year good progress has been made in strengthening 
the defensive capability of the forces on Taiwan and in stabilizing the 
economy. Substantiul assistance from the United States continues to 
be necessary, however, since the economic resources of Taiwan are 
still limited in relation to the increasing population and the large 
defense establishment, which must be maintained. 

At this point, let me interpolate a moment. It should be clear to 
all of us that the term “defense support”’ covers programs important 
to economic development as well as to military objectives. A high- 
way, an airport, a harbor, a bridge, a factory, may in the first instance 
be vital for military purposes, but its construction in most instances 
also contributes a much needed economic item. Furthermore, as in 
Taiwan, the necessity for capital development to support military 
requirements goes hand in hand with an important objective we all 
have very much in mind—to reduce the burden on the United States 
taxpayer. As the economy of a country strengthens, it is self-evident 
that it can do more for itself and the need for grant aid correspondingly 
declines. 

Turning to Japan, while much remains to be done, during the past 
2 years Japan’s self-defense forces have grown in size and have ob- 
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tained useful training. The ground forces, numbering 150,000, are 
regarded as adequate for the maintenance of internal security, but are 
not yet either quantitatively or qualitatively adequate for the defense 
of Japan. The Japanese Government, strengthened by the merger 
of the two conservative parties last fall, has under study specific plans 
which would improve the country’s ability to defend itself unaided. 
The assistanee for Japan contemplated under the mutual’ security 
program will continue the help given heretofore in the organization, 
training, and equipping of Japan’s self-defense forces. Japan’s econ- 
omic recovery and its growing self-defense capabilities have already 
made it an asset to the free world. Further advance and develop- 
ment should enable Japan to assume a greater share of her own de- 
fense responsibilities and will permit redeployment of certain Ameri- 
can forces presently stationed in Japan. 

We regard the Philippine Republic as an increasingly important 
partner in the collective defense arrangements in the Pacific area. 
The internal threat of armed communism has been generally overcome, 
thus making it possible for President Magsaysay to proceed with his 
plans for the economic development of his country. Through con- 
tinued United States aid programs we are assisting Philippine efforts 
to strengthen the main weaknesses of the ’ 
industrial development and backward rural conditions. We are also 
providing help to improve the defensive capabilities of the armed 
forces. 

Cambodia has made good progress in dealing with elements inside 
ihe country which had been a threat to internal stability. Our aid 
is assisting Cambodia to strengthen its armed forces in accordance 
with the expressed desire of the Cambodians to defend the independ- 
ence of their country, and to build up an effeetive internal-seeurity 
force to thwart subversion. Our program is assisting in strengthening 
the civilian economy by improving inland waterways, irrigation, and 
land reclamation, and constructing a highway from the capital city 
to a port on the Cambodian coast. 

In Laos we are helping the Government in its efforts to improve the 
effectiveness of its internal defenses to meet the threat of Communist 
aggression. Our programs are also assisting in economic rehabilita- 
tion and development, particularly in the fields of transportation, 
communications, and agriculture. 

Thailand is an important element of anti-Communist influence in 
Southeast Asia. Our assistance programs are aimed at helping 
Thailand maintain internal security, contribute to the strength of 
SEATO, and promote political and economic stability. Important 
strides have already been made in modernization of the armed forces. 

Regionally in the Far East, the mutual security program for fiscal 
year 1957 seeks to advance the objectives of the network of mutual 
defense treaties that has been created in the Pacific area. The pro- 
gram p rovides equi ment, training, and economic support essential for 
the mblitexy. and police fore es, as well as aid for economic development 
purposes. Our mutual defense treaties are designed to deter the ag- 
gressor and to give greater assurance and confidence to the participat- 
ing governments. Those arrangements are making a vital contribu- 
tion to the security of the area, and thus to the hopes and aspirations 
of Asian people generally. This was deeply impressed on all of us 
who accompanied Secretary Dulles to the Karachi meeting of the 
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SEATO Council of Ministers. After a most thorough review of the 
activities carried forward during the first year under SEATO—a year 
devoted necessarily to preparatory measures—it was apparent on all 
sides that a high sense of optimism, based on solid achievements, 
prevails among the treaty members. 

At the meeting action was taken to provide for a stronger central 
SEATO organization in Bangkok. The Council of Ministers author- 
ized establishment of a permanent working group, a full-time execu- 
tive secretariat, a research service center, and an expanded public 
relations and cultural relations office, and the appointment of an 
economic officer. The organization costs of this enlargement of the 
SEATO headquarters are to be met from a common budget. We 
intend to draft appropriate legislation to cover our expenses of par- 
ticipation and the United States contributions to support the SEATO 
headquarters as soon as the details can be determined, and we hope 
to be able to introduce such legislation next year. In the meantime, 
the small financial contributions we are called upon to make will be 
supplied from the State Department budget. 

We can anticipate that during the months ahead many of the free 
people of Asia, especially those in the newly independent countries, 
will receive more and more enticements from the Soviets masquerad- 
ing as their bounteous benefactor. The Soviets will hold themselves 
out as ready, willing, and able to solve all their problems with the 
Soviet brand of military, economic, and technical assistance advertised 
as having no strings attached and offered on terms of easy credit. 
We propose to meet this challenge by continuing our own constructive- 
aid programs. 

On the whole, I believe we can all derive genuine satisfaction from 
the collective strength that the free nations of Asia have been able, 
with our help, to achieve. The job is by no means finished, however, 
nor have the threats to security lessened. In our own interest, as 
well as theirs, we must continue our help to them at a rate and in a 
manner adequate to the needs of the developing situation. 

The program which you have before you represents the best judg- 
ment of the executive branch as to how to meet successfully this new 
combination of effort by the Communists. The military and economic 
programs are so closely related that it is only by receiving the author- 
ity and the funds for both purposes that we can proceed effectively to 
meet this new situation. I wish to emphasize the interdependency of 
the economic and military aid and to point out our belief that neither 
could be impaired without creating an imbalance which would seriously 
jeopardize the achievement of United States objectives, which is an- 
other way of saying free-world objectives. 

In the judgment of the Department of State, the requests which 
will be presented by Dr. Moyer and Mr. McGuire for economic and 
military assistance, respectively, in the Far East are completely 
justified. 

In all sincerity and with deep conviction, I request your approval 
and your support of this mutual security program. 

Mr. Chairman, I have another short statement I would like to add 
off the record. 

Mr. PassmMan. Yes, Mr. Secretary. 

(Statement made off the record.) 

Mr. Passman. Thank you, Mr. Secretary. 

78669—56——33 
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The committee will recess until 2 o’clock, 

Mr. Roserrtson. Mr. Chairman, Deputy Defense Secretary Mce- 
Guire has been called suddenly before the Senate Foreign Relations 
Committee and, in his absence, Colonel Critz, of the Defense Depart- 
ment, will present the military program. 

Mr. Passman. Thank you, Mr. Secretary. 

Evidently, we are discussing figures for the Far East that are not 
confidential? 

Mr. Murpuy. They are unclassified. 


MILITARY ASSISTANCE PROGRAM 


Mr. Passman. According to the information before the committee, 
in the military assistance program for the Far East the Department 
had available in 1956 $545,956,000. You are requesting for fiscal 
year 1957 $1,026,596,000, which is almost double the amount you 
had available for the 1956 program. 

Colonel, will you explain to the committee why you are asking for 
such a very large increase? 

Colonel Crirz. Mr. Chairman, I have a prepared statement. 

Mr. Passman. The statement you will make will be the one that 
would have been made by Secretary McGuire, but, in his absence, 
you will make it for him? 

Colonel Critz. Yes, sir. 

Mr. PassmMan. You may proceed. 

Colonel Crirz. Mr. Chairman and members of the committee, the 
military forces of the free countries of the Far East provide a major 
shield which, together with United States mobile striking power, form 
an effective deterrent to further Communist aggression in Asia. To 
keep these national forces equipped and ready for an emergency, the 
United States must continue in 1957 to provide direct military aid 
at a rate of approximately $1 billion a year. 

The forces of the 8 Far East Nations (excluding Pakistan) re- 
ceiving mutual-defense assistance from the United States number 
nearly 2 million uniformed personnel, most of whom are serving 
countries which lack the economic and industrial capability to support 
large military organizations. Nevertheless, these forces are counter- 
balanced by Asian Communist military power numbering well over 
3 million men. The dangers of any reductions in either the size or 
quality of the free world forces in Asia, therefore, constitute a risk 
the United States can ill afford to take. 

During the period 1950-56, the United States has contributed over 
$6 billion of military aid to these countries. Of this amount approx- 
imately $3% billion was furnished to the Governments of Korea and 
Japan from equipment produced for use in the Korean war, and paid 
for with funds appropriated to the military departments. The fiscal 
year 1957 military requirements are designed largely to protect the 
$6 billion investment—both the equipment provided with MDAP 
funds and that directly financed by the military departments. 

I might clarify that last statement just a little by saying a great 
proportion of our requested program, is designed to furhiah necessary 


spare parts and support to maintain the usefulness of the equipment 
we previously provided. 
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KOREA, TAIWAN AND THE ASSOCIATED STATES OF INDOCHINA 


In North Korea, North Vietnam, and mainland China opposite 
Taiwan, the Communists have been steadily increasing the strength 
of their forces during the past year. In North Korea, the Communists 
have increased the firepower of their ground forces and added jet 
airfields and jet aircraft. In North Vietnam, the combat forces have 
been almost doubled and heavy equipment has been added. On 
mainland China opposite Taiwan, new jet airfields and an improved 
military communications network are being constructed. 

In consideration of the growing military threat in these areas 
therefore, over 75 percent of the total funds requested for the Far 
East in 1957 is for Korea, Taiwan, and the Associated States of 
Indochina. Even this amount might well have been higher excepting 
for the fact that large quantities of MDAP equipment provided to 
the fighting forces in Indochina prior to the summer of 1954 are still 
available for use. This equipment largely meets the requirements 
of free Viet-Nam, Laos, and Cambodia, 


THAILAND AND THE PHILIPPINES 


During the past 6 years $— million of military aid has been 
programed for the Philippines and Thailand. The major portions 
of initial build-up requirements in these countries have, therefore, 
already been provided. Approximately $— million of the total $— 
million required in 1957 is to protect and maintain the existing equip- 
ment investment, including training. The remaining $— million is 
for Army organic equipment. 

JAPAN 


Of the Far Eastern countries receiving military assistance, Japan is 
the only country with the economic and industrial potential to assume 
eventually full financial responsibility for a major defense role in the 
Far East. Japan is also the only one of the MDAP countries which 
requires no United States defense support funds, or military soft 
goods, to support its military effort. 

The Japanese are presently engaged in a 6-year program looking 
toward defense self-sufficiency. The requested United States military 
aid funds for Japan will provide equipment, spare parts, and other 
military items which the Japanese are not now technically prepared 
to manufacture within their own economy. 

We believe that the proposed United States contribution to the 
Japanese defense efforts constitutes one of the most valuable invest- 
ments in the future defense strength of the Far East, and is for this 
reason a high priority program for next year. 


SEATO 


There has been definite progress in the combat effectiveness of the 
armed forces of the Southeast Asia Treaty Organization. The 
extensive military aid programs under the Treaty’s mutual aid pro- 
visions have played an important role in this. The plans of the 
military advisers for the coordinated use of these forces in an emer- 
gency are now taking firm shape. 
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Progress has been made in countering Communist subversion, 
although it remains a major threat to the area. The SEATO organ- 
ization provides its members with an increasingly useful forum for 
consultation and planning measures of mutual support. Direct 
cooperation between member governments has increased. 


COMPARISON OF FISCAL 1956 AND FISCAL 1957 PROGRAMS 


Due primarily to the small size of the MDAP appropriations for 
fiscal 1956, the total funds available for the Far East were only 
$546 million. This amount, particularly in Korea, fell far short of the 
minimum necessary to maintain equipment and protect our $6 billion 
Far East investment. 

In Korea, United States Army financed stocks, provided prior to the 
summer of 1955, have partially taken care of the current shortages. 
There are too many cases, however, in which warehouse stocks, vehicle 
spares and components, and other essential items have been entirely 
depleted. Part of the urgent demands against the 1956 funds, there- 
pe will be to replenish logistics pipelines to minimum necessary 
evels. 

MILITARY SOFT GOODS (DIRECT FORCES SUPPORT) 


Approximately 30 percent of the total requirements in 1957 will be 
for food, clothing, petroleum products, and similar consumer type 
goods. Mostly t this requirement is in Korea and Taiwan where the 
governments possess neither the capacity to produce nor the foreign 
currency to import these commodities. Without this type of aid, it 
would be physically impossible to maintain the 1,300,000 uniformed 
personnel in these countries. Funds for these soft goods, therefore, 
are as essential to military support of far eastern countries as are 
military hard goods. Only Japan among the Asian MDAP countries 
does not require some assistance of this kind. 


DEFENSE SUPPORT FUNDS 


In addition to the funds for military aid, discussed above, large 
amounts of defense support funds are required to generate local 
currency for the military budgets of most of the far eastern countries. 
The International Cooperation Administration estimates that nearly 
half of the local currency generated with defense support 1957 funds 
($379.5 million of the $835.2 million requested) will be needed for this 
purpose. These local currency funds—used mostly in Korea, Taiwan, 
and the associated states of Indochina—finance the pay, allowances, 
transportation costs and other charges of military administration 
which are paid from the budgets of the national governments. These 
countries, with their low levels of national income and limited sources 
of tax revenue, are entirely incapable of meeting all our internal costs 
for military affairs. Defense support funds along with funds for 
military hardware and military soft goods, therefore, all constitute 
essential parts of a balanced United States military-aid program in 
the Far East. 

Communist military and subversive efforts in Asia since 1945 have 
brought harsh reality to their long-standing theory that domination 
of all Asia is high on their priority list in their attempts to conquer 
the world. Since 1950, the United States bas performed a major 
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mission in assisting the nations of free Asia to maintain their inde- 
pendence and add to their strength in the face of the Communist 
threat. The $1 billion additional military aid for 1957, although a 
large amount of money, is vital to this continuing struggle. 

That completes my prepared statement. 

Mr. Passman. Thank you, Colonel Critz. 


Economic AND TECHNICAL ASSISTANCE PROGRAMS 


Mr. Ropertson. Mr. Chairman, would you permit Mr. Moyer to 
make his statement before we start with the general questioning? 
That is the request I made this morning. 

Mr. Passman. Yes. We will be happy to hear Mr. Moyer now. 


PROPOSED LEVEL OF AID FOR FISCAL YEAR 1957 


Dr. Moyer. A total of $835,250,000 is proposed in fiscal year 1957 
for programs of economic and technical assistance to 9 countries in the 
Far East. This is exclusive of military assistance, and it includes: 
for defense support, $792 million; for development assistance, $4 
million; and for technical cooperation, $39,250,000. Defense support 
is recommended for 7 of these countries; development assistance is 
recommended for 1; and technical cooperation is recommended for 
all 9. 

About 90 percent of the total $835,250,000, or $754,900,000, is for 
the 5 countries around the periphery of Communist China which are 
supporting large armed forces—Korea, China (Taiwan), Vietnam, 
Cambodia and Laos. About 10 percent, or $80,350,000, is recom- 
mended for programs in the 4 remaining countries—Japan, the 
Philippines, Thailand, and Indonesia. 

By countries or groups of countries, the amounts proposed in total 
are: Korea, $305,500,000; China (Taiwan), $89,400,000; Vietnam, 
Cambodia, and Laos, $360 million; Japan, $2,850,000; the Philippines, 
$30,900,000; Thailand, $34,600,000; and Indonesia, $12 million. 

Comparing the total of $835,250,000 proposed for all 9 countries 
in fiscal year 1957 with the amounts made available for corresponding 
programs in the fiscal years 1955 and 1956, it would appear that the 
1957 figure is about $68 million higher than the amount for 1956, and 
approximately $67 million lower than for 1955. The facts are, 
however, that a substantial sum, originally programed for fiscal 
year 1955, was subsequently found not to be needed for that year and 
was therefore available for fiscal year 1956 requirements. The 
amount provided from fiscal year 1956 appropriations therefore was 
correspondingly reduced. When the aid figures for fiscal years 1955 
and 1956 are adjusted to reflect that change, there is little difference 
between the figure proposed for fiscal year 1957 and the amounts 
actually available for use in each of the 2 years preceding. The 
adjusted totals for the 3 years are shown in the chart attached. 


PLANNED USES OF THE PROPOSED FISCAL YEAR 1957 FUNDS 


The programs in which we plan to use the funds requested for fiscal 
year 1957 are directed, fundamentally, toward helping free countries 
of this region solve three major problems which we believe they will 
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have to solve if they are to succeed in remaining free. These prob- 
lems are: 


(1) Military forces larger than can be supported out of their 
own resources; 

(2) Communist-supported efforts to fan discontent, weaken 
governments, and gain control from within; 

(3) Inadequate financial resources and trained personnel for 
the basic development they must achieve if they are to succeed 
in maintaining their independence, and in increasing their capac- 
ity to finance essential defense and development efforts out of 
their own resources. 


For programs directed toward the solution of these three broad 
problems, we expect to use approximately $600 million, or about 72 
percent of the total requested, largely for salable commodities which 
will be sold in the country for local currency. These commodities 
include a wide range of essential items and will help achieve a variety 
of purposes. About $110 million of the total amount will go for 
surplus agricultural commodities. Other consumer goods, such as 
textiles and petroleum products, which are needed to help meet the 
local demands and prevent serious price inflation, also are included. 
In addition, there are materials, such as cement, steel, nonferrous 
metals, lumber, and chemicals, needed for construction purposes and 
in the domestic manufacture of goods in local demand. A substantial 
amount of these funds will be spent for such items as machine tools, 
machinery spare parts, mining equipment, electric generators and 
electric motors, to be bought and paid for by existing industries. 
The commodities supplied by this aid will help keep industries going, 
give employment, speed up the rate of economic growth, prevent 
damaging inflation, and curb internal unrest. 

In addition to this very important role which the commodities 
themselves play in meeting objectives of our program, these imports 
serve a second very essential function—to provide the local currency, 
derived from their sale, that is required to help meet internal costs 
of military and developmental activities supported in these programs, 
supplementing the budgetary resources which the country itself has 
available for these purposes. A large part of this local currency, 
constituting the equivalent of about 45 percent of the total $835,- 
250,000 requested for fiscal year 1957, will be used for the support 
of military forces and essential military construction. The balance, 
equivalent to about 26 percent of the total funds requested, will 
help finance the internal costs of developmental projects aimed at 
helping advance the basic development needed to maintain inde- 
pendence and increase capacity to finance defense and development 
efforts out of their own resources. 

After subtracting the nearly $600 million to be used for salable com- 
modities from the total of $835,250,000 proposed for these programs, 
there remains approximately $236 million. This we plan to devote 
to supplies, equipment, and technical services that have to be imported 
for direct use in developmental projects. Adding this figure to the 
dollar equivalent of the local currency to be made available for such 
projects, as explained above, the total for developmental projects is 
about 55 percent of the aggregate of $835,250,000 proposed for the 
region. These projects are of types which— 
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(a) serve both a military and economic purpose, such as high- 
ways, power, and telecommunications; 

(b) contribute to the development of natural resources and to 
the increase and diversification of agricultural and industrial 
production; and 

(c) strengthen basic government services and develop technical 
skills in such fields as agriculture, health, and education. 


The $39.25 million requested for technical cooperation, which is 
-included in the $236 million above, will be used in the Far East, as in 
other regions, to assist in the exchange of knowledge, experience, 
techniques, and skills, by providing the host country with technicians 
from this and other countries and by bringing foreign nationals to the 
United States or elsewhere for training. 

In some countries the program includes, where requested by the 
recipient nation, assistance in developing and strengthening civil 
police forces. Such assistance is normally directed toward improving 
the organization, administration, and technical competence of such 
forces through advice, training, and demonstration provided under the 
technical cooperation program. In some countries it also includes, 
as part of the defense support or development assistance program, the 
furnishing of police equipment and material beyond a demonstration 
level. Aid of this type can be particularly use ‘ful in countries where a 
young government is faced with the problem of developing, along with 
all the other key governmental services, an effective, democratic 
instrument for the maintenance of law and order. 

Some of the youngest of these governments—Cambodia, Laos, and 
Vietnam—are in that group of countries around the periphery of 
Communist China having large armed forces. These, plus Korea and 
Taiwan, as previously stated, account for about 90 percent of the 
total economic and technical assistance requested for the Far East 
region. Because of the unusual importance of the programs in those 
countries, I would like to make special reference to certain elements 
common to their internal situations that make necessary the large 
amount of aid which is proposed for them in fiscal year 1957. 

There are urgent economic reasons why assistance of the magnitude 
proposed should be made available to these countries. These are not 
large countries—in population they range from about 2 to 22 mil- 
lion—and the development of their natural resources is not yet far 
advanced. Their dominant economic activity is agriculture; indus- 
trial development is still in its early stages. They have neither a 
sufficient volume of products for export, to earn the foreign exchange 
required for necessary imports, nor a tax base from which they can 
derive adequate revenues to meet their internal budgetary require- 
ments. 

Besides, Korea and Vietnam are suffering economically from the 
effects of partition, and from the need to care for large numbers of 
refugees that have fled from communism, seeking freedom. They, 
as well as Cambodia and Laos, also are still suffering from destruction 
caused by military action. 

In addition, all five of these countries maintain armed forces far 
beyond their capacity to support from internal resources. If the 
United States had military forces in the same proportion to its total 
population as Taiwan (Formosa) now has, it would have about 10 
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million men under arms. If a similar comparison were made with 
Korea, United States forces would be between 5.5 and 6.0 million men. 

In fiscal year 1956, the Korean military budget is expected to be 
equivalent to 65 to 70 percent of the Korean Government’s total 
revenues from domestic sources. In China (Taiwan), the comparable 
figure is about 75 percent of the combined revenues of the provincial 
and central governments. 

Without external assistance providing foreign exchange for essential 
imports and local currency to help meet internal costs, all five of these 
countries would quickly be in danger of serious inflation and internal 
deterioration, threatening objectives which it is hoped these programs 
may help achieve. 

It is not possible to say exactly how much of the total $835,250,000 
proposed for the Far East ought to be attributed specifically to each 
of the three broad problems toward which the programs financed with 
these funds are directed. In most instances, funds spent to achieve 
one result also help to achieve one or more others. Thus, dollars spent 
for salable commodities, in addition to supporting military and 
developmental efforts, help keep down inflation, and contribute to the 
political and social stability that is needed to counter Communist- 
supported efforts at subversion. Dollars spent for developmental 
projects obviously provide employment, and thus also contribute to 
political stability. In addition, they help to increase the country’s 
capacity for self-support, to attain the economic strength necessary 
to preserve independence, and to achieve better living conditions. 
The effect, in total, is that our aid programs provide substantial and 
effective support to efforts of these countries to deal with the major 
problems they face, in ways which serve their interest and ours. 
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FAR EAST MUTUAL SECURITY PROGRAMS 
( Excluding Military Assistance ) 
FISCAL YEARS 1955 - 1956 - 1957 


($ Millions ) 


767.4” 729.3” 
792.0 


China a 
( Taiwan) 


1956 
1957 


1955 
Indonesia 1956 
1957 


1955 
Japan 1956 
1957 


1955 
Korea 1956 
1957 


1955 
Philippines i956 
1957 


1955 
Thailand 1956 
1957 


Cambodia {os 
Laos- 1956 
Viet Nam \957 


Excludes Cembodie, Loos, Viet Nam and Korea, where Technical Cooperetion-type activities were integrated with Defense Support. 
»/ Reflects recent $25 million increase in Korea program. 
“/ Represents portion of indonesio program financed from President's Fund for Asien Economic Development. 
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Mr. Passman. Thank you very much, Dr. Moyer. 
REDUCTION IN 1955 PROGRAM FOR VIETNAM 


On page 1 of your statement, beginning with the last paragraph, 
you say: 

Comparing the total of $835,250,000 proposed for all 9 countries in fiscal year 
1957 with the amounts made available for corresponding programs in the fiscal 
years 1955 and 1956, it would appear that the 1957 figure is about $68 million 
higher than the amount for 1956, and approximately $67 million lower than for 
1955. The facts are, however, that a substantial sum, originally programed for 
fiscal year 1955, was subsequently found not to be needed for that year and was 
therefore available for fiscal year 1956 requirements, 

What happened that year whereby you did not need all of the funds? 

Dr. Moyer. This occurred in the case of Vietnam. Our original 
estimates were prepared in the first part of January, or around the 
middle of the fiscal year 1955, by General Collins and the staff of 
MAAG in Saigon. That, as you recall, was right after the Geneva 
settlement. We were beginning direct aid to those countries and 
were preparing to take over the military training and there was a 
great deal being done in a short time. Statistics also were not very 
adequate and General Collins did what I think was the only possible 
thing to do at that time—he took the estimates which the French 
had been using and which, as a matter of fact, had formed the basis 
for aid under the French. Then, as we began using these funds, we 
developed some doubts. This began about the middle of last summer, 
or toward the end of last summer. We began to doubt whether 
there actually would be this large requirement. I am referring here 
to the requirements for military purposes. 

When we noticed this, both the Department of Defense and ICA 
began to be concerned and we wondered whether this much money 
was needed. So we collaborated and sent a team out there headed 
by General Lawton, which went out that fall and made a careful 
study of exactly how much would be required for the support of these 
forces during 1955. 

As a result of that study, although the actual amount will not be 
known until the expenditures are in, about the end of June 1956, 
they estimated that requirements might be as much as $82.2 million 
less than General Collins and his group had originally estimated. 

Mr. PassMAN. In other words, the estimate was in excess of the 
actual requirement? 

Dr. Moyer. It was in excess of the actual requirement. 

Mr. Passman. A big portion of that money was for defense support? 

Dr. Moyer. Yes, sir. 

Mr. Passman. Do you have a corresponding estimate in the 
military program, that you know of, inasmuch as they are related? 

Colonel Critz. We had practically none. When we get to the 
countries, I will show you that we had practically no military. 

Mr. Passman. I am trying to reconcile the two. Much of this 
amount is for defense support which ties in with the military and you 
had overestimated your requirements? 

Dr. Moyer. Yes, sir; but there is not a direct tie-in, because defense 
support largely relates to helping with the internal support of the 
forces and those forces were there regardless of whatever hardware 
was given them. Part of the reduction, however, was due to the 
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fact that the special study had shown some of the facilities construction 
was not moving as rapidly as had been expected or would cost less 
than originally anticipated. 


EFFECT OF OVERALL REDUCTION IN MILITARY ASSISTANCE PROGRAM 
IN 1956 


Mr. PassMan. You are certainly being very fair with the committee 
and I know I speak for the committee when I say I appreciate that; 
but the facts would indicate that in that particular year there could 
have been a lower appropriation and there would not have been any 
harm done, is that correct? 

Dr. Moyer. That gets into another question; but as far as Vietnam 
is concerned they did not require that amount. However, it gets 
into requirements for the whole area and I do not know whether you 
want to go into that discussion now, or not. 

Mr. PassMan. Under what law did you actually carry these funds 
over and how were they consolidated in the following year? 

Dr. Moyrr. We had already obligated those funds for saleable 
commodities, because these were to provide local currency for internal 
uses; so what we did was to reduce the new funds available for obli- 
gation in the next year by that much. The funds had already been 
obligated and the commodities were being procured and were on the 
way. 

Mr. PassmMan. It was proper that the general statements should be 
be in the record before we started asking general questions. However, 
at the beginning I did point out that the program for 1956 called for 

$545,556,000 and you are requesting $1,026,596,000 for 1957, which 
is almost double the amount you bad for the program in 1956. Colonel 
Critz indicated his prepared statement would clear that up to some 
extent, which it did. May I ask at this point, for clarification only, 
because the purpose of asking certain pointed questions now would be 
the result of certain misunderstandings last year. Witnesses hereto- 
fore have been extremely fair in trying to point out that the program 
was actually confused last year, so much so that 22 percent of the 
entire annual appropriation was obligated during the last hour of the 
last day of the fiscal year. Then, just before we concluded the 
conference, it was discovered there was a $302 million check that was 
about to fall in the laps of the FOA program from the Air Force. In 
an effort to expedite action on the bill, we did not make a proper 
adjustment. However, I asked the Assistant Secretary of Defense 
previously and I asked Secretary Dulles this question this morning. 
and I will ask the same question of Colonel Critz: 

In your candid opinion, have we harmed this program by the 
reduction made by Congress last year? 

Colonel Crirz. I would like to resort to a few figures if permissible. 
The exact amount of the fiscal year 1956 worldwide appropriation 
was $705 million. The $302 million which you permitted us to retain; 
added to the $705 million, results in a little over $1 billion available 
for this year. But our request at the time we arrived at this com- 
mittee was $1,125 million. So that the reduction, you see, was not 
as great as the appropriation of new money would indicate. 
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TOTAL FUNDS AVAILABLE FOR MILITARY ASSISTANCE IN 1956 


Mr. PassMaANn. That is a very fine statement, Colonel Critz; but 
page 4 of your statement states— 
comparison of fiscal 1956 and 1957 programs. Due primarily to the small size 
of MDAP appropriations for fiscal 1956, the total funds available for the Far 
East were only $546 million. 

Colonel Crirz. That is correct. 

Mr. Passman. Did you say that a moment ago? I thought you 
said you had almost a billion. 

Colonel Critz. Almost. In other words, our loss, worldwide, was 
something over 100 million. 

We took over the Korean program from the Department of Army. 
Our estimates, of course, were roughly those that we had worked out 
with the Department of Army while they were carrying the program. 
We had intended to put more into this particular area than we did. 
The reduction, I agree, was not great; but we would have put more 
into the Far East area. 

I am talking about on the net basis. 


FUNDS IN PIPELINE FOR MILITARY PROGRAM 


Mr. Taser. While you are on that subject, let me call your atten- 
tion to this fact. The present military pipeline for the Far East con- 
sists of reservations and obligations totaling $2,761 million, or more 
than one-half of all of the reservations and obligations outstanding 
for the entire program. On top of that, it is almost three times the 
amount you are requesting for this year. 

I just thought you ought to be thinking about that when you are 
making such a statement. 

Colonel Crirz. That is our total program since the beginning of 
1956. 

Mr. Taser. I appreciate that; but I just wanted you to know what 
your situation was. When you are asking for $1 billion and your 
pipeline is almost 3 times that, it makes one wonder if you are not 
stretching yourself in having such an everlastingly big pipeline. 

Colonel Crirz. That is not our pipeline; our pipeline is just a little 
over a billion. 

Mr. Taser. How do you get that figure? 

Colonel Crirz. Under the last column, as of June 30, 1956—— 

Mr. Taser. Your pipeline is $1 billion? 

Colonel Critrz. Yes, sir. 

Mr. Taser. All right. 


REDUCTION IN FUNDS FOR VIETNAM IN 1956 


Mr. Ropertson. I would like, if I may, to say something about the 
reduction made in Vietnam—that when we found out the appropria- 
tion was more than needed and would apply to the 1956 program, you 
are wondering why this program had ca overestimated and sug- 


esting we would not have suffered if we had not gotten it. We would 
ave suffered very much. 

When the 1955 program was programed, we had a war in Indochina 

which had not been completed. e were still in there in support of 
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the French fighting that war. Negotiations were going on in Geneva 
and there had been a cease-fire, but when we estimated the 1955 year 
program we did not know what was going to be the condition in 
Vietnam; whether we were going to be still fighting; whether a large 
program would still be going to the French, or what would happen. 

So when the Geneva agreement brought about an armistice and a 
cease-fire status, we found out we had this excess amount of money 
more than had been needed. 

So it was applied to the 1956 program, the cost of which was 
correspondingly reduced. We did not ask for money for the same 
thing twice. We would have tremendously suffered in 1956 had we 
not had the use of the money at the same figure as the 1956 figure. 
The money was used twice and asked for twice. They applied the 
saving and reduced the request correspondingly after we saw where 
we were headed. 


TOTAL FUNDS AVAILABLE FOR MILITARY ASSISTANCE IN 1956 


Mr. PassmMan. I was limiting my statements to the military assist- 
ance for the Far East and you were reading your statement on that 
basis. 

Colonel Crirz. Yes, sir. 

Mr. PassMAN. You said: 

Due primarily to the small size of the MDAP appropriations for fiscal 1956, the 
total funds available for the Far East were only $546 million. 

Subsequent to the excerpt read from your statement, you made a 
statement consolidating additional funds that exceeded a _ billion 
dollars; is that correct? 

Colonel Critz. That is correct, sir. 

Mr. Passman. Then your answer to my question does not corre- 
spond to the statement in the prepared statement? 

Colonel Critz. May I add one additional point, Mr. Chairman? 

Mr. PassMan. Certainly, Colonel. 

Colonel Crirz. You realize that last year we did not request any 
large amounts of funds because, as Mr. Hensel at that time told you, 
we had an unexpended balance that was too large and he was going to 
reduce it. We had more undelivered at that time all over the world 
than we have now. 

Mr. PassMAN. Let me be as frank as I can. This is confusing. 
The prepared statement says: 

Due primarily to the small size of the MDAP appropriations for fiscal 1956. the 
total funds available for the Far East were only $546 million, 

Then, when you put the figures together, you stated they were in excess 
of a billion dollars. 

Colonel Critz. That is correct. 

Mr. Murpay. I can clarify this, I believe. ‘The $500 million figure 
used in the statement is a Far East figure. The $1.022 billion which 
Colonel Critz was referring to for fiscal 1956 is a worldwide figure. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Colonel Critrz. It was worldwide. 
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OBLIGATIONS, EXPENDITURES, AND RESERVATIONS 


Mr. Passman. Let us go back to the amount requested under mili- 
tary assistance for the Far East. What is the latest estimate you can 
furnish the committee as to the amount of unexpended funds as of 
June 30 this year? 

Colonel Crirz. Military? 

Mr. PassMan. Yes. 

Colonel Crirz. As of June 30, 1956, the unexpended funds will be 
$1.105 billion. 

Mr. Passman. Of that sum, what amount would be in firm obli- 
gations and what amount in reservations? 

Colonel Crirz. $980.9 million in reservations and $124.1 million in 
firm obligations. 

Mr. PassmMan. In other words, in excess of 90 percent would be in 
reservations and a little less than 10 percent would be in obligations? 

Colonel Crirz. That is correct. 

Mr. Denton. How does that compare with the chart given to the 
committee yesterday? Is it reflected there? 

Mr. PassMAN. It is shown on page 2 of the confidential information. 

Colonel Critz. Yes; page 2 of this one, sir. 


LEAD TIME 


Mr. PassMANn. We often refer to the amount of money in the pipe- 
line and that brings in the question of lead time. What is the average 
lead time on the type of equipment we need in the Far East military? 

Colonel Critz. Mr. Chairman, the same general types of equipment 
are being furnished to the Far East as to other areas. Off the record. 

(Statement off the record.) 

Mr. PassMan. Perhaps I should ask my question again. 

What is the average or aggregate lead time on the equipment you 
furnish to the Far East? Is it 15 to 18 months? 

Colonel Crirz. Eighteen to twenty months would be my estimate. 

Mr. PassMAN. That would be the average? 

Colonel Critz. Yes, sir. 

Mr. Passman. What will be your annual expenditures for this 
particular region, the Far East, under military assistance? You are 
bound to have a program. 

Colonel Critz. That is right. May I refer to this chart? 

Mr. PassMan. Yes. 

Colonel Crrrz. It shows our estimated fiscal year 1956 expenditures 
at $410 million roughly. 

Mr. Passman. What was the amount in 1955? 

Colonel Crirz. For 1955 approximately $478 million. 

Mr. Passman. What do you anticipate for 1957? 

Colonel Critz. Before I go to that, sir, may I point out two things? 

Mr. Passman. Certainly. 

Colonel Crirz. One, in the fiscal year 1956 expenditure estimates 
you will notice a minus 233 million which we redistributed from 
Indochina and affects our net expenditures there. 

The other item is, as I mentioned yesterday, our 1955 expenditures 
do not reflect Korean deliveries which at that time were made by the 
military departments. 
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Mr. PassmMan.QWe will get all the figures together then. Give me 
the 1955 figure again. 

Colonel Crrrz. $478 million. 

Mr. PassMAN. 1956? 

Colonel Crirz. $410 million. 

Mr. Passman. The 1957 estimate of expenditures? 

Colonel Crirz. Mr. Chairman, I would have to furnish you that 
figure. 

Mr. PassmMan. Do you think it would be approximately the same 
as these? 

Colonel Crrrz. I think it would be in the vicinity of a billion 
dollars. 

Mr. PassmMan. It would be hard for us to consider your require- 
ments unless you know how much money you figure you will need. 

Colonel Critz. We have computed it on a worldwide basis, but 
not by country. I would prefer to submit it for the record, if I may, 
sir. 

Mr. PassMan. Prior to this line of questioning you did state for the 
record a figure of approximately $1 billion. How did you arrive at 
that figure so quickly? 

Colonel Crirz. From this point of view, sir. You asked me to get 
for you yesterday the Korean figure for 1955. It was being computed 
for me when I left the Pentagon. We do not reflect in the fiscal year 
1956 expenditures very much of the Korean program. We did not 
really get to delivering until January or February of this year. So it 
is slow in getting started because we did not get the program actually 
in operation until January. 

Mr. PassmMan. Let me be perfectly honest and state for the record 
what I am trying to establish. We have been told many times that 
this is a program that may go on for years and years. Unless there 
is something that may upset this program and it would have to be 
expanded, under the present plans you should finally arrive at an 
annual expenditure rate required to maintain the minimum security 
by assisting other nations. By taking the past and present program, 
and what you see for the immediate future, adding them up and getting 
an average per year, then taking into consideration the lead time, it 
should be very easy to arrive at what your requirements would be to 
maintain a smooth flow. Do you get what I am trying to establish? 

Colonel Crirz. Yes, sir. 

Mr. Passman. Inasmuch as we are without those figures when we 
take the available funds you have now, a billion dollars-plus, then 
take the request this year of a billion dollars-plus, add the two figures, 
then consider your 18 months lead time, you are still asking for more 
funds than you need unless my mathematics are in error. 

Colonel Crirz. Mr. Chairman, I believe when I provide you with 
the Korean deliveries, which were not under the MDA program, it 
will bring this program up by several hundred million and place it in 
a better perspective. 

Mr. PassMANn. You would need a billion and a half dollars to carry 
on the program outlined? 

Colonel Crirz. Yes, sir. 

Mr. PassmMan. You have a billion on hand, you are asking for a 
billion now, that would total two billion, and if the annual average 
expenditure is a billion, and the lead time is 18 months, you only need 
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a billion and a half dollars. That is my arithmetic indicates, however, 
I will not press the point. 

You requested permission to insert those figures and that will be 
acceptable to the committee. 

(Information supplied the committee.) 


U. N. TECHNICAL ASSISTANCE PROGRAM 


Mr. Gary. Mr. Robertson, I noticed on page 7 of your opening 
statement in referring to the efforts of the Soviet bloc to exploit Burma 
you stated: 


During a recent visit, Mikoyan initialed an agreement with Burma by which 
the Soviets undertake to supply capital and other goods as well as technical serv- 
ices in exchange for 400,000 tons of rice annually for 4 vears. 

The Communists give great publicity to the claim that their aid is extended 
without strings. The strings, as we well know, and as the Asians will soon dis- 
cover, are the subversive agents which infiltrate under the guise of technicians. 


I agree with that statement thoroughly and for that reason I was 
greatly concerned when I read in the Times Dispatch on Monday, 
June 11, an article which was released by the United Nations which 
read in part as follows: 


The United Nations reported Sunday night that 1955 spending on its technical 
assistance program set a record. Part of the money went to send Soviet experts 
to Burma and India. 

The report said the year’s obligations totaled $25,800,000. This was the highest 
in the history of the expended program of technical assistance, started in mid-1950. 
It compared with a previous record of $23 million set in 1952. 

The 1955 money spread advanced skills in farming, mining, industry, health, 
education, and other fields to 101: countries and territories. It enabled 1,203 of 
their citizens to study abroad and sent them 2,004 foreign experts. 

The report showed that 5 experts and 17 fellowships came from the Soviet 
Union. echnical assistance officials gave this breakdown of the figures: 

Two Soviet mining engineers helped Burma make better use of lignitic coals 
in the Kalewa fields. Three specialists on Soviet electronic computing machines 
installed such a machine at the Indian statistical institute in Calcutta and taught 
Indians how to work it. 


and soon. Then it says at the last: 


In a statement issued here April 30, United States Delegate Henry Cabot Lodge, 
Jr., said the world situation required the United States to give new emphasis to 
multilateral schemes like the technical assistance program. President Eisen- 
hower later told his news conference he thought that for political effect, bilateral 
aid was better. 

Have you seen any evidence of these Soviet agents working in Burma 
and India from the United Nations technical assistance program? 

Mr. Ropertson. I am not familiar with the U. N. technical 
assistance program in any of the countries where it is carried on but 
I would like to reaffirm what I said in my statement that I do not 
think there is any such thing as a Russian technician going into a 
country who is not a subversive agent. 

Mr Gary. I agree with you thoroughly and that fact raises a serious 
question in my mind. We have in the requests before the committee 
a contribution for the U. N. technical assistance program and we 
contribute the larger part of those funds. 

Mr. Rozsertson. Nothing is included in this Far Eastern program 
for that. 

Mr. Taper. This U. N. technical assistance program is supported 
by an appropriation and that appropriation estimate was submitted 
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to this subcommittee for consideration at the same time this one was 
that you are talking about. It frankly disturbed some of us that 
they are using it for the hiring of Soviet technicians to go into sup- 
posedly neutral countries like India where they unquestionably would 
be working subversively. That is the picture. 

Mr. Gary. The request before us for fiscal year 1957 is $15,500,000. 

Mr. Taser. That is 60 percent of their total expectations. 

Mr. Gary. Total expenditures, ves. I was very much concerned 
when I read that they are sending the Russian technicians into these 
countries. 

Mr. Lanuam. As I understood the testimony last year when we 
had this matter before us, they used only Russia’s contribution to 
send Russian technicians, that they did not use any other funds 
other than what Russia herself contributed to the U. N. technical 
assistance program. 

Mr. Gary. I would rather see Russia send its own technicians and 
that the technicians not go in as representatives of the U. N. For 
that reason I agree with the statement attributed to the President in 
this article, that the bilateral program is a much better program so far 
as we are concerned. I have felt that way all along. I know Mr. 
Taber and I have felt that way. 

Mr. Roserrson. The situation in regard to Burma is a very serious 
one. The Burmese economy is tied to rice. Rice furnishes about 80 
percent of all of Burma’s foreign exchange. It furnishes about 50 
percent of all the revenues of government. Nothing can happen ad- 
versely to the market for rice without having a very severe impact 
upon the Burmese economy. 

It so happens that we have a surplus of rice in this country. It also 
so happens that the Soviet bloc have a deficiency in food products. 
Burma first appealed to us for technical assistance. The Burmese, 
as you remember, will not accept grant aid from any country. They 
go on a pay-as-you-go plan. They say they will only take what they 
can pay for. The only medium of exchange they have is rice. They 
applied to us for technicians and they wanted to give rice in payment. 
We could not accept the rice, because we had a large surplus of rice 
ourselves. Then it was that the Soviets moved in and made an agree- 
ment for 1.6 million tons, 400,000 tons a year for 4 years in exchange 
for technicians, and capital goods—various kinds of goods and services. 
Burma had to sell her rice or collapse economically. You cannot 
criticize Burma. She sold the rice in the only market in the world 
available to her. Thus it is that the Soviets come in with their 
technicians—all trained Communist agents. This is the way the 
Soviets infiltrate and hope to get control of these countries and 
the danger is, before the unsuspecting Asians know it, they will wake 
up and find themselves in the grasp of the Communists. 

Mr. Gary. The situation with reference to the U. N. technical- 
assistance program is that up until 1953 the Russians made no con- 
tribution to the program at all. We have regularly made contribu- 
tions to the fund but since the Russians did not participate in the 
program this question did not arise. They did make contributions 
in 1953, 1954 and 1955 but they contributed Russian rubles which 
could only be used under limitations. Therefore, the U. N. has not 
used those funds up until this past year, 1955. In 1955 apparently 
they used them to send Russian technicians into these countries. 

78669—56——84 
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Frankly, I think that is a bad policy. You can see what a position 
it puts us in when we are requested to contribute $15.5 million to 
that U. N. technical-assistance fund, for 1957 and then we read that 
a part of the funds, regardless of who contributes them, are going to 
be used to send Russian technicians into these countries that we 
want to keep Russian technicians just as far away from as we can. 
It seems to me that by contributing to that fund we work at cross 
purposes with our whole program. That is all. 

Mr. Passman. Mr. Secretary, in speaking of Burma’s economy a 
moment ago, did they approach us before approaching the Russians, 
for the purpose of selling their surplus rice? 

Mr. Ropertson. Yes. 

Mr. Passman. What amount of money would be involved in the 
request? 

Mr. Roserrson. The amount of money involved in this particular 
deal? 

Mr. Passman. Yes. 

Mr. Ropertson. $160 million. 

Mr. Passman. They wanted to sell the total $160 million of rice or 
not sell any. I am thinking of the President’s special fund, if the 
President could have possibly given some relief by purchasing the rice 
and shipping it to the refugee camps in the Middle East where those 
people are existing on almost a starvation diet. 

Mr. Rosertson. I think the United States had almost a million 
tons carryover that year. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Passman. I am not recommending that we purchase rice from 
Burma and bring it into the United States, neither do I want the State 
of Louisiana to lose its foreign market for rice, but I still think that rice 
could have been given to these starving people in the refugee camps in 
the Middle East. 

Mr. Ropertson. May I say this off the record? 

Mr. PassMan. Yes. 

(Discussion off the record.) 

Mr. Lanuam. Off the record. 

(Discussion off the record.) 


FINANCIAL CONDITION OF JAPAN 


Mr. Narcuer. According to the justifications, Mr. Secretary, one 
of our objectives insofar as Japan is concerned is to assist Japan to 
develop economically and to make Japan a more friendly and coopera- 
tive nation. 

What is Japan’s present financial situation? 

What is their national debt? 

Mr. Rozsertson. At the moment Japan currently is in a relatively 
good financial situation. Japan has made a truly remarkable re- 
covery in the last few years. 

Mr. Natcuer. You say since the war. 

Mr. Rogertson. World War II. 

Mr. Natcuer. Starting some time along about 1946? 

Mr. Rosertson. Yes. Of course, in 1946 things were about as 
bad as they could be. Her plants had become obsolescent, she had 
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lost her sources of supplies of raw material in Manchuria and north 
China. Japan has to import practically all her raw materials. She 
has to import 22 or 23 percent of her food. Her population is increas- 
ing about a million a year. Japan today has a population of ap- 
proximately 89 million. At the time of Pearl Harbor, the population 
was about 70 million. In the war she lost about 40 percent of her 
territory. She was bursting out at her seams with people even with 
the territory she has now lost. 

The economic problem of Japan, despite the greatly improved 
situation existing today is a serious one. I do not know of anyone 
who pretends to know the answers yet. The present favorable situa- 
tion reflects the large expenditures we have made in Japan for off- 
shore procurement, large sums, spent in Japan by the American 
forces stationed there. Of course, all this was a windfall to the Japa- 
nese economy. By severely restricting her imports and by wise 
management—I think we can take off our hats to them—they have 
made a remarkable comeback in the last few years. 

As of today I think the excess of imports over exports for the year 
just closed was about $400 million which was approximately what 
we had spent there. But our expenditures have evened the difference 
between exports and imports. 

Mr. Narcuer. Japan today is in fine shape financially? 

Mr. Rosertson. As of today yes, but Japan’s long-term economic 
position will depend upon her ability to find markets for her manu- 
factures. Here is posed a tremendous problem. We do not want 
her goods here. The British do not want her goods in the sterling area. 
In some of the southeast Asian countries there are residues of hatred 
resulting from Japanese occupation during the war. With some of 
them they have not yet settled the reparation question. And still 
Japan must export to live. 

Mr. Natrcuer. What is the present situation in Japan as far as its 
indebtedness is concerned? 

Mr. Rosertson. You mean externally and internally? 

Mr. Natcuer. Yes, approximately. 

Mr. Roserrson. I will get the figures. You want both external 
and internal debt? 

Mr. Narcuer. That is correct. 

(The matter may be found on p. 580.) 


MILITARY FORCES OF JAPAN 


One of the other objectives insofar as the United States is con- 
cerned in Japan, according to the justifications, is to assist Japan to 
develop military forces capable of assuming primarily responsibility 
for its defense. Would you be willing to hazard a guess at this time 
as to how much assistance we will have to give and over what period 
of time it will extend? 

Mr. Rosperrson. No; I could not, Mr. Congressman. That is 
entirely out of my field. I refer the question to the military. 

Mr. Narcuer. Colonel, what would you say about that? 

Colonel Critz. Mr. Natcher, may I make 1 or 2 points on that. 
One is that at the present time the Japanese defense budget is not as 
high as would like to see it. I believe the Secretary would confirm 
that statement also. 
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Also, they do not have the capability to manufacture quite a few 
of the items which they need and I speak primarily of jet aircraft. 
They have no capability whatsoever. Heavy weapons and various 
things of that sort. 

Those are the things which we are primarily providing in this pro- 
gram at this time. 

Off the record. 

(Discussion off the record.) 


COMMUNISM IN JAPAN 


Mr. Natcuer. There are some 89 million peeple in Japan today 
and also, according to your statement, the Communist Party has a 
following estimated at close to a million. This million has come about 
since World War II, since the year 1946; is that correct? How do 
you feel about the money we are investing in Japan and the rate of 
increase in communism? 

Mr. Rosertson. I would of course much rather not have any than 
to have a million, but that million even so, is a very small percentage 
of the population, although it is admittedly much more active than 
its size would indicate. I feel about the situation as you do. I hate 
to see Communist strength in countries where we give aid, but I can 
well understand in Asian countries, where the population lacks so 
many things, that there should be a response to the propaganda of the 
Communists who are very clever in their appeals. The Communists 
say, “‘What is wrong with you is that you are being exploited by the 
imperialists with whom you are allied. Take this Communist pill 
and it will cure you of all your troubles.” 

The Communist propaganda is much more dangerous in some other 
countries of the Far East than in Japan. And there is not a single 
country in Asia in which the Communists do not have active cells of 
infiltration and subversion. 

Mr. Narcuer. What is the situation in Japan today concerning the 
Communist Party? Is there any restraint? 

Mr. Rozsertson. The Communist Party there is a legal entity and 
it polls a vote close to a million. 

Mr. Natcuer. We spent millions of dollars in Japan in the last 7 
or 8 years and in fact it is running into billions. I am just wondering 
whether or not this Communist situation is increasing with the amount 
of money we spend over there? 

Mr. Rozertson. I do not see how it could, Mr. Natcher. I think 
that if we had walked out on Japan, the Russians would have walked 
in and taken over. Japan as you know is one of the prime objectives 
of the Communists in all the Far East. Japan has an industrial 
capacity of 50 percent of that of the Soviet Union. The Communists 
would probably rather have Japan as of this moment than any other 
country in Asia. Japan is the only industrialized nation in Asia and 
the only Asian nation with an industrial know-how. It is one of their 
prime objectives. 

The thing worrying us is, not that we are producing communism, 
but that if we are not effective in what we are doing and do not con- 
tinue what we are doing, we will give Japan to the Communists by 
default. You will notice we have no direct economic aid program in 
Japan. Practically all the aid included in this program for Japan is 
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designed to assist them in building up their own military forces to 
the point where they can look after their own defense. 

Mr. Narcuer. Mr. Secretary, do you feel in case of an emergency 
wherein Japan itself is not under attack but if the emergency were in 
that section of the world, could we rely upon Japan today? 

Mr. Rosertson. Indeed, I do. I think that the leaders of Japan— 
I was over there in March and had long conversations both in company 
with Secretary Dulles as well as after he left with Hatoyama and 
Shigimitsu and various other leaders. I feel certain these men are 
absolutely sincere in their orientation and allegiance to the western 
world. They are very much concerned about the things you are 
concerned about; they are much concerned about the inroads the 
Communists might be able to make in their country. But they are 
also concerned about losing their China trade and they want to go back 
to trading with the mainland because they are under great pressures 
from their people to do so. Even though they realize that such trade 
will not solve their economic problem, as it will not. It would solve 
only a very small part of their problem if there were no restrictions 
on trade with Red China. 

Mr. Narcuer. Ordinarily would you not be safe in saying that if 
Japan is economically sound and happy within its own borders, that 
communism should be on the decline instead of increasing? 

Mr. Rosertson. I do not think it is necessarily true. There are 
millions of people, individuals, who are very poor and lacking every 
conceivable kind of thing, regardless of whether the trade balance is 
favorable or unfavorable. These are the people that fall easy prey 
to Communist propaganda. 

Mr. Natcuer. Would you say the people generally in Japan, all 
classes and types, are in better position today than they were in 1940? 

Mr. Rosertson. I would have to guess at that. 

Mr. Narcusr. What is your opinion? 

Mr. Ropertson. My opinion is they are just as well off today as 
in 1940. 

Mr. Passman. I agree that Japan is the largest importer of Ameri- 
can agricultural commodities of any nation in the world; is that right? 

Mr. Roxsertson. They are one of our best customers. 

Mr. Passman. Tilling their soil to the very maximum they can only 
get about 82 percent of their food requirements out of their own lands? 

Mr. Ropertson. Yes. 

Mr. PassmMan. They had a land-reform system whereby no indi- 
vidual could own more than 2% acres of land. The situation is so 
critical that you will find as many as 15 different individuals owning 
title to a part of 1 acre; is that not correct? 

Mr. Rosertson. Yes. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Denton. I understand that there is in the pipeline for military 
affairs $1,105 million. 

Colonel Critz. That is correct. 

Mr. Denton. And for economic aid, $1,269 million and you are 
— this year for an over-all appropriation of $2,283 million; is that 
right? 

Mr. Murpuy. Those figures are for the whole of Asia, Mr. Denton. 

Mr. Denton. Yes, it says Asia; that is right. 
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Mr. Murpuy. And that includes South Asia as well as the Far East. 

Mr. Ropertson. Aid to South Asia is not included in the Far 
Eastern program. 

Mr. Denton. You did not break this down? 

Mr. Murpny. Yes; here is South Asia [indicating]. 

Mr. Denton. Your unexpended balance is $891 million for eco- 
nomic aid. That is more than half of the program. The amount of 
money you are spending here is more than half of the program in the 
Far East? For military assistance, you are asking for an increase of 
a half-million dollars, or nearly double the amount you requested last 
year? 

Colonel Crirz. Yes, sir; that is correct. 


IMPORTANCE OF FAR EAST PROGRAM 


Mr. Denton. What is the relative importance of this Far East 
program? I cannot see where we are going. It looks to me as though 
the Communists are really carrying the ball and we are just holding 
the line, and they break through the line and then it costs us $500,000 
more on this program to plug up the bad hole which they have made. 
We have been told that the South Korean Army could not resist an 
invasion alone, and that Chiang Kai-shek could not, and that Thailand 
could not resist an invasion and I imagine the same thing is true of 
Vietnam, so we must have a good deal more in military assistance put 
in there to plug up these holes. Then they will break through another 
hole, and we will have more expense to meet. 

Mr. Rospertson. Yes, sir; you are right, Mr. Denton. We do not 
know where we are going because we are not clear as to Communist 
intentions. 

KOREA 


In Korea, we signed an armistice in July 1953. This they have 
flagrantly violated. The armistice was to stop the fighting in order 
to arrive at a political settlement. We met in Geneva for this pur- 
pose for 2 months in 1954. We could have made a settlement with 
them any day we had desired to—on their terms. But at no stage 
did they indicate a negotiating position except on terms which would 
have turned South Korea over to them. 

I mentioned in my statement this morning, and Colonel Critz also 
called attention to the fact, that the Communists did not have a single 
plane in North Korea at the time of the armistice. They now have 
about 450 modern planes there, over half of which are jets. They 
have rebuilt all of their airfields and have moved in other combat 
equipment prohibited by the armistice agreement. The North Ko- 
reans and the Chinese Communists are stronger today vis-a-vis the 
United Nation Forces than at the time the armistice was signed. In 
Korea we have this large program, the largest we have in the world, 
for a little nation of only 20 million people in support of an army of 
21 divisions. To the north of the 38th parallel the Chinese 
Communists, and the North Koreans, are entrenched in greater mili- 
tary strength. If we withdrew our strength we would, in my opinion, 
soon be back to where we were in 1950. 

Mr. Denton. If you did that, they would walk right in? 

Mr. Rosertson. Well, back in 1950, when we got out they walked 
in-—— 
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Mr. Denon. They would come back in? 

Mr. Rosertson. If we pulled our troops out, we would be back at 
war as we were before unless this time we would be willing for them 
to take over—a war which cost us 135,000 casualties, and $15 billion. 

Mr. Denron. Russia is not contributing very much, apparently, 
to this program. How much money they are spending we do not 
know. They are probably spending some, but I do not imagine 
anywhere near as much as we are. Do we develop the orientals as 
soldiers as well as they do? 

Mr. Rosertson. Yes; I think we do. I think the army in South 
Korea is the best army in Asia. 

Mr. Denton. You think that we are equal with them in that 
respect? 

Mr. Ropertson. You see, the Russians may not be committing 
men, but the Chinese Communists are. 

Mr. Denvron. The ones who are causing us trouble are the Chinese 
Communists, and I guess Russia is calling the tune. 

Mr. Roxpertson. You cannot separate them. ‘They are one team. 
The Chinese Communists get approximately 94 percent of all of their 
strategic war materials from Russia, so that they have to work to- 
gether. 

MISSION OF CHIANG KAI-SHEK’S ARMY 


Mr. Denton. What is the mission of Chiang Kai-shek’s Army; 
what purpose are they performing? 

Mr. Ropertson. If we did not support Chinese troops there, we 
would have to support American troops there, unless we revised our 


whole policy about our security interests in the Pacific. 

Leaving out of consideration the National Government of China, 
our military people consider Formosa to be a necessary link in our 
line of defenses in the Pacific. If it were taken over by the Com- 
munists, it would threaten the Philippines and all of Southeast Asia. 
As you know, it was from Formosa that the Philippines were captured 
by the Japanese. 

Mr. Denton. Is he in any position to stir up any trouble on the 
mainland and cause some trouble where it will benefit us? Can he 
do anything in the way of a counteraction? 

Mr. Ropertson. We have never had an ally who cooperated with 
us any better than Chiang Kai-shek. 


INSURRECTION MOVEMENT IN COMMUNIST CHINA 


Mr. Denton. Is there any insurrection movement in China against 
the Communist Government? 

Mr. Rosertson. My own opinion is that there is more dissatis- 
faction on the mainland of China today than at any other time in our 
lives. 

Mr. Denton. Is there any way in which you can use that as a 
force against communism? 

(Discussion off the record.) 

Mr. Rospertson. One of the great evidences of the dissatisfaction 
existing in China was when under the Korean armistice agreement 
thousands of Chinese Communist soldiers captured from the Com- 
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munists were given the option of going back to the mainland of China 
they refused to return, saying they would rather die than go back to 
China. It was the greatest loss of face that the Chinese Communists 
ever suffered. 


CORRUPTION IN ASIATIC COUNTRIES 


Mr. Denton. Under this program, we give a good deal of surplus 
goods to the various Asiatic countries and they sell them. From that 
money that they get, do we get any counterpart funds, or do they get 
all the money? 

Mr. Rosertson. It all depends on the deal that is made. However, 
I am getting into Dr. Moyer’s territory, so he will want to answer that 
question. Some of the counterpart funds we allow them to use for 
development purposes and some we use for our own needs in these 
countries. 

Mr. Denton. Let me get right to the point. It has been testified 
that there is a great deal of corruption in some countries in Asia. Does 
this money that they get from the sale of our goods go toward pro- 
moting that corruption in any way? 

Mr. Rosertson. Mr. Congressman, there is corruption in every 
country in Asia. There always has been and it will be a long time 
before you get rid of it. We have a little of it sometimes in our own 
country. 

Mr. Denton. Somebody has said that the Communists get rid of 
it by shooting everybody, and also that Chiang Kai-shek had cleaned 
it up pretty well. 

Mr. Rospertson. I have no doubt there has been some corruption 
in every country where we have a program. 

Mr. Denton. What about the military strength of our allies in 
this area? 

Mr. Ropertson. Insofar as the Far East is concerned, if you do 
not have military strength you have lost the battle. The Com- 
munists have never taken over any country except by force. 

Mr. Denton. But what you hold by force, you finally lose. 

Mr. Rosertson. Yes; I agree, but force is your first line of defense. 

Mr. Denton. That is a holding operation. 

Mr. Rosperrson. Yes; that is a holding operation, but you have to 
do much more than that. Our economic programs are designed to 
produce economic stability. 

Mr. Denton. You consider this a long range program. 

Mr. Ropertson. That is right. 

Mr. Denton. What is going to happen during that long range 
period, I do not know. 

Mr. Rosertson. I do not either, and I wish I did. The other 
side of the coin of not doing anything is abandoning the area to the 
Communists by default. 

Mr. Denton. No, I do not want to do that, but if I just saw the 
objective or the goal, I would feel much better about this program. 

Mr. Rospertson. You would feel better if you knew where we were 
going? 

Mr. Denton. Yes, I would feel better if I knew where we were 
going. 

Mr. 


Rosertson. So would I. It is almost a case of “sufficient 
unto the day is the evil thereof.”” We know what our long-term 
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objective is, but how long it will take to achieve that objective, no 
one can tell you. I wish I could. 
Mr. Denton. That is all. 


BUILDUP IN NORTH KOREA 


Mr. Lanuam. I would like to ask Mr. Robertson one question about 
the buildup in Korea. Was there anything that we could have done, 
or is there anything that we can do short of war to prevent that? 

Mr. Rosperrson. As you know, a supervisory commission, consisting 
of 2 neutrals and 2 representatives from Communist satellites was 
provided to prevent violations of the Armistice Agreement. The 
Commission could act only by unanimous consent and the Czecho- 
slovak and Polish members of the Commission would not allow the 
Commission to investigate reported violations in North Korea. For 
instance they would confine inspections to certain ports of entry in 
North Korea while the Communists built a railroad and brought in 
prohibited combat equipment by land. The Communist members of 
the Commission vetoed araalemeiene., 

In South Korea, according to the Swiss and Swedish members, the 
Commission had every cooperation from the U. N. Command and 
the agreement was scrupulously observed. The U. N. Commander 
has been protesting this absolutely impossible situation for a long 
time. He showed that the Communist violations had made it impos- 
sible to maintain the military balance that existed at the time of the 
armistice. Due to the Communist members of the inspection teams, 
supervision had been enforced in the south and nullified in the north. 
So the 16 nations which had troops in Korea recently agreed that the 
U. N. Commander should remove these teams into the demilitarized 
zone. 

Mr. Lanuam. They have been removed? 

Mr. Ropertson. Yes, they have been removed. 

Mr. Lanuam. But the answer is we could not have done anything 
other than to go to war? 

Mr. Roxpertson. No, we could not have. We do not like many 
of the things that have happened in Korea, but the alternative to 
what we are doing is going back to fighting again. 


TOTAL MILITARY ASSISTANCE PROGRAM 


Mr. Frernanpez. It has been stated that the $1,026,596,000 mili- 
tary assistance program for 1957 is almost twice the program for 1956. 
or the fiscal years 1950 to 1956, the total program, the record 
shows, was $3,693,593,000 or an average of $527,656,000 for the 7 


years, so that the proposed program this coming year is almost twice 


the yearly average during the entire past 7 years, is that correct? 
Mr. Rosertson. Colonel Critz, will you answer that? That is a 
military question. 
, Colonel Critz. There are several things to say in connection with 
that. 
Mr. Fernanpez. Those figures are correct? 
Colonel Critz. Yes, sir. This table gives them exactly, sir. I 
believe the figure on the 1950 to 1956 total is $3,866,500,000. 
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Mr. Fernanpez. In any event, the average which is not shown in 
the book, and which I calculated is $527,656,000 or thereabouts? 
Colonel Crirz. Yes, sir. One of the important areas is Korea 
which was supported by the military departments up until 1956. 

Mr. Fernanpez. Has this explanation been given before? 

Colonel Crirz. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. FernaNnpez. You say that explanation has been made 
previously? 

Colonel Critz. Yes, sir. 

Mr. Frernanpez. I do not want to repeat, so I will go on to the next 
question. 

Mr. Secretary, what are the British doing? You spoke about what 
we are doing and thinking about this area and the problems there. 
It is an area in which the British, it seems to me, would have even a 
greater interest. What are they thinking and doing about it, if you 
can tell us? 

Mr. Ropertson. May I go off the record? 

Mr. Fernanpez. I suppose so. 

Mr. Passman. Certainly. 

(Discussion off the record.) 


EFFECT OF CUT IN AUTHORIZATION BILL 


Mr. Fernanpez. Is there any part of the $1,200 million that was 
cut off by the House the other day in the authorization bill that comes 
from any of these funds that are requested for the Far East? 

Mr. Murpny. Yes, sir; on the economic side. The House, if you 
recall, cut the amount for development assistance. For the Near 
East and Asia altogether, they cut off $100 million—$343 million was 
requested and the House voted $243 million. That is the total effect 
on the nonmilitary side. 

Coionel Crirz. On the military side, no specific reductions or lim- 
itations were placed on the Far East, sir. 

Mr. Fernanpez. As to the amount that was cut out, was it specifi- 
rally off of the military aid for Europe? 

Colonel Crirz. No, sir; they put a limitation on how much we 
could put into Europe. It was a total of $450 million of which not 
less than $48 million would be spent for Spain, which limited to Europe 
the balance of $402 million. 

Mr. Fernanpvez. If that cut stands, how much of that would come 
off of those figures? How much will you have to cut these figures 
down for the Far East in order to comply with that limitation? 

Colonel Crirrz. Mr. Fernandez, we would have to assume several 
things. One would be that we would have to assume that we would 
put the whole amount of $450 million which was included in the 
House authorization bill into the European program. As opposed to 
the request in the program of $3 billion before you, it would mean a 
difference of $310 million. Then, in addition, we had certain new 
weapons and other things which were scheduled for Europe. There 
— be an effect on this program, but I cannot tell you exactly 
10w much. 
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Mr. Murpuy. Is it not fair to say, Colonel, that approximately 
$600 million in reductions would have to apply elsewhere than in the 
illustrative country program for Europe? 

Colonel Crirz. I could not say that offhand, but there will have 
to be a reduction outside of Europe. 

Mr. FerNanpbeEz. You say that there will be a reduction outside of 
Europe, but you cannot tell this committee now how much you 
would have to cut off there of this particular program in order to stay 
within that limitation? 

Colonel Crirz. No, sir; not exactly. 

Mr. Fernanpez. That is what this committee is going to have to 
decide before we get through? 

Colonel Critz. Yes, sir; that is right. 

Mr. PassMan. I might state for the record that I think we are in 
accord with the authorizing legislation, at least as to the limitations 
as to the Amount that may be appropriated. You can always work 
downward from an authorization; you cannot work upward. We 
have authorizations which have been on the books for 10 years, with 
no appropriation made. I think, without exception, from the inception 
of this program, that we have, to some extent, reduced the amount of 
the appropriation request. The authorization merely places limits on 
what you can do, and it is up to the Appropriations Committee to go 
a little further into the money angles and to work down from that 
ceiling, but we cannot work up. 

Mr. Fernanpez. That makes the question I had in mind all the 
more serious. 

Mr. Passman. Yes. I think our responsibility of trying to reduce it 
is much more serious. 

Mr. Rosertson. | think it is extremely serious. In the Far East 
there are three places where, if we let down our guard, or reduce our 
strength, we can do so, in my own opinion, only at our own peril. 
We have an unresolved war in Korea. It costs a lot to maintain 
21 Korean divisions but not nearly as much as it would cost to 
maintain an equal number of American troops in Korea, and we 
would have to do just that if we did not have Korean troops there. 

Mr. Denton. The situation is that the shooting has stopped but 
that war is not over; it might break out any minute? 

Mr. Ropertson. Yes. What we are appropriating for Korea is 
not just for Korea; it is also for the United States. The security 
interests of the free world there are far more important than President 
Syngman Rhee, or the South Korean Republic, whatever our humani- 
tarian interests might be in this stalwart little nation which was 
almost destroved in its defense of its freedom. We cannot walk out 
on this situation unless we are willing to let the Communists come in 
and take it over. 

Opposite Formosa, the Communists continue to build up their mili- 
tary strength. We can cut down on the money spent in Formosa, but 
only if we are willing to reduce our ability to deter the Communist 
threat. 

Vietnam is a shining example of what our program can help to do. 
The situation in that country 2 years ago looked almost hopeless. 
Today if you will look at what has been done with the aid of our pro- 
gram, you will see a remarkable difference. War is the most expensive 
and the most uneconomical of all operations. However expensive this 
program is, it is infinitely less expensive than war. 
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Mr. FerNanpDsEz. Were you about to say something, Colonel, when 
you were interrupted? 

Colonel Crirz. I want to add one thing. Mr. Ford asked a similar 
question yesterday and, with the chairman’s approval, I inserted a 
statement in the record of the effect. 

Mr. Passman. I think it is worthy of mention that while you had 
this program—the military program, economic aid program, and 
technical aid program—going on in Europe, very little attention was 
given to the Far East. For years and years and years you had some 
of the strongest characters in America stating “Why don’t they do 
this and discourage the Communists, inamsuch as we have been a 
long time getting out there and, in effect, urging money.”’ 

You are familiar with it? 

Mr. Ropertson. I surely am. 

Mr. Passman. Then other people would come along and say this 
was very serious—and I agree it is—and you either have to have this 
amount of money or the thing goes to pot. If this is going to be a 
long-range program, then certainly we are going to have to work this 
down to a pattern that we can fit into our own economy. If we do 
not do that, we are going to wind up in trouble. 

Mr. Ropertrson. Where are you going to cut? If you are going 
to cut, you have to apply the cut. Are we going to cut in Korea? 

Mr. Passman. Do you not have transferability in the appropria- 
tions? 

Mr. Rosertson. Are you going to cut in Taiwan? Are you going 
to cut in Vietnam? Where are you going to cut? 

Mr. PassmMan. That I do not know; but I have asked this question, 
beginning with Secretary Dulles, on this very point—can you say 
specifically we have hurt this program by the adjustments we made 
last year? 

Mr. Rosertson. It is too soon to tell whether it has been or not. 
It may be hurt very badly, and, if the cut is to be followed by a 
further cut you can’t keep on going with what you now have in the 
pipeline. Of course the pipeline will keep the program going for a 
little while. 

(Discussion off the record.) 


USE OF OBSOLETE AND EXCESS MILITARY EQUIPMENT 


Mr. Taser. If you could, would you tell me, either on or off the 
record, if the most of these things that go to these places—and I will 
open this wide and have it apply to all of the items—do not these 
items come out of military items which have become obsolete for 
our own forces? 

Colonel Critz. Mr. Taber, nothing in our program for which we 
have requested new obligational authority is excess or obsolete. 

Mr. Taser. Nothing that you have requested new obligational 
authority for; is that right? 

Colonel Crirz. Yes, sir. 

Mr. Taser. I would take it there are spots in it where it is not 
only obsolete, but third rate. I wish you would get into this so that 
you are pretty sure about that answer. 

Colonel Critz. Mr. Taber, I am giving the correct answer as far 
as our military departments are concerned; because anything that is 
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excess or obsolete which we are providing is provided without cost. 
The only charge against this appropriation for anything that is excess 
to our requirements is to repair and rebuild, and that is all. And I 
am speaking in the excess and obsolete category. 

Mr. Forp. Is it not true, however, that some of this equipment— 
and I have not had a chance to check it accurately—is not the newer 
weapons, the new equipment, which we are using for our own forces? 
I am speaking of models and equipment in that category. 

Colonel Critz. May I answer that in this way. Some of this 
equipment may not be the newer equipment that we are manufactur- 
ing for our own forces, but this equipment is what is still used by our 
forces. 

Mr. Forp. I think that is correct. However, it is fair to say that 
in many categories the production of newest equipment, which is in 
limited supply now, is going to our own forces. Some of the produc- 
tion lines are being continued on earlier models for supplying this 
program that may be obsolescent, but not obsolete? 

Colonel Critz. That is correct, sir. But as you know, most of the 
absolutely newest types of equipment being manufactured go to our 
own forces, and it is replacement equipment which we repair and send 
to this country in many cases. But that is not obsolete equipment, 
Mr. Taber; the same type of equipment is still in use by our own 
forces. But where it is declared obsolete, it is furnished free of charge 
under the MDAP program. 

Mr. Taser. That is not the information that I have. 


INCREASE IN AID REQUESTED FOR KOREA 


Is it not true that all of this Korean material has only been in the 
picture for this year and last year? 

Colonel Crirz. Other than for training, it is only this year. 

Mr. Taser. Only for this year? 

Colonel Critz. Yes, sir. Last year we did have some training. 

Mr. Taser. How did you get that figure set up for 1950 to 1956? 

Colonel Critz. That is our 1956 program plus the training program 
which we carried on during the war years, and there was a small 
Korean MDAP program before the start of the Korean war. 

Mr. Taser. So that really the $———— item is a new item in the 
1956 program? 

Colonel Critz. That is correct, sir. 

Mr. Taser. When we measure the program, we have to take that 
into consideration? 

Colonel Crirz. Yes, sir. 

Mr. Taser. It previously was in the Army, Navy, and Air Force 
setup? 

Colonel Critz. That is correct, sir. 

Mr. Taser. Mr. Robertson, I assume that same picture goes for 
the funds that are required for defense support? 

Mr. Murpny. In Korea, the defense support program started in 
fiscal 1954. If you will recall, Congress moved $200 million of de- 
fense money over to the program for Korea. 

Mr. Taser. That came into this bill in 1954? 

Mr. Murpuy. No; in 1954 it was in the defense bill. They pro- 
vided in there that $200 million of savings resulting from the cessation 
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of hostilities in Korea would be transferred and used for relief and 
rehabilitation in Korea. While the war was on, of course there was 
no program in there at all. 

Mr. Taper. I understand that. So that it was 1955 and 1956. 
Did they begin to supply the defense support items in 1955? 

Mr. Murpeuy. I may have misled you. Money was transferred 
over from the military bill to FOA in 1954 and that money is included 
in the total you have before you. So that the program started in 
fiscal 1954 and is included in this table from that point on. 

Mr. Taper. You have a very much larger program now than last 
vear for military assistance, but just about the same on defense 
support. 

Mr. Murpuy. That is approximately correct; ves, sir. 


Mr. Taser. You have $———— set up in the bill for military 
assistance in Korea and the obligations this current year are only 
about $———— plus the reservations. 


Colonel Crirz. For Korea, sir? 

Mr. Taper. Yes. 

Colonel Crirz. For military assistance? 

Mr. Taser. $———. 

Colonel Critz. Right, sir. 

Mr. Taser. Now that is the peak; that is what the paper shows? 

Colonel Critrz. That is right, sir. 

Mr. Taser. And your obligations in 1956 are only $————. 

Colonel Crirz. Yes, sir. 

Mr. Taser. Why is it that you need more of direct military sup- 
plies and equipment on that scale of $— ? 

Colonel Crirz. That is correct, sir. 

Mr. Taper. I do not know just how this goes; but one of these 
papers shows $———— and the other shows $————._I do not know 
ae is right; maybe neither of them 

Colonel Crirz. They are both correct. If you will look right under- 
neath Korea, you will see for the Korean U. N. forces an additional 
$———. Inone paper they have been lumped together. 

Mr. Taser. I see. 

Why is it you ask for so much more than you had for 1956? 

Colonel Crirz. The MDAP program took over the responsibility 
of supporting the Korean forces on July 1 of last year, or fiscal year 
1956. Up until that time it had all been handled by the military 
departments, as I previously mentioned. It takes us about 6 months 
to get that program into operation, approved, funded, and on the way. 
Such was the case this year, in that we only got the program approved 
in January and our deliveries, of course, only start after that date to 
any degree. These deliveries and expenditures will be increased sub- 
stantially in the ensuing months when we get the program in full 
operation. On that basis, our expenditures and deliveries this year 
from the 1956 appropriations were low; but they will be increased in 
fiscal vear 1957. And the additional requirements which we are re- 
questing for fiscal 1957 for Korea are brought about by the fact 





we found that our request for fiscal 1956 was insufficient to meet our 
requirements. The equipment and material which is in the hands 
of the Korean armed forces was primarily used by the United States 
forces in World War II. It has gone through the Korean war and is 
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in. such condition that we have to have major replacements and over- 
haul to keep it in operational condition. 

Now may I ask Mr. Shaw to add something to that? 

Mr. SuHaw. Mr. Taber, you spoke specifically of the $ 
figure which is represented as the expenditure of military assistance 
funds in fiscal year 1956; but, because the Army financed the program 
in prior years, there is a much larger total expenditure if we were to 
add this figure to the Army expenditures. 

Mr. Taser. What is the Army figure? 

Mr. Suaw. Colonel Critz volunteered to get that. You asked that 
vesterday, and that information is being provided. 

Colonel Critz. That is what you asked me about yesterday, and 
it is being put in the record. 

Mr. Taser. There is nothing in here for the support of the United 
States Forces in Korea? 

Colonel Critrz. No, sir. 

Mr. Taser. That is covered directly out of the military appropria- 
tion? 

Colonel Crirz. Yes, sir. 

Mr. Taser. Do you want us to get into the details of these countries 
now? 

Mr. Gary. No; we will take them up country by country. 

Mr. Taser. Then that is all I have. 


ATTITUDE OF COUNTRIES IN FAR EAST ON COMMUNISM 


Mr. Wieeieswortn. I have just 2 or 3 questions Mr. Chairman. 
I regret that I was unable to hear your opening statement, Mr. Secre- 
tary; but in glancing at it this afternoon I notice, on page 3, you refer 
to 12 independent countries and state: 

* * * all but 3 are strongly anti-Communist and these 3 cherish their inde- 
pendence, but apparently believe the way to maintain it is to remain ‘‘uncom- 
mitted”’ or ‘‘neutral”’ as between the two world power blocs. 

Would you specify the countries referred to—— 

Mr. Rosertson. The three countries are Burma, Indonesia, and 
Cambodia. They are the only three countries in the area that are 
not what I consider to be strongly anti-communist. 

Mr. WiaGLeswortH. You consider Cambodia as neutral but not 
the rest of Indochina? 

Mr. Rosertson. Cambodia is neutralist, but Laos and Vietnam 
are strongly anti-Communist. No one is more anti-Communist 
than President Diem of Vietnam. 

Mr. WiaGLEeswortu. | appreciate that—now as to the 9 countries 
referred to—Japan and Korea are 2; the Philippines make 3; Taiwan 
makes 4; Thailand makes 5; Laos and Vietnam make 7. What are 
the other two? 

Mr. Rospertson. Australia and New Zealand. They are in the 
area, but not in the program. 

Mr. WiaeieswortH. They are included in the nine? 

Mr. Ropertson. That is right. 

Mr. Wiaaieswortn. And you consider all of the nine are strongly 
anti-Communist? 

Mr. Rosertson. Yes; I do. 
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Mr. Wiae.eswortH. Colonel, in your statement on page 3 you say 
that progress has been made in countering Communist subversion, 
although it remains a major threat to the area, and, on page 2, you 
refer to the growing military threat. Are both of those statements 
correct? 

Colonel Crrrz. Sir, the growing military threat I was referring to 
was the threat referred to by Secretary Robertson in North Korea, to 
the mainland of China, and in North Vietnam primarily. That is 
the threat from the point of view of the strength of the military forces 
which I was referring to. Then in the other portion of my statement 
where I was referring to Communist subversion, it is also the same as 
referred to by Secretary Robertson—the attempt in Vietnam, Cam- 
bodia, Laos, and that particular area. 

Mr. WiecLeswortn. In other words, in your opinion, the threat is 
greater in part of this territory and less in part of it? 

Colonel Critz. Yes, sir. It is a different threat in various parts, 
such as in North Korea, of course, facing South Korea, and so forth. 


IMPORTANCE OF FREE WORLD WINNING CONFIDENCE AND FRIENDSHIP 
OF ASIATIC COUNTRIES 


Mr. WiacGieswortu. If I may make one observation, Mr. Secretary 
as a traveler who visited most of these countries last autumn, along 
the line of Mr. Denton’s remarks—I do not know whether you would 
agree with it—I agree that essential military power is absolutely vital 
in this part of the world; but I think, if we are going to win the cold 
war, we have got to take the offensive in essentially political terms, 
working with our friends and with those who desire to maintain their 
independence in ways that appeal to the masses in the various countries 
concerned. I think we must have some money if we are to do this; 
but I do not think we can prevail with money alone. You cannot 
buy confidence or friendship. I do not know whether you would care 
to comment on that. 

Mr. Roserrtson. I heartily agree with every word vou say. I am 
sure we cannot do the job with money alone. I am certain we cannot 
do it with military money alone. I think all that our military money 
can do is to give a first line of defense and the opportunity of trying 
to create a situation that will not be so vulnerable to the propaganda 
of the Communists. But I think in Asia, if there had not been 
the deterring power of military forces, the Communists would have 
taken over. The Communists have never taken over a country yet, 
that I know of, except by force. Having been blocked in their overt 
aggressions, they have taken this new tack of peaceful talk and eco- 
nomic warfare which is very formidable. In a sense, it is more formi- 
dable than when they were talking aggressively. Then we were on 
guard. Now they seek to deceive us into thinking we can save money 
and let down our guard without jeopardizing our security. They are 
also seeking to disarm the people of Asia by the constant repetition 
that they, the Communists, are the ones who want peace and in 
pointing to our collective security pacts as evidence that we are 
aggressive and imperialistic minded. 

Another great problem in these countries is the psychological one— 
how to reach these people in terms they can understand. It is, I 
think, one of the most difficult of all—how to win their allegiance to 
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the free world—how to make them less vulnerable to Communist 
propaganda, psychologically as well as economically. 

Mr. WiecLeswortH. We did it in the Philippines over a period of 
years, and it seems to me that when you get outside of the military 
field the problem is much more one of how we and the spirit in 
which we act, than of how much we spend. 

Mr. Rosertson. I will be the first one to agree that you do not 
solve the problem just by appropriating money. We do a good job 
or we have good people. We do a poor job where we have poor 

eople. 
” One of the biggest problems which we have in these programs is 
recruiting the highly competent people necessary to handle these 
highly complex problems. But, however competent our people 
might be, they cannot do the job unless they are given the means 
with which to work. 

Mr. Wiac.Leswortu. I think that is all, Mr. Chairman. 


OVERPOPULATION OF JAPAN 


Mr. Forp. Inasmuch as we are going to take up each country in 
sequence, I will not ask any questions on the individual programs at 
this time. However, I would like to ask a question on a problem which 
I understand is one of the most difficult ones in the Far East even 
though it does not particularly relate to this matter. It certainly 
has, however, a relationship, and that is, mainly, the problem of over- 
population in Japan, and the restrictions on immigration by some of 
the other countries which are included in this program. 

Would you care to comment on what the status is and what the 
future appears to be in relation to that situation? 

Mr. Ropertson. Well, that is a very real problem, but some 
progress is being made. As you were talking, I was trying to check 
my memory on the number of Japanese now going to Cambodia. 
Cambodia, for instance, is one of the few countries in Asia which is 
underpopulated. Japan, as you know, has one of the highest densi- 
ties of population in the world. The Japanese and Cambodians are 
now working on an agreement whereby Cambodia will take a large 
number of Japanese. I have just checked with Dr. Moyer. He says 
they are starting out with several thousand Japanese for resettle- 
ment in Cambodia. : 

Most of the Asian countries as you know are overpopulated. There 
are not many of them that do not have somewhat of the same problem 
of overpopulation. But I lie awake at night worrying about the 
Japanese problem. I do not know where the Japanese are going to 
put their surplus people. They have now about 25 percent more than 
they had back in 1941 and they were then bursting out at the seams. 

Mr. Forp. Has there been any change of attitude on the part of 
the Australians with respect to that problem? 

Mr. Rosertson. There has not been. 

Mr. Forp. Australia is certainly underpopulated, is it not? 

Mr. Rosertson. It is, and it is an enormous country. I do not 
know how many people Australia can support. However, the size of 
the country is no indication. As you know, a great part of the interior 
is the kind of desert which could support few people. Nevertheless, 
Australia can support three or four times as many people as they now 
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have. Large numbers of Italians and British have been brought in 
under their immigration pregram, the larger percentage ‘being of 
British stock. 

Mr. Forp. Would you care to comment either on the record or off 
the record on this problem? 

Mr. Rosertson. I am wondering if, perhaps, all of this should 
not be off the record. 

Mr. Passman. You have the privilege to take any of this discussion 
off the record which you feel should not appear. 

Mr. Ropertson. Off the record. 

(Discussion off the record.) 


ELECTIONS IN SOUTH KOREA 


Mr. Forp. Mr. Robertson, would you care to comment on the 
recent elections in South Korea? 

Mr. Ropertson. Yes; indeed. I am glad to comment on that. 
And this can be on the record. 

I think, contrary to some of the interpretations that have been put 
upon the outcome of the elections, it was a very wholesome, healthy 
sign that in a country which President Rhee’s enemies have been 
saying was a police state the opposition could poll 44 percent of 
the vote. For instance, President Rhee was elected President in these 
elections by almost exactly the same mathematical percentage of the 
popular vote that President Eisenhower was elected in this country 
in 1952. 

Both received approximately 56 percent of the popular vote. 

If the conditions in Korea had been even fractionally as bad as 
some of the propagandists have said, that this was just a police state 
we were supporting, it would not have been possible for the opposition 
to poll 44 percent of the vote. 

There was much propaganda to the effect that President Rhee 
was going to steal the election. Well, I did not have the faintest 
question but that the elections would be fairly held. And as soon as 
the vote was counted, the first one to come out and acknowledge the 
election of the opposition vice president was President Rhee. Re- 
ports were going around that Rhee’s forces were going to steal the 
election, in the final counts. I think that political opposition is a 
healthy sign and not‘an unhealthy one, in Korea as in America. 

We must keep in mind that the Republic of Korea was set up under 
democratic elections supervised by the United Nations, and the 
government has continued to carry on there by the vote of the 
people in free elections. In this last election we saw what happens 
in our own country. We swing from time to time from one party 
to the other, and the fact that people get dissatisfied with one party 
being in power too long is not necessarily bad. The fact that the 
opposition polled 44 percent of the vote was, I think, all to the good, 
rather than to the bad. 

Mr. Forp. Who was the man who was elected Vice President? 

Mr. Rosertson. Mr. Chang. 

Mr. Forp. What.is his attitude toward our country? 

Mr. Rosertson. He is friendly toward us. He was a former 
Ambassador here, and I understand he is a very good friend of America. 
I do not know him as I know many of the other Koreans, because in 
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my visits to Korea I have dealt largely with the officials of the Govern- 
ment and he has not been in the Government up to this point. 

Mr. Forp. Was the issue between the contending parties an 
ideological struggle, or was it based on other issues? 

Mr. Rosertson. Well, the opposition accused the Government of 
being inefficient, and so forth, and claimed they could do the job 
better, but in a way it was a similar sort of thing we experience here 
in our country every 4 years. That is the reason I think it good. 

Mr. Forp. I believe that is all. 

Mr. Passman. Thank you, Secretary Robertson. 


BurMA 


The first country to be considered is Burma where you have no 
request for funds for fiscal 1957, but you do have a page in the justi- 
fications for Burma, page 73, volume 3, showing the prior appro- 
priations. 

May I ask why that is marked “Confidential’’? 

Mr. Rosertrson. Do you recall that I went off the record when we 
were talking about Burma? 

Mr. Passman. Yes; but I am speaking of the dollars, now, sir. 

Mr. Rosertson. I refer to the classified statement. 

Mr. Passman. I ask you, with reference to the appropriations made 
for Burma prior to the time that they indicated they would not accept 
any more aids and grants, what part of that money is unexpended 
at this time? 

Mr. Murpny. That is military assistance, Mr. Chairman, and 
Colonel Critz will cover it. 

Mr. Passman. Are the figures restricted now which you are giving 
me? 

Colonel Crirz. Yes, sir. 

Mr. PassmMan. No other part of that part of the world is restricted? 

Colonel Crirz. Those are final figures, sir, for the total program. 
We anticipate no change. 

Mr. Passman. You do have on hand this amount of funds un- 
expended? 

Colonel Critrz. Oh, no, sir. That is the final part of the program. 

Mr. PassmMan. We are no longer contributing aid to Burma, but 
under prior appropriations what funds do you have on hand unex- 
pended? 

Colonel Critrz. None, sir. 

Mr. Passman. Thank you. 


CAMBODIA 


The next country for consideration is Cambodia. I will merely 
state that your request is some 50 percent greater than the appropria- 
tion or the program for fiscal 1956. Inasmuch as at the beginning 
of the hearings you indicated the total amount of unexpended funds 
and the two categories, reservations and obligations, and also the 
fact that you have transferability, I shall not ask any questions on 
the increase. However, on defense support I would like to ask for 
the amount for Cambodia that you have on hand unexpended. 
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DEFENSE SUPPORT 


Colonel Crirz. Our estimate as of June 30, 1956, is $ 

Mr. Mourpny. That is the defense support, Mr. Chairman? 

Colonel Critrz. I am talking about military assistance. 

Mr. PassMan. Yes, sir. 

Mr. Murpuy. On defense support, I would estimate the unex- 
pended balance as of June 30, 1956, to be $41,612,000. That is 
approximately 1 year’s level of aid. 





, sir. 


TECHNICAL COOPERATION 


Mr. Passman. Under ““Technical cooperation’’ you have an increase 
over the amount programed for last year. 

Mr. Murpny. That is correct, sir. 

Mr. PassmMan. May I ask why you are requesting an increase in 
the technical cooperation program for fiscal 1957? 

Dr. Moyer. In Cambodia, like one or two other countries we 
started last year giving technical cooperation to help them build up 
their technical competence, which formerly had been supplied in con- 
siderable degree by the French, and this is not something which you 
can suddenly balloon in large proportions. 

We have in this year’s program an amount which we think can 
be absorbed and usefully used, but it does not meet the requirements 
in total. We think that for next year $500,000 more can be usefully 
used for the purpose of building up the competence which they 
simply do not have at this time. 

Mr. Passman. Then your program for fiscal 1957 is similar to 
prior years’ programs? 

Dr. Moyer. Very similar; yes, sir. 

Mr. Mourpny. Off the record. 

(Discussion off the record.) 

Mr. PassMan. A moment ago I stated for the record, and I believe 
the doctor’s response was that the program for fiscal 1957 in all 
respects was similar to the same programs which we had for 1956. 
Inasmuch as each member of the committee has listened to the testi- 
mony in the past and has an understanding of the program, unless it 
is desired that a statement be read separately on each country, we 
will give the doctor permission to insert them, and then ask questions. 

Mer Forp. May I ask if the individual statements are lengthy or 
short? 

Dr. Moyer. Well, they are all about the same. This one is two 
pages long. I might mention in this connection that the pro 8 
for the three countries of Cambodia, Laos, and Vietnam are probably 
the least stabilized of our Far East programs. We are still in the 
process of developing them, and we feel it would not be advanta- 
geous to have the individual country figures made public at this 
time; that is why they are classified. 

I have a statement, however, for Cambodia, Laos, and Vietnam 
combined; they are grouped not because the countries are grouped 
politically or in any other way, but for the reason that I mentioned. 

Mr. PassMaANn. This statement is classified. You will read it, but 
it will not go into the record. 
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Dr. Moyer. This statement could go into the record, since it dis- 
cusses the three countries as a group. 

Mr. Forp. Mr. Chairman, as far as I am concerned based upon 
what I have quickly observed here, I do not think it is essential that 
the statements be read, bearing in mind all the other data that we 
have before us. 

Mr. Passman. I made that statement so as to conserve the time 
of the witnesses, as well as the time of the committee, inasmuch as it 
is a continuation of the program that is well established, and there 
are no major changes in 1957 over 1956. I thought it might be in the 
interest of time to insert the statement, and if there is no objection, 
that is what we will do. 

(The statement referred to follows:) 


CamBopia, LAos AND VIETNAM 


The amount (other than military assistance) proposed for these three countries 
in fiscal year 1957 is $360 million: $351 million for defense support and $9 million 
for technical cooperation. This $360 million is just about half the amount pro- 
vided almost entirely through France for comparable purposes in fiscal year 
1954, including support to the French Expeditionary Corps; and it is approxi- 
mately the same as the amounts actually made available for such purposes in the 
fiscal years 1955 and 1956. 

During the past year, the three countries of Cambodia, Laos, and Vietnam 
have gone through a period characterized by uncertainties, critical events, and 
emergencies; but they have made substantial progress in strengthening their 
independence and their ability to cope successfully with their serious problems. 
In this situation, United States programs of economic and technical assistance 
have concentrated on helping them to— 

(a) Provide adequate support of their military forces; 

(b) Establish the banks and other financial institutions required for 
operating financially as independent nations; 

(c) Recover from the damage and dislocations due to war and from the 
results of the Geneva settlement; 

(d) Strengthen essential government services, including the training of 
personnel required; and 

(e) Lay foundations for longer-range development. 

This aid has played a vital part in the success which the government and people 
of these countries have had in passing successfully through a difficult period, and 
in creating the more hopeful situation that now prevails. 

Approximately 68 percent of the $351 million proposed for defense support in 
fiscal year 1957 is to continue assistance helping meet internal costs of the military 
forces of these countries, to be provided largely through the supply of saleable 
commodities which yield local currencies that then are applied to these purposes. 
A reduction in the amount required for emergency problems, such as refugees, 
makes it possible to increase the amount for basic development without increasing 
the total for nonmilitary purposes. This, and improved internal conditions, make 
it possible for the emphasis in this segment of our assistance now to move away 
from wartime and emergency activities, and to concentrate more on peacetime 
economic rehabilitation and basic development. 

In Vietnam, the assistance proposed for rehabilitation and development is to 
be used largely for 

(a) The restoration and improvement of highways, inland waterways, and 
irrigation facilities; 

(6) An extensive agricultural program, including resettlement on aban- 
doned agricultural land, implementation of the Government’s land reform 
program, and agricultural credit; 

(c) The development of primary and vocational education; 

(d) A program of civic action, to strengthen relationships between the 
Central Government and the people; and 

(e) The improvement of public administration. 

In Cambodia, the proposed program provides substantial assistance for the 
improvement of highways and bridges, and beginnings in other development 
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programs. The most important project, begun in fiscal year 1956, and requiring 
further funding in fiscal year 1957, is a highway connecting Phnom Penh, the 
capital city, with a new deep seaport being constructed on the Gulf of Siam. 

In Laos, assistance is proposed for an expanded program to restore and improve 
highways, linking together the major cities now accessible only by air and water. 
Emphasis also is to be placed on activities affecting the welfare of the people, 
including projects for the control of endemic diseases, crop and livestock develop- 
ment, and the encouragement of small industry. A field service will be organized 
to help the Lao Government bring these improvements directly to the people. 


SALVAGING OF UNITED STATES MILITARY EQUIPMENT 


Mr. Gary. Colonel, practically all of the military material which 
we had in those three countries has been salvaged; has it not? 

Colonel Crirz. Mr. Gary, we are still in the process of salvaging it, 
but a great part of it has. 

If I may just refer to this chart here, you see minuses here opposite 
the old Indo-China program—the one that we passed out earlier. 
That is what we are salvaging and redistributing to Cambodia, 
Vietnam and Laos and the other countries in that section. 

Off the record. 

(Discussion off the record.) 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. As I understand it, Colonel, none of this material got 
into the hands of the Communists? 

Colonel Crirz. That is correct, sir. 

Mr. Taper. You have, as I understand it, in the neighborhood of 
$ million of obligations outstanding in connection with this de- 
fense support program. That is right; is it not? 

Mr. Murpxy. No, sir. 

Mr. Taser. What is it? 

Mr. Murpuy. On March 31, Mr. Taber? 

a Taser. Look at the last column of your sheet. It says ““$—— 
million.” 

Mr. Murpnuy. That is the estimated 1957 program, Mr. Taber. 

Mr. Taser, That is your 1957 program? 

Mr. Murpay. Yes, sir; that is the total program including technical 
cooperation and defense support. The unliquidated obligations on 
March 31, total $—-. 

Mr. Taser. That is practically a year’s supplies; is it not? 

Mr. Murpay. Yes, sir; that is about average for the program. We 
have about 1 year’s pipeline. 

Mr. Taser. Is not most of it agricultural commodities or something 
like that? 

Mr. Murpuy. No, sir; in Cambodia there is very little in the form 
of agricultural commodities. Dr. Moyer has the composition of that 
if you would like to hear something about it. 

r. Moyer. Agricultural commodities, sir, amount to $2.2 million 
in the Cambodian program. 

Mr. Taser. What are most of the other types of commodities? 

Dr. Moyer. Besides the surplus agricultural commodities, there 
are some other agricultural products, amounting to about $1.7 million. 
So, of all kinds of food and agricultural imports there are about $3.9 
million. Imports of petroleum products are estimated at $2.6 million. 
Then there is a series of items such as textiles and other commodities 
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whieh are salable; and that, in general, I think, covers most of the 
commodity imports tentatively planned for fiscal year 1957. 

I might mention, though, as I[ said earlier, that we regard these 
programs as some which are still taking shape. We started 
giving direct aid to these countries individually about January 1, 
1955. The kinds of imports that can be best utilized and the times 
they are needed and other aspects of these programs are still under 
study, and we do not feel that we have yet achieved a completely 
satisfactory situation but we are working on it. 

Mr. Wice._eswortu. Either on or off the record: is there any chance 
— Cambodia will follow the Burmese example and decline to take 
aid? 

Mr. Ropertson. May I answer that off the record? 

Mr. WicGLeswortu. Certainly. 

(Discussion off the record.) 

Mr. WiaeLeswortu. I have no further questions, Mr. Chairman. 

Mr. Passman. The committee will adjourn until 9 o’clock tomorrow 

; morning. 





















TuHurspay, JUNE 14, 1956. 


INDOCHINA 






MILITARY ASSISTANCE PROGRAM 







Mr. Passman. The committee will come to order. 
The military assistance program figure for Indochina is confiden- 
tial ? 
Colonel Crrrz. Yes, sir. 
Mr. PassmMan. May we insert in the record the amount of unex- 
; pended funds credited to this particular country ? 
) Colonel Crirz. Yes, sir; the amount is $———. 
Mr. Passman. Can you make a brief statement as to why you need 
the additional amount for fiscal 1957 ? 
Colonel Crrrz. May I go off the record ? 
Mr. Passman. Yes. 
(Discussion off the record.) 
Mr. Passman. There may be further questions later. 









INDONESIA 






Mr. Passman. On Indonesia, I will ask this question off the record. 
(Discussion off the record.) 






DEVELOPMENT ASSISTANCE AND TECHNICAL COOPERATION 









Mr. Passman. For development assistance you are requesting $4 
million for fiscal 1957 and for technical cooperation, $8 million. 
Would you discuss that? 

Mr. Moyer. I have just one double-spaced page here hitting the 
highlights. 

Mr. ASSMAN. You may read it. 

Mr. Moyer. The $12 million currently recommended for assistance 
in fiscal year 1957 included $8 million for technical cooperation and 
an additional $4 million in development assistance. These figures 
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compare with a total of $11.1 million in fiscal year 1956, consisting of 
$7 million for technical cooperation and $4.1 million for develop- 
ment assistance. 

Assistance to Indonesia over the past several years has been mainly 
technical cooperation in nature, helping that large and newly inde- 
pendent country train the personnel if needs to carry out its new re- 
sponsibilities, and lending support to selected projects in programs 
directed toward the solution of its economic problems. Late in fiscal 
year 1955, a modest amount of development assistance was added to 
provide supplies and equipment for two important projects—malaria 
control an civil police administration. The 7 program, by im- 
proving internal security conditions, is contributing to stability and 
increased economic activity. The malaria control program, now in 
its third year, is expected ultimately to help rid 30 million people of 
this debilitating disease. The training aspects of these projects are 
provided for in the technical cooperation program. 

Other technical cooperation projects help to—(a) meet Indonesia’s 
great need for technicians and managers, through training and edu- 
cation in agriculture, engineering and medicine; (0) increase produc- 
tivity through agricultural extension, industrial training, and min- 
ing and engineering advisory services; and (c) resettle people in Su- 
matra from overpopulated areas in Java, by assisting in land clear- 
ance. 

The funds requested for fiscal year 1957 will be used in support of 
activities such as the above. 


UNEXPENDED BALANCE 


Mr. Passman. What is the amount of the unexpended funds to the 
credit of this item, estimated as of June 30? 

Mr. Murpuy. On June 30, 1956, it is estimated the unexpended 
balance will total $10.429 million. This is down by $900,000 from 
last June 30. 

Mr. PassmaAn. Does that estimate include the $4.1 million being 
funded under the President’s fund for Asian economic development ? 

Mr. Murpuy. I believe so. It is shown here as the total and I 
an therefore it includes the whole item. I will have to check 
that. 

Mr. Passman. The unexpended funds would be in excess of $10 
million ? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. You are requesting $12 million for fiscal 1957? 

Mr. Murpuy. That is correct. 

Mr. Passman. How do you justify the increase of $1 million over 
ve you have had in the past with the large unexpended balance on 

and ¢ 

Dr. Moyer. I might mention first that, as I am sure I mentioned to 
this committee last year and the committee itself saw, the program in 
Indonesia in the past moved rather slowly. There were a wide variety 
of reasons, which I do not need to go into at this point but will be glad 
to if the committee is interested. Last year I told the committee I be- 
lieved with improvements things would move more rapidly. I think 
the record bears out what I said. This unexpected balance is less than 
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a year’s pipeline and we do not think we can get much below that and 
continue the program on an orderly basis. 

Mr. Passman. The President of this country addressed the joint 
session of Congress not too long ago? 

Dr. Moyer. Yes, sir’. 

Mr. PassMaANn. He is just a bit independent on his views ? 

Mr. Ropertson. Yes, sir. 

Mr. Passman. Is there anything significant about his statement 
that they are willing to accept aid but on their basis? 

Mr. Rosertson. I think he put it differently. He realizes that we 
can extend aid only in accordance with our laws. President Sukarno 
is a man almost fanatical in his dedication to the independence of his 
country as I think everyone who knows him will agree. What he 
said was—lI think he was trying to reassure us about offers that came 
to him from the Soviets—that he would accept no help from any source 
that would infringe upon his independence. 

Mr. Passman. What size country is Indonesia ? 

Mr. Rozertson. About 82 million people. 

Mr. Passman. What is the land area? 

Mr. Roperrson. Hundreds of islands—approximately 3,000. They 
stretch across thousands of miles—some 3,000 miles of water. 

Mr. Passman. The largest island is Java? 

Mr. Roserrson. Java in population, Borneo in size. 

Mr. Passman. It is principally an agricultural country ? 

Mr. Rosertrson. That is right. 





DEVELOPMENT ASSISTANCE 


Mr. Taser. Of what does this aid consist ? 
Dr. Moyer. Let me take first the 4 million in development assist- 
anee, if I may. I mentioned that this is for 2 basic projects, 1 to 
continue malaria control for which we expect to use 2.5 of this 4 
million; this is a program which the Indonesians have been operating 
for several years with technical assistance and through that process 
have developed techniques which make it possible to completely eradi- 
cate the disease in the areas that are treated. Furthermore, they found 
that with the old methods a new breed of mosquitoes was developing 
which was resistant to the chemicals they were then using, so that the 
experts recommended the program be accelerated to eradicate the dis- 
ease otherwise even the beneficial results of the past would be lost. 
Moreover, this is a program which gets right down to the people and 
it has been extremely beneficial and very much appreciated by the 
people. The Embassy and the State Department therefore felt it 
would be an excellent thing to help on a more substantial basis. That 
is the background for this project. 

Of the $2.5 million, we will use approximately $2 million for chemi- 
cals, mostly dieldrin but some DDT. The rest will be for various 
forms of equipment. 

Mr. Taser. Why do you need such an everlasting big pipeline for 
things of that character? They ought to be readily procurable. 

Dr. Moyer. My figures here indicate that the pipeline for the de- 
velopment assistance part of the program has been very much reduced. 
There is a relatively small portion of the development assistance 
segment that will remain unexpended as of June 30, 1956. 

Mr. Taser. I thought it was $10 million. 
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TECHNICAL COOPERATION 


Dr. Moyer. That includes technical cooperation as well. 
Mr. Taser. What is that? 
Dr. Moyer. That is largely in funds not yet expended on contracts. 


TRAINEES BROUGHT TO THIS COUNTRY 


We have a contract with the University of California, aiding the 
University of Indonesia Medical School, and other forms of contracts. 
It also includes unexpended funds for trainees that have been 
brought to this country. It is largely items of that nature. 

Mr. Taser. How many trainees have been brought to this country ? 

Dr. Moyer. As of February of this year, the total was approxi- 
mately 777. I brought with me this morning what I thought was a 
very interesting pamphlet called Report on Indonesia, issued by the 
Indonesian Embassy here, which includes a special article speaking 
very appreciatively of the help Indonesia has received through these 
trainees. They and we think it is one of the most important things 
we have been able to do. Indonesia has great need for this kind of 
training but benefits also accrue from the fact these people have been 
in our country and now are throughout Indonesia, and undoubtedly 
they are an important influence strengthening ties between the two 
countries. 

Mr. Taser. I suppose our obligation chart shows the whole cost of 
the 1956-57 fiscal year requirement for expenses of those students ? 

Dr. Moyer. And the ones we will process in 1957, yes, sir. 

Mr. Taper. The thing that bothers me about it is you already have 
the funds for 1957 and you are asking for the funds for 1958 now. 

Dr. Moyer. The unexpended funds will meet the costs, the actual 
costs, of contracts, of personnel, which are being processed within this 
year. Without new funds we would not be able to continue this pro- 
gram another year. 

Mr. Taser. That is all. 

Mr. Ropertson. May I say this off the record ? 

Mr. Passman. Yes. 

(Discussion off the record.) 


UNEXPENDED BALANCES 


Mr. PassMaNn. This program confuses me slightly. We pick up 
the program for 1950-55—development assistance and technical assist- 
aice—and putting the 2 together, you had $7.216 million. Then pick 
up the 1956 program of $7.0 million, giving a total of $14.216 million. 
From 1950 through 1956 you have expended only $4.216 million and 
have remaining nuexpended $10 million, is that carrect ? 

Mr. Mourrny. No, sir, the pipeline figures I quote are cumulative 
figures and do not start with fiscal 1956. 

Mr. Passman. What do you estimate the unexpended balance will be 
for Indonesia development assistance and technical assistance as of 
June 30 this year? 

Mr. Morruy. $10.429 million. That is after having spent $7.9 
million during fiscal year 1956. We opened the fiscal year with 
unliquidated obligations of $11,329 million. The closing pipeline is 
down $900 thousand, and the expenditures during fiscal 1956—— 
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Mr. Taser. $7 million plus this $12 million request will make $19 
million, leaving just about the same amount as you had a year ago. 

Mr. Murrny. That is right, approximately the same. 

Mr. WicetesworrH. You say you have $2.5 million in here for 
malaria control and $2 million for chemicals. What is the other $8 
million for? 

Dr. Moyer. The $2.5 million is for malaria, then there is another 
$1.5 for the civil police program. Together, these make 4. 


CIVIL POLICE PROGRAM 


Mr. Taper. Do they not have trained police of their own there ? 

Dr. Moyer. Yes, sir. This, of course, is their own police force. 
This force has responsibility in Indonesia for all law enforcement 
activities. It is a very well-trained, well-disciplined, and effective 
force which reports directly to President Sukarno. They control 
smuggling; in case there are minor internal disorders that also is their 
responsibility, and there are similar activities. This police force has 
been extremely important in every aspect of Indonesian life and also 
— operated on a nonpartisan basis in exercising all these responsi- 
nilities. 

It was our judgment, with the Department of State, of course, that 
assistance to strengthen the civil police would be an excellent thing 
which we could do at this time, promoting the objectives of our 
program there. 

Mr. WiccLeswortH. What do you mean by assistance ? 

Dr. Moyer. This $1.5 is entirely for equipment because this is 
within the development assistance sector. 

Mr. Wiccteswortu. This $1.5 is for equipment for civil police? 

Dr. Moyer. Yes, sir. 

Mr. WiceLeswortH. What kind of equipment ? 

Dr. Moyer. About half of it is for a training center. They have a 
National Police Academy there, which is well organized and well 
handled. We are helping with certain forms of equipment they need 
in training. 

Mr. WiacieswortH. What do you mean by equipment, tables and 
chairs or guns and helments or what ? 

Dr. Moyer. For the academy one item is machine tools. These men 
are trained to repair items that they have to handle. I have here the 
1956 figures. The items for 1957 are similar; $200,000 in machine 
tools, for instance. Also listed here is scientific and professional 
equipment. I am not sure of the details but it is the sort of thing 

olice would use in normal activities. Then about a third of it, about 
$500,000, is for ordnance equipment; side arms, I believe it is. There 


is communications equipment, also spare parts for aircraft because 
in patrolling the shore of these many islands they use aircraft. There 
is $300,000 for vessels and equipment. Again, in patrolling the shores 
of these many islands, that is needed. These are forms of equipment 
included. 


TECHNICAL ASSISTANCE PROGRAMS 


Mr. Wiaeiteswortu. What about the $8 million for technical 
assistance ? 

Dr. Moyer. In the technical assistance program, first of all a sub- 
stantial amount is in agriculture. This means trainees and technical 
specialists we send there; and it means contracts with universities. 
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We are helping in a program of agricultural research, education, and 
extension. In 1957 we are planning $850,000 for various forms of 
assistance of that kind. 

We are giving assistance to the improvement of the lot of the small 
rubber producers. As I am sure you know, Mr. Congressman, in 
Indonesia rubber is partly a plantation proposition but there are quite 
a number of small producers and their condition has been a source of 
concern to the country and a possible breeding ground of discontent. 
The Government has been interested to see what it could do to 
improve the lot of these small holders and we are giving assistance 
to that effort. 

Fishing is very important. We have been helping them improve 
their methods of fishing and fishing boats. That is included in this 
program. 

Then we also are providing for a substantial item in industry and 
mining. I ought to mention in this connection that one of the reasons 
for the size of the technical cooperation item proposed for 1957 is 
that Indonesia has concluded a sales agreement under Public Law 
480 under which they will take $96.7 million worth of surplus agri- 
cultural commodities. A large part of the local currency loaned to 
Indonesia under this program will be devoted to projects; and a 
substantial part of the proposed technical assistance will gear in with 
the kind of development projects they are going to undertake in 
that program. 

Beyond that, of course, in health and sanitation under the technical- 
cooperation program we are providing the technical assistance part of 
the malaria program. We also are supporting a contract building 
up the medical college which is very much neded to train Indonesian 
personnel. 

Mr. WiacLeswortH. Supporting what at the university ? 

Dr. Moyer. The Medical School of the University of Indonesia. 
The contract is with the University of California in this country. 

Mr. WiccLeswortH. What are they teaching them / 

Dr. Moyer. This is a school of medicine. 

Mr. WiccieswortH. Medicine? 

Dr. Moyer. Yes, sir. Then in education we are particularly em- 
hasizing, at the request of the Indonesians, vocational education. 
hey are anxious to build up a system under which skilled workers and 

managers, as well as the higher technical skills in engineering, will be 
developed. We are planning $885,000 in support of that kind of 
activity. Then for the technical assistance part of the civil police 
administration program, we are planning $465,000. We also have a 
substantial amount for the improvement of labor relations. There is 
a particularly difficult problem in Indonesia in labor because of Com- 
munist efforts to enter the labor unions and make them an important 
source of Communist influence, and they have done so in certain im- 
portant cases. But we are helping in other cases to build up the 
strength of non-Communist leaders. 

Those are some of the major items. 

Mr. WiceieswortH. All told you have a $12 million program? 

Dr. Moyer. Yes, sir. 

Mr. WiccteswortH. How many American people do you have to 
run that program ? 
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Dr. Moyer. We have in the program for 1956, that is, the current 
year, a total of 89 United States employees and 75 under contract. 

Mr. WiaGLeswortuH. Seventy-five American contractors? 

Dr. Moyer. Under contracts of these various kinds: Medicine, voca- 
tional education, engineering. 

Mr. Wicctxeswortn. Those are Americans? 

Dr. Moyer. Yes, sir. 

Mr. Wiccteswortu. They are in addition to the 89 that are oper- 
ating the $12 million program ¢ 

Dr. Moyer. In addition to those employed directly by the United 
States Government, yes, sir. 


INCREASE IN COMMUNIST STRENGTH 


Mr. WiccLEswortH. How many Communists are there in this coun- 
try now? How serious is communism there now ? 

Mr. Roserrson. In the last elections the Communists polled 16 per- 
cent of the popular vote and they emerged as the fourth largest party 
in Indonesia. 

Mr, Wiccteswortu. There has been an increase recently ? 

Mr. Roserrson. Yes, I think that 16 percent is the largest per- 
centage of popular vote that the Communists have ever polled in any 
country. With regard to the police program, you will remember that 
8 years ago the Communists attempted a military coup in Indonesia 
and it was forcibly put down by the government, so helping them 
strengthen their police force, their internal force, we think is a very 
necessary thing to do. 

HEALTH CONDITIONS 


Mr. Gary. I notice in the statement that “the malaria control pro- 
gram, now in its third year, is expected ultimately to help rid 30 
million people of this debilitating disease.” I also notice that the 
total population of Indonesia is 82 million. Does that mean 30 million 
out of 82 million have malaria ? 

Mr. Rosertson. Yes, sir. 

Mr. Gary. How about the other diseases ? 

Dr. Moyer. They have the usual run of intestinal dysenteries; also 
tuberculosis and other diseases. 

Mr. Gary. Do you have anything on the incidence of tuberculosis 
there ? 

Dr. Moyer. We have not. I doubt whether there are reliable fig- 
ures because that is the kind of statistic I doubt that they would have. 

Mr. Gary. How about trachoma ? 

Dr. Moyer. Trachoma is very prevalent. 

Mr. Gary. How about the venereals? 

Dr. Moyer. I do not know. 

Mr. Ropertson. You realize that Indonesia is a country with prac- 
tically no technicians of any kind and statistics you get are very 
sketchy. Most of the statistical information we have on Indonesia, 
I imagine has been largely supplied by our people in the relatively 
short time they have been there. (Be 6) A 

Dr. Mover. I think so. The Dutch got certain kinds of statistics 
but they mainly bore on problems the Dutch were concerned with. 
They did not cover the whole range of problems. 
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Mr. Gary. There is unquestionably a great field for assistance in 
these countries in sanitation and health programs. There is no ques- 
tion about it. 

Mr. Rosertson. Now, the situation is terrific in most of Asia. 

Mr. Gary. A great deal of their disease comes from their poor 
sanitation. 

Mr. Rosertson. It comes from poor sanitation and from a lack of 
medical care of every kind. I said awhile ago, before you came in I 
think, in Indonesia they have only 1 doctor to every 60,000 of popula- 
tion. Even this represents a gain. When they won their inde- 
pendence back in 1949, the country had practically no technicians of 
any kind, 

JAPAN 


MILITARY ASSISTANCE PROGRAM 


Mr. Passman. Next is Japan. The figures are stamped confidential, 
but for military assistance, 1950-56 program, then the 1957 program, 
it would indicate that the amount requested for 1957 is about half the 
total amount allocated for 1950-56, 

I should like to let the record indicate that there is a very substan- 
tial increase, without getting it out of proportion to the statement. 
You do have some 131% times as much requested for 1957 as you had 
for 1956. I do not know any other way to express it as long as we are 
not privileged to cite figures. 


UNEXPENDED BALANCE 


May I ask Mr. Murphy if he could state for the record the amount of 
unexpended funds estimated as of June 30, or is that also restricted ¢ 

Mr. Mourpny. Military ? 

Mr. Passman. Yes, 

Mr. McGuire. Off the record, 

(Discussion off the record.) 

Mr. McGuire. We have stated to this committee that certain cuts 
were made in this program since it was put together. Twenty-two 
million of this cut is in the Japanese program. That reduction results 
from advance funding through fiscal year 1956 funds for certain 
aircraft. So the current program is : 

Mr. Passman. There has been a reduction ? 

Mr. McGuire. That is correct. By savings we were able to effect 
in parts of the program thereby making available fiscal year 1956 
funds to finance requirements which otherwise would have had to be 
funded with fiscal year 1957 appropriations. 

Mr. Passman. Any reduction made in the past did not necessarily 
hamper this program then ? 

Mr. McGutre. I beg your pardon? 

Mr. Passman. Any reductions made by the committee in the past 
did not necessarily hamper this program ¢ 

Mr. McGuire. The saving was not made specifically through the 
Japanese program. In the overall we determined that the funding 
of this particular item, which is in the category of an advance weapon 
practically, was of a higher priority than some of the other items. 

Mr. Passman. I am dealing with figures and you are dealing with 
something else there. I am trying to establish, at least in my own 
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mind, why you need such a large amount for fiscal 1957 in that you 
have unexpended funds on hand, or will have as of June 30, repre- 
senting about 90 percent of the total amount of money appropriated 
for this country in prior years. 

Mr. McGuire. There are two factors that I think are borne out 
in the figures that are presented. No. 1 is, that a substantial part of 
this program funding requested is for long lead time items that must 
be delivered in later years. 

Mr. Passman. By later years you mean 1958, 1959? 

Mr. McGuire. Yes, and they must be funded now or they will not be 
available. 

Mr. Passman. Is that true? 

Mr. McGutre. In the increase in the Navy, you have vessels. You 
cannot buy vessels for delivery tomorrow morning. You have a co- 
ordination problem of procurement and long lead time in manufac- 
ture. There are aircraft in the Air Force program which are long 
lead time items. ‘Those items are a very substantial part of this re- 
quested program. ‘The unexpended balance is necessary in carrying 
forward the requirements of the Japanese until the other parts of the 
program are produced for delivery. 

We have this situation there, Mr. Chairman. We are beginning 
to get to the point in the buildup of the Japanese forces where they 
can accept it, and their Navy is just getting to the point where we can 
visualize it and plan it where they can accept it. Similarly their 
air force is coming along. 


EQUIPMENT SUPPLIED FROM UNITED STATES ARMED FORCES 


Mr. Passman. Did you hear the Secretary of State say yesterday 
that our military establishment was in a position to sell obsolete or 
obsolescent. equipment to the ICA at a very substantial price which 
would give our military hundreds of millions of dollars to buy new 
equipment while they were billing the mutual security for the obsolete 
or obsolescent equipment? Do you recall that? 

Mr. McGuire. I was not here for all of the Secretary’s presenta- 
tion. I was here when he talked about certain planes being given to 
certain countries. 

Mr. Passman. He said sold. 

Mr. McGuire. I would like, if I may, to amplify what the Secre- 
tary of State said from the standpoint of the individual running the 
program. 

The planes which we are putting into the program are not anti- 
quated planes. They are planes which, from the point of view of 
development, are, I believe, incorrectly termed obsolete. They will 
not necessarily have the capability of the F-104, when available. In 
the development of aircraft there has also developed the philosophy 
that if you put a plane on the drawing board that has a greater possi- 
bility or capability, someone will immediately label some of these 
planes, from a technical point of view, as obsolete. That is purely 
from a development point of view. However, from an operational 
point of view, you do not get the plane put on the board immediately. 
It takes a long time for the aircraft to become acceptable as an opera- 
tional plane. I think the Secretary used a figure of speech. 
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Secondly, when this matter of the modernization of our forces is 
discussed, there is the substantial factor of helping our forces modern- 
ize by this program. However, it must be understood how it takes 
place. In the old days, this program was subject to considerable 
criticism because it was contended that we were using surplus World 
War II equipment. That is behind us. We, particularly in aircraft, 
today place an order with the Air Force. We do not give the Air 
Force any money, we hold it in reservation, and the Air Force takes 
that order and, using it as an authority to procure, they will procure 
the more advanced model. 

To illustrate the point specifically, they will have in service the 
F-86 and will order the F-104. I believe there are just 1 or 2 proto- 
types of the F—104 that have been delivered so far. When the F-104 
is delivered and is acceptable to the Air Force they will then take 
the F-86 or F-84 which was originally ordered for MDAP and re- 
habilitate it, then deliver to the recipient country at which time we 
pay them. So, for practical purposes, they are doing some funding 
for us in that respect. 

But I want to make it clear that the aircraft in this program are not 
obsolete from the operational point of view. In this program there 
are a number of planes which will be coming off production lines 
simultaneously with planes being delivered to the ie Force. The 
F-100s, being produced by Republic, which is on strike, and when 
production starts up again, certain planes from that line will be de- 
livered to MDAP. Spot delivery that is, for some will go to our own 
forces. 

Mr. Passman. Thank you, Mr. Secretary. I am sorry my question 
seemed to call for such a long answer. I suggest you read the Secretary 
of State’s statement, because it is about half opposite to what you have 
just stated. I think both of you should correct your remarks. You 
have that privilege, if you wish, to correct your remarks so that they 
will be in line with his. The statement he made was vey definite and 
to the point. 

Mr. Forp. I do not want to appear to be testifying, but I think it is 
true that some of this equipment is not in any way obsolete when you 
bear in mind the mission which this particular country may have in 
the overall free world defense program. In other words, these planes 
ae wholly adequate for the mission that this country has in the Allied 
defense program. 

Mr. Passman. I have not challenged the correctness of that state- 
ment. Secretary of State Dulles yesterday morning said that the 
planes were obsolete, then he amended that to say maybe obsolescent, 
and he said of course there was a difference between obsolete and 
obsolescent and he went into some detail on that. It was not my 
purpose to go into detail. I wanted just a simple answer. However, 
if he wants to elaborate, that is quite all right. 

Mr. McGurre. I think the point the Congressman has brought out 
is true. As I stated before, much of this equipment is not necessarily 
subject to the same mission requirements. It applys to trucks and 
a lot of other equipment. We are building a weridivids air force and 


as soon as you can get a fighter that can go a longer distance, the 
present fighter, which cannot go so far, is termed obsolete from our 
point of view. I raised the point to clarify the definition of obso- 
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lescent. It is not that it is not a useful piece of equipment; it is simply 
that from our point of view we believe that the further developed 
plane is a more suitable plane for our worldwide requirements. 

Mr. Passman. Yes. 

Mr. Gary. Off the record. 

(Discussion off the record. 

Mr. PassMAN. May I say for the record that I have no criticism of 
the way our armed services are handling the sale of our obsolete or 
obsolescent equipment to the International Cooperation Administra- 
tion. I am just trying again to clear up the fact it gives our own mili- 
tary services additional new money with which to purchase more mod- 
ern equipment when they do sell this older equipment to this particular 
agency for transfer to the nations to whom we are giving military 
assistance. I think it is foregone conclusion that this is true. Inas- 
much as you do transfer out of our own services certain equipment that 
we term obsolete or obsolescent to the military assistance program, 
may I ask what you would do if we did not have this worldwide pro- 
gram and the military were desirous of purchasing the same equipment 
they are now purchasing but did not have the money coming from this 
program with which to purchase the equipment ? 

Mr. McGuire. I think it has been recognized in the legislative his- 
tory of MDAP that one of the early advantages of this program was 
the fact that it gave the services a market to move their equipment 
as the more advanced equipment came along. We are very fortunate 
in this country to have that capability and that market in seeing to it 
that our service is the top service in efficiency. I would suspect, sir, if 
we did not have this program, there are no normal markets for mili- 
tary equipment in any quantity, and we would just have to store in 
warehouses a good deal of this equipment and would have to have 
additional funds in our budget to achieve the same purposes. 

Mr. Passman. Thank you, Mr. Secretary. I have been trying to 
get that question answered for 15 days. In effect, by having this pro- 
gram the armed services are supplementing the regular military ap- 
propriations by whatever amount they get from this agency. 

Mr. McGuire. If you will allow me to finish my statement, I believe 
it will help you. 

If we were in the position where we had no so-called means of dis- 
tributing this equipment and had to put it in warehouses, the net effect 
would be we would have to buy in our own services additional amounts 
of equipment but we would not have the advantage of the strength 
and support of these areas which surround the Communist countries, 
which is so vital to the security of the United States. 

Mr. Passman. If that were not so we would not be here considering 
this bill. 

Mr. McGuire. That is true. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


TECHNICAL COOPERATION IN JAPAN 


_ Mr. Passman. I believe you are requesting for fiscal 1957 $2.85 mil- 
lion for technical cooperation for Japan. Is there any statement you 
would like to make on that, Dr. Moyer? 
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Dr. Moyer. Yes, sir. The $2.85 million of fiscal year 1957 funds 
requested for Japan will support the continuation of a technical coop- 
eration program begun in April 1955, given largely through a pri- 
vately organized but Government-approved Japan Productivity ben 
ter. Essentially a productivity program, it is designed to aid Japan 
in improving industrial production and marketing techniques, thus 
helping to develop one of the fundamental solutions to its longer-range 
economic problem. The request for $2.85 million—which compares 
with $950,000 in 1956—is intended for the most part to help enlarge 
the program of the Japan Productivity Center so that its services can 
be made available not only to the larger Japanese industries able 
to pay a substantial share of the costs, as was done this year, but also 
to smaller industrialists and labor representatives not able to do so. 

Since this program is relatively new, it would be premature to at- 
tempt to assess its impact upon the Japanese economy. Within the 
brief period of its existence, the Japan Productivity Center has 
strengthened its standing and has established important connections 
with Government, industry, labor, agriculture, and other segments 
of the Japanese economy. Teams of Japanese leaders from industry, 
agriculture, labor, education, and Government have visited the United 
States and third countries; and management seminars conducted in 
Japan have brought strong interest and response. 

In fiscal year 1957 some 40 teams, representing management and 
labor in important Japanese industries, are expected to visit the 
United States and third countries for study in such fields as indus- 
trial machinery, electric power, heavy chemicals, office management, 
industrial research, and marketing techniques. Six-week seminars, 
led by United States specialists, will be held in Japan on such subjects 
as market research, industrial engineering, cost accounting, and sales 
promotion. The program also will finance contracts with two uni- 
versities, to improve basic training in Japan suited to industrial needs, 
and will include attention to problems of upland agriculture and live- 
stock production. 

Mr. Passman. Thank you, Doctor. Off the record. 

(Discussion off the record.) 


UNEXPENDED BALANCES 


Mr. Passman. In the technical cooperation program for Japan you 
had $950,000 for the 1956 program. What is the estimated unex- 
pended balance as of June 30? 

Mr. Mourpuy. On June 30 the unexpended balance is estimated at 
$794,000. We opened the year with $308,000 unliquidated obliga- 
tions from 1955, and added $950,000 for this year. We will d 
$464,000 during the year, which is approximately the level of the 
1955 program. 

Mr. Passman. If you will stick with the figure of $950,000 for 1956, 
you will have unexpended as of June 30, $794,000? 

Mr. Murrnuy. That is the total unexpended balance. 

mr. PassMAN. That is out of the 1956 and prior year appropria- 
tions ¢ 

Mr. Murpny. Yes, sir. 

Mr. Passman. You had $1,450,000 for the program for 1955 and 
1956, and about 50 percent of that will be unexpended as of June 30? 
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oan Moureuy. Yes. The 1956 program is double the size of that 
of 1955. 

Mr. Passman. Simple arithmetic will give me that answer. You 
had $500,000 for 1955 and $950,000 for 1956, giving you a total of 
$1,450,000 for the two years? 

Mr. Mourpuy. Yes. 

Mr. Passman. You will have on hand unexpended 50 percent of 
that total on June 30; is that correct? 

Mr. Moreny. That is correct. 

Mr. Passman. Then how could you justify a request for $2.85 mil- 
lion for 1957? 

Mr. Murpuy. Mr. Chairman, there is another classic example of the 
fact we get a program rolling in one year and if everything goes well 
the second year we get expenditures up to the program level. We 
expect expenditures will be up to $1.261 million during fiscal year 
1957. 

Mr. Passman. You would not think it would be unfair to state for 
the record that all the way through the hearings, for defense support, 
technical cooperation, military assistance, in almost every country, for 
every item you are requesting a larger amount for fiscal year 1957 
than you had for fiscal year 1956, notwithstanding the fact you have 
large unexpended balances? 

Mr. Murrny. That is not true on the nonmilitary side, where our 
total is $1.86 billion. We will spend this fiscal year $1.57 billion. 

Mr. Passman. Which will be less than you are requesting this year ? 

Mr. Mureny. Expenditures. 

Mr. Passman. I am talking about expenditures. I do not know 
how to figure it any other way. 

Mr. Moreuy. $1.75 billion for 1956. 


BASIS FOR INCREASE FOR FISCAL YEAR 1957 


Mr. Passman. Do you think it is necessary to request three times 
as much for Japan for technical cooperation for 1957 as you did for 
1956? Dr. Moyer, would you like to address yourself to that ? 

Dr. Moyer. I would like to state what we have in mind here. Sec- 
retary Robertson yesterday discussed the economic situation in Japan 
and its prospects, with which you are all familiar. We are not 
recommending this year any large amounts of assistance to help meet 
that need, but the fact that Japan will have serious problems a few 
years from now I think nobody questions. In the face of that, what 
should we try to do? We do not think Japan needs a large amount 
of dollar aid, but as the result of the war, having been cut off from 
the West and for other reasons, Japan is not at this moment fully in 
a position to develop in a way whch will make it able, with its own 
efforts, to meet this problem in the long run. 

Therefore, we thought of this device, which has proven very success- 
ful in a number of European countries, of helping them to take steps 
to improve their own productivity and make Japan better able, as 
time moves on, to meet its own requirements. That is the basic 
philosophy. 

Now, why this large increase? We started on a modest scale be- 
cause we knew we could not absorb too much at the beginning. As 
a result of our experience of a little more than a year, we are convinced 
that on the scale we had in fiscal year 1956 we cannot accomplish the 
purpose we have in mind. 
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Mr. PassmMaNn. You could go on on a more or less modest basis, as we 
did in 1955 and 1956, and work this in to what appears to be a long- 
term program ? 

Dr. Moyer. Our sincere conviction is that on that level we will not 
accomplish the purpose we have in mind. 

Mr. cosa Is this money strictly for technicians? 

Dr. Moyer. It is for two general purposes. First, it is to support 
teams of combined labor and management people going to the United 
States and possibly a few other countries. That accounts for a sub- 
stantial part of the funds. The balance is for United States techni- 
clans going to Japan. 

Mr. Passman. There is nothing in this request for insecticides or 
things like that ? 

Dr. Moyrr. No. 

Mr. Passman. It isstrictly personnel ¢ 

Dr. Moyer. Practically all for personnel and for carrying on these 
seminars. 

PERSONNEL IN JAPANESE PROGRAM 


Mr. Passman. How many American personnel do we have in Japan 
assigned to this program at this time ? 

Dr. Moyer. In the 1956 program we have a total of 21 of these tech- 
nicians, and we are planning, with this extension in 1957, a total of 
39, 23 in our regular employ, and 16 on contract. 

Mr. Passman. How many do you have on the rolls in this par- 
ticular program in Japan ? 

Dr. Moyer. On our mission staff ? 

Mr. Passman. On the payroll. How many Americans are you pay- 
ing out of this appropriation ? 

Mr. Murrny. The actual employment on March 31 for United States 
employees is 10, compared to the 13 estimated for the year. On the 
contract side, none of the contract employees had actually entered 
on duty asof March 31. Eight were planned. 

Mr. Passman. How are you able to carry the 21 if you have only 
10 filled ? 

Peat Moyer. The 21 are specialists doing the kind of work I talked 
about. 

Mr. Passman. The 21 and 10 would make a total of 31. 

Mr. Murpuy. On March 31 there were 10 United States employees 
onthe payroll. Eight more were to be on contract. 

Mr. Passman. How many Japanese employees do you have? 

Dr. Moyer. Fifteen, but they are not paid in dollars and who do 
not act in any technical capacity. They merely provide logistic sup- 
port for the mission. 

Mr. Passman. If you do have 39 technicians, I do not see how you 
could spend $2.85 million. 

What is your total program for 1956? 

Dr. Moyer. $950,000. But I did not give the other side of it. The 
other side is participants, those going in the teams. A total of 309 is 
planned for 1956. 

Mr. PassMaAn. 309 personnel ? 

Dr. Moyer. Yes. 

Mr. Passman. Technicians we are going to send to the United 
States ? 
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Dr. Moyer. Yes, over to the United States. 

Mr. Murruy. 309 are coming over the other way. These are Japa- 

nese technicians that would be trained under United States auspices. 

Mr. WiccrEeswortn. Off the record. 

(Discussion off the record. ) 

Dr. Moyer. Let me recapitulate. Take 1956 first. The Americans 
oing over there total 21. The Japanese coming over here total 309. 
nder the 1957 plan, Americans going over there will total 39, and 

the Japanese coming over here will total 392. In addition to that, 
there will be a stepped-up program of information spreading more 
widely the information on these activities. 


NECESSITY FOR SENDING TECHNICIANS TO JAPAN 


Mr. Payyman. In 1955 we had no technicians in that country; and 
it was pretty well understood that with their advanced techniques we 
did not need technicians in that country, but Governor Stassen felt 
otherwise, and I believe we sent our first technicans to Japan in 1955 ¢ 

Dr. Moyer. That was well discussed with the State Department, 
and it was not one person’s decision. 

Mr. Passman. I am not criticizing it, but when we were in Japan 
there was some argument as to whether or not we needed these techni- 
cians in Japan. I want to say for the record I =e what you 
are trying to do. I appreciate the importance of Japan. I think 
everybody on this committee would agree if we lost Japan we would 
lose that area. I think it is extremely important that we keep Japan 
friendly to our country. But it is just a question of whether they need 
this technical cooperation program. If they do, I am sure it will be 
justified before we complete our deliberations. 

Mr. Secretary, would you want to comment on that? 

Mr. Rosertson. Yes, Mr. Chairman. As you know, Japan was at 
war 4 years. During that time all her activities were devoted to the 
prosecution of the war. Many of her industrial plants became ob- 
solescent and she fell behind the United States in technical proficiency. 
This program, as Dr. Moyer stated, is primarily a productivity pro- 
gram to bring the Japanese up to date in modern techniques and to 
help her reach the production efficiency she needs to maintain and 
develop the export markets she must have in order to exist. 

We feel this program is still a modest program. We do not think 
it is an extravagant program. And whose ever idea it was for us to 
help train Japanese technicians and bringing them up to date on 
modern techniques developed while they were out of production, 
we think it was a good one. You are certainly right that in a good 
many fields we can learn from them, but there are many other fields 
in which we can help them. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


IMPORTATION OF JAPANESE TEXTILES 


Mr. Gary. Mr. Robertson, in your opening statement, in discussin 
Japan, you referred to the fact that one of the greatest needs o 
Japan is world markets. We are getting increasing complaints now 
from the textile manufacturers of this country that their business is 
being wrecked and ruined by the importation of Japanese textiles. 
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Japanese textiles, as I understand it, is one of our chief imports from 
Japan. What are we going to do about that situation ? 

Mr. Rosertson. Well, you cannot take one aspect of the situation 
out of the whole. Japan is our best customer for domestic cotton. 
Japan buys from America some 2 to 3 times as much as she sells 
America. I think you would have a hard time proving—I would 
like to say this off the record. 

(Discussion off the record.) 

Mr. Rosertson. The Japanese have voluntarily imposed a quota 
on what they send here. 

Mr. Lannam. Are American industries at the mercy of foreigners? 
You say self-imposed restraints. 

Mr. Roserrson. They have voluntarily imposed quotas on textile 
exports to the United States. But in considering the question of the 
goods that come here from Japan, we must remember Japan buys 
much more from us than she sells us, and she is our best customer for 
domestic cotton. We cannot eat our cake and have it too. What is 
Japan’s market worth to us in terms of what she buys from us and 
what is our market worth to her in terms of what we buy from her? 

Mr. Gary. Off the record. 

(Discussion off the record.) 


JAPAN PRODUCTIVITY CENTER 


Mr. Natcuer. When did the Japanese Productivity Center begin to 
function ¢ 

Dr. Moyer. In 1955. 

Mr. Natcner. Will you file a short statement in the record at this 
point showing the duties and functions of this center? 

Dr. Moyer. Perhaps you would prefer to have a formal statement, 
which I would be very glad to prepare; but, in general, the function of 
this center is to plan and to carry out activities for improving the 
productivity of Japan in its technical management and marketing as- 
pects. That is the general function of the center. It follows the 
pattern which was established in a number of the countries of Euro 
earlier. This program does not follow the pattern of the underde- 
veloped countries, which relates to health, education and similar ac- 
tivities. This is a different type of program. 

(The information requested is as follows :) 


JAPAN PRODUCTIVITY CENTER 
1. BEGINNING OF ACTIVE OPERATIONS 
The Japan Productivity Center began to operate actively in April 1955. 


2. FUNCTIONS 


The center was established to develop and promote a national productivity 
program, to formulate and carry out policies relating thereto, and to implement 
technical exchange projects, compile and disseminate technical information, and 
promote use of the center’s technical services. 

The Productivity Center has formulated a work program for the Japanese 
fiscal year, April 1, 1956, to March 31, 1957, which includes (a) organizing 
teams to visit the United States and Western Europe, (6) planning of seminars 
to be conducted in Japan by United States consultants, (c) exchange of profes- 
sors with United States universities, (@) establishment of a productivity re- 
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search center, (€) direction of an extensive informational program, including 
expanded library facilities and some public exhibitions, and (f)development of 
on-the-job training and cost and technical standards on an industrywide basis. 
yenerally, the center hopes to provide Japanese industry and labor leaders with 
the type of training provided in the United States by our schools of business 
administration and training on the job. The program is patterned after similar 
programs conducted by Western European countries with the assistance of 
mutual security funds, 
3. ORGANIZATION 


The center is a private Japanese corporation established in February 1955, 
under Government sponsorship, to develop and promote a national productivity 
program. It is governed by an all-Japanese board of directors including repre- 
sentatives of management and labor. Policy guidance and coordination with 
the Government are provided by the Japanese Productivity Council, composed 
of representatives of the Government and the center. 

The Productivity Center has its principal office in Tokyo, with branch offices 
in Nagoya, Osaho, Fukuoko and Takamotsu. The center is organized into six 
departments: Administration, planning, coordination, technical exchange, pub- 
lication and information, and international affairs. 


4, FINANCING 


The center operates with United States technical cooperation funds as well 
as with money from indigenous sources. 

United States relations with the Japan Productivity Center and the Japanese 
Government are based on an agreement in the form of an exchange of notes 
dated April 7, 1955, signed by the United States Ambassador and the Japanese 
Foreign Minister. In general, the agreement provides that the Government of 
the United States will pay for, or arrange for the payment of, within the limits 
of available funds, all agreed expenses which require the direct expenditure of 
United States currency; the Japanese Productivity Center will pay for, or 
arrange for the payment of, all other expenses, including international travel 
costs. Also the Government of the United States will make arrangements for 
(a) study and training of Japanese nationals in the United States or third 
countries; (b) sending such technicians and specialists to Japan as the Produc- 
tivity Center may request; and (c) furnishing technical aids, including literature, 
exhibits, and audiovisual aids. 

In the past, the center has had three sources of income other than United 
States technical cooperation funds: (@) Japanese Government contributions, 
(6) private contributions, including fees for services, and (c) Japanese Govern- 
ment loans from Public Law 480 receipts. The Japanese Diet recently approved 
a loan of 1 billion yen from Public Law 480 receipts, at a low rate of interest, 
which the center will loan to participating firms at a higher rate of interest. 
The difference will accrue as net income. The budget of the Productivity Center 
for fiscal year 1955 (April 1, 1955, to March 31, 1956) included a contribution 
of 40 million yen from the Japanese Government, 126.3 million yen in private 
contributions and fees, and 110 million yen made available by the Government 
for loans. 

5. PERSONNEL 


The personnel are all Japanese, headed by a board of directors representing the 
leadership of industry, labor, education, and finance. Forty-five employees are 
in the main office. The number of employees working in the recently established 
regional offices is not known. 


(Discussion off the record.) 


ORIGINAL BUDGET REQUEST 


Dr. Denton. What was the amount you asked the Bureau of the 
Budget for this program ? 

Mr. McGuire. The Bureau of the Budget, for practical purposes, 
made no reduction in our NOA request. There were changes in con- 
tent as it has gone along. I do not consider this program as a static 
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situation. It isan operating inventory. We have made some changes, 
which have been reported. 
Mr. Passman. But overall the Budget gave you what you requested ? 
Mr. McGuire. That is correct. 


JAPANESE ROAD SYSTEM 


Mr. Gary. These general statistics show the road miles per 1,000 
square miles in Japan are 1,800; whereas, in the United States, they are 
1,030. Of course, Japan is a very much more densely populated 
country than the United States, but I wonder what kind of roads are 
included in that computation. Does it mean improved roads, or does 
it mean any kind of roads? 

Dr. Moyer. I am sure that includes all kinds of improved roads, but 
those who have been in Japan know what that means. They are | 
usable the year around, but many of them are pretty poor roads. But 
they are improved, so that, in general, they can be used the year 
around. 

Mr. Gary. You would not say their road system is superior to the 
United States? 

Mr. Ropertson. We would not consider a lot of them as roads at all. 


RATE OF MILITARY EXPENDITURES 


Mr. Taper. You have three times as much to spend as your expendi- 
tures in 1956 and, with the $———— more, you will have 4.5 times, 
indicating that you will have from July 1 approximately a pipeline 
of 4.5 times. 

That sounds pretty liberal for even your extensive lead time re- 
quirements. 

. Mr. MoGoms. Are you addressing your question to the military 
ures ? 
ae. Taser. That is right. 

Mr. McGumre. As I pointed out, this is a relatively new program 
and I think the figure of expenditures for 1956 is misleading as a 
comparative figure. As you will see, the expenditure figure for 1955 
is $———— and it is beginning to come up. I know our requirements 
are substantially more than that for next year. The military depart- 
ments were supplying the military equipment to Japan and Korea 
prior to 1956. 

Mr. Tazer. Yes. 

Mr. McGvire. In addition to that, we cannot take the unexpended 
balance as of June 30; we must remember that that in itself is in one 
form of material. The form of material we are asking for, as I previ- 
ously pointed out, is long-lead-time items. We are talking about 
being able to get out at a certain point with the bread and butter 
coming together as we need it. 

Mr. Taser. But you go over into these other pages and you are 
running into a eaaliatable number of things. 


Mr. McGuire. Let us examine the Army program. In the Army 
program there is practically nothing in the form of equipment. There 
is certain equipment undelivered. For example, in tanks, there is 
a quantity undelivered as of February 29; there are some tanks in 
there as an attrition factor. And it runs much the same way all the 
way down. 
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Mr. Taser. On that first page, there is nothing of a long-term 
nature. 

Mr. McGuire. I would like to point out to you the Navy program, 
at the bottom of the first page. There are certain warships unde- 
livered; there are others going into the program. I believe that the 
warships undelivered were procured in 1955 and will be delivering 
sometime at the end of next year. The other warships going in there 
will not be delivered probably until late 1959. 

When you look at the the balance of the Navy program, covering 
aircraft, the quantities in the program, with the exception of the patrol 
aircraft, are in the unexpended funds picture. From the 1956 pro- 
gram there are certain patrol aircraft from an earlier program. So 
the aircraft from the earlier program will be delivered sometime this 
vear. The balance of the attack type will be delivered about a year 
Jater. The quantity we are putting into the program this year, which 
we have advance funded, will be available in 1958. So you get a timing 
spot on deliveries in here on capabilities, 

When you get down to the Air Force phase of this program, there 
are substantial quantities of Air Force items—planes practically en- 
tirely—in the unexpended balance. Those planes were out of the 1955 
program. They will be coming along and will be delivered in 1957 
and early 1958. 

The other aircraft which we are ordering to follow on those in 1957 
would be coming along in late 1958 and 1959, 

It seems to me when you analyze the materiel detail here, you have 
a pretty well-integrated program, particularly in view of the fact 
that primarily the 1957 request is for long-lead-time items. 


MILITARY PRODUCTION IN JAPAN 


Mr. Taser. Japan used to be able to build almost anything of that 
character. 

Mr. McGuire. Which character is that, Mr. Taber? 

Mr. Taser. Aircraft and that sort of thing. 

Mr. McGutre. Japan is making some forward strides in the matter 
of aircraft production. We are working closely with the Japanese 
aircraft industry, and they have a plan which I think will be success- 
ful, whereby they feel that at the end of 5 years they will have an 
industry that has a broad stature. But, as of the present moment, 
there is no Japanese aircraft industry to amount to much. What they 
are doing over there as of today is really assembling aircraft. I 
believe, under a license arrangement with North American, they are 
assembling parts that we ship to them. However, they do not have 
capabilities they once had. There has been a very substantial advance 
in design and production methods of aircraft. 

Mr. Taser. Take a lot of these things in the Army picture. Of 
course, these are not much in dollars; but, take ammunition: there is 
nothing in there but what they can make; is there ? 

Mr. McGutre. Yes, sir; there are some things. I am sure they 
could make them during a future period of time. 

Mr. Taser. They could make caliber .30 cartridges, or caliber .50? 

Mr. McGuire. That is correct. 

Mr. Taser. Without any trouble, and they could also make—— 
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Mr. McGuire. A small part of that is through offshore procurement 
on smal] arms ammunition and I think also on the 3.5 inch rocket. In 
fact I know they are making a rocket. 

Mr. Taser. What are these new things in this program that were 
not in the other one—or are not we supposed to get that? 

Mr. McGuire. I will give you any information you want. 

First of all, I explained to you the Army phase of the program. 
Are you addressing your remarks to Japan ? 

Mr. Taser. Yes. 

Mr. McGurer. I have covered warships and aircraft which amount 
to practically the entire Navy part of the program. I have covered 
the aircraft in the Navy and Air Force programs. 

Mr. Taser. Those are new items? 

Mr. McGuire. Yes, sir. The Navy aircraft, as I pointed out, is an 
item we have advance funded. The Japanese Soll have no capa- 
bility to make that aircraft or even assemble it now. The Japanese 
are not as advanced in the field of electronics as we are. They are 
anxious to get into that field, but do not have the capabilities at the 
moment. That item, as I told you, we have funded in advance. 

I think the problem of comparison is a good one, but I think it 
must be borne in mind that the expenditure figure is not necessarily a 
true comparison of the actual rate of the program. It is the require- 
ments that build up as the program begins to roll. 

A good example of that would be Taiwan where deliveries are about 
equal to the fiscal year 1957 request. 


EXPENDITURES IN 1957 


Mr. Taser. What do you estimate your expenditures will be in 
1957 in Japan ? 

Mr. McGuire. I do not have it broken down that way. 

Mr. Taser. Do you have an overall figure ? 

Mr. McGutre. Yes. Worldwide we estimate $2.7 million as the 
minimum with a target of $2.9 million. It will be somewhere within 
that zone, and that will be substantially shy of our requirements. Our 
requirements, as stated from the field, show we have a deficiency to 
start off the year with of $2.3 million and requirements of $2.2 mil- 
lion. So we have total requirements of $4.5 million against our esti- 
mated delivery, taking the maximum target figure of $2.9 million. 
So we will not meet our requirements as it stands. 

In part, that comes about from the decision where they asked for a 
judgment figure last year on a minimum basis. 

Mr. Lanuam. I did not understand that last statement. 

Mr. McGuire. I testified that Mr. Hensel last year, in presenting 
the program to this committee and other committees, presented a 
figure which he indicated was more or less a judgment figure. He 
stated at that time that he was reevaluating the requirements of 
the program and was deliberately marking time to take an inventory 
of the situation. He further stated at that time that he anticipated 
the probability that the requirements would be substantially larger 
than indicated by the request he was making. And that is actually 
what happened. So, when you compare last year’s figures against 
this year’s figure, it is true that this committee only cut, in net, $85 
million from the request of the Department of Defense; but the pre- 
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diction of the request: was on a marking time basis to take an inventory 
and find out where we were headed. I think it was a very fine thing 
that they did find out. However, in allocating the funds, there was 
no illustrative program. no detailed program of requirements by 
country used last year. That is why we were able to do it. You do 
find substantial increases, and the amount of the increase of what we 
will spend in those countries this year is in part brought about by 
going back into the inventory structure where we have enough mate- 
rial to maintain a continuous flow of deliveries to meet requirements. 
But obviously when we expended this year $2.2 billion and put in $1 
billion, we took out of the program. 
Mr. Lannam. Thank you, sir. 


NEED FOR SENDING TECHNICIANS TO JAPAN 


Mr. Taser. I do not understand why it is necessary to send over to 
a highly intelectual group like the Japanese a large number of tech- 
nicians for training. It would seem as if you could get along without 
very much of that and they could get along and develop these things 
on their own initiative. 1 just do not understand why you have to 
have that technical assistance. There might be some one little thing, 
but it looks to me like there were a good many things, like this china 
business, where they could teach us how to do things fully as well as 
we could teach them. 

What do you have to say about that? 

Dr. Moyer. I think the main question is what we want to do now 
to help prepare against a possible future. We know there are big 
problems ahead in Japan when the United States spending for other 
purposes declines, as it almost certainly will. It is true in certain 
fields that Japan can teach us; there is no question about it. Some 
examples have been mentioned. It also is true that in many other 
fields Japan has lagged behind both in techniques and production, in 
management and in marketing, and it is in these fields in which they 
themselves are welcoming this assistance that we are trying to give 
them. It is not in what they already know and in which they might 
be able to teach us, but in areas where they have lagged behind; and 
they themselves are welcoming the assistance. 


TERMINATION OF AID TO JAPAN 


Mr. Gary. Mr. Robertson, what do you consider the long-range 
prospects of Japan? In other words, how long, in your estimation, 
will this aid to Japan have to continue, approximately ? 

Mr. Ropertson. Keep in mind that with the exception of this small 
amount of money for training technicians we have no economic aid 
program in Japan. The money we are spending in Japan is for mili- 
tary purposes. And if we did not spend it on the Japanese forces, 
we would have to spend it on our own forces; because we have the 
responsibility—almost the full responsibility—of defending that area 
from aggressive action by the Communists. 

Now, going back to your questions awhile ago, Mr. Denton, Japan 
has been kept afloat economically by our large expenditures there, our 
offshore procurement program, and the expenditures of our troops. 
We are gradually reducing our forces there and trying to encourage 
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the Japanese to build up their forces to the minimum necessary for 
their own defense. 

Mr. Denton. What did they do before the war—trade with China? 

Mr. Rozertson. Before the war they had all of Manchuria, which 
is one of the richest areas in Asia; a source of cheap raw material 
which they could direct to Japan. They also controlled a large part of 
north China. They had Korea, and they had Formosa. 

Mr. Denon. I just got through looking at the Korean program. 
That is a liability now, though. Before Japan had Manchuria they 
~~ self-supporting and made great strides, possibly because of their 
trade. 

Mr. Rogserrson. They had a source of cheap raw material, which 
was essential to their economy. Everything we are doing in Japan 
is trying to look forward to the future when we can get out of Japan. 
I do not wish to speak for the military, but there has been a gradual 
reduction of our military forces in Japan. Our expenditures in Japan 
have been going down each year and they will disappear ultimately. 
The money we are spending in Japan under this program is to help 
Japan train forces for its own defense. I think we are now helping 
with an army of about 150,000 men. And these funds we are spending 
in building a military force for the defense of Japan are funds which, 
if we did not spend on their forces we would have to spend on our 
own. 

Mr. McGuire. I would also like to add that General Lemnitzer 
pointed out just what Secretary Robertson has pointed out in that 
what we are doing is building a Japanese force that will relieve the 
burden on us. He also pointed out that it was much cheaper to support 
Japanese soldiers than it was to support our soldiers over there. So, 
in that area, we represent a net saving in our overall budget for the 
defense. 

Mr. Denron. We have not decreased our own Armed Forces very 
much since the building up of the Japanese force, have we? 

Mr. McGuire. The force we are building up is not a really finished 
force; it is in process of being built up. You must remember that. 
You can set forth the objective of building up these forces, but it takes 
time to build them up. 

You know when the Japanese Army came into being, Mr. Secretary # 
It was within the last 2 or 3 years; was it not? 

Mr. Rozertson. That is right. But we have had, as I understood it, 
a substantial deployment of our forces out of Japan. 

Mr. McGume. That is correct. 

Mr. Rozerrson. We are in process of doing that now and have now 
reduced our forces in Japan if I understand correctly, down to what 
is necessary for the logistical support of our other forces in the Far 
East; not just those in Japan. 

Mr. McGuire. That is correct. It is a new force, it has the capability 
of being as efficient a force as our forces and is doing a very good job 
in that respect for us, and it is cheaper doing it this way. 

Mr. Rosertson. The point I want to sceittindied is that the money 
we are spending on the Japanese forces is not being spent just for 
Japan. If we had no interest in the defense of the area; did not have 
large responsibilities there of our own, we would certainly be recom- 
mending not that you spend $——— million in Japan. But, as Mr. 
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McGuire pointed out, it is cheaper doing it this way than if there 
were no Japanese forces and we had to assume all the responsibilities 
of defense just with our own forces. 

I think we have to consider that a large part of this program, 
certainly the military part of it, is really for our own selfish—intelli- 
gently selfish, I hope, for our own selfish interest. 

Mr. Taser. We have no item in here for defense support, so the 
Japanese are taking care of paying their own troops? 

Mr. Rosertson. That is right. We have no economic program for 
Japan, except the small technical assistance program you were speak- 
ing of. 

. NECESSITY FOR SENDING TECHNICIANS TO JAPAN 


Mr. Taner. It sounds kind of silly to me to be sending technicians 
over to Japan which, to be perfectly honest, in a good many ways is 
more advanced than we are. And I think they are smart enough to be 
all the way smart. 

Mr. Rosertson. They are smart; they are good technicians, and in 
some fields, as in the manufacture of china you referred to, they can 
teach us a good many things. But I think you would agree that in 
many fields they are behind us due to the fact they are not acquainted 
with all the modern techniques for efficient production developed by us 
during and after the war years. So that, as Mr. Moyer mentioned, 
these programs are trying to help the Japanese build up their indus- 
trial efficiency so that when we get out and they no longer have the 
benefit of our large dollar expenditures and they are really on their 
own they will not have so hard a time keeping their economy afloat. 

Mr. Taper. That is all I have. 

Mr. Fenton. Off the record. 

(Discussion off the record. ) 


NAVAL BUILDING PROGRAM IN JAPAN 


Mr. Fenton. Japan is quite an industrial area. I notice that we 
have delivered quite a number of vessels of all kinds to them. 

Are the shipyards in Japan doing any of that work for us? 

Mr. McGuire. I think that they are, sir. That is done under the 
offshore procurement program. 

They are also building a lot of ships that we are not supporting, so 
from the point of view of the question you asked, Doctor, they have a 
naval building program which they are supporting themselves and we 
have an auxiliary which we are assisting them in. 

Mr. Fenton. We are assisting them in their naval program? 

Mr. McGume. That is correct; yes. 


IMPORTS EXCLUDED FROM JAPAN 


Mr. Fenton. During the hearing this morning I read some of the 
justia ents Wie I would like you to comment on, Mr. Secretary. 


Japan prohibits the importation of certain lines of manufactured 
goods. Can you enlighten us as to what they do not allow to come into 
their country from other countries? 

Mr. Rosertson. I would like to submit it for the record, if I may, as 
I do not have that information. 
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IMPORTATION OF COAL 


Mr. Fenton. Do they, for instance, prohibit the importation of 
coal into their country ¢ 

Mr. Rosertson. No, sir, indeed they do not. ‘They have no coal and 
they have to import all of their coal. 

Mr. Fenton. I would very much appreciate knowing what they do 
prohibit from being imported. 

Mr. Roserrson. I will get that information for the record. 

I would like to say in relation to your question, as I stated here 
yesterday, and I do not think you were here when we were talking 
about that aspect of the Japanese economy, that they have to import 
practically all of their raw materials, and about 22 percent of their 
food, and, normally, except for our expenditures there they would 
have a large unfavorable trade balance. So, they have improved their 
position not allocating foreign exchange for imports which were con- 
sidered to be luxuries and are not necessary for their economy. They 
have very limited foreign exchange reserves on account of their hav- 
ing to import such a large part of their requirements and, therefore, 
they have tried to restrict those reserves to the things that they need 
rather than for luxuries, a program of which we of course highly 
approve. I do not know what the categories are; actually the things 
they have put on the prohibited list, but I will get the information for 
you. As I said before, sir, as far as the United States is concerned, 
Japan buys from us about three times what we buy from Japan. 

If you will let me insert the information in the record, I will do so. 

(The matter referred to may be found on pp. 580 and 605.) 


TEXTILE INDUSTRY IN JAPAN 


Mr. Rosertson. Referring to a question which Congressman Lan- 
ham previously asked about the textile situation in Japan, these are 
figures supplied by the Federal Trade Commission. 

The value of sales in the textile industry as a whole in this country 
in 1954 was $11,700 million. In 1955, it was $13,300 million. In 1954, 
the net profits after taxes were $114 million. 

In 1955, the net profits after taxes were $346 million or an increase of 
nearly 200 percent in 1955 over 1954. 

Now, in 1955, we imported 133 million square yards of cotton tex- 
tile cloth, 100 million square yards of which came from Japan. 

The total imports of 133 million square yards of textiles represented 
less than 114 percent of our own production, and in that same year, 
1955, we exported 542 million square yards of textiles. 

Mr. Lanuam. But the GATT agreement went into effect in 1954 or 
1955, and the whole picture has changed since then as a result. 

Mr. Rosertson. I am going to get you the figures 

Mr. Lannam. According to the articles I handed you, the imports 
are 183 percent higher than in the same quarter last year. 

Mr. Roperrson. I have read this article which you handed me. I 
think that is just one aspect of the picture. As I stated to you, I 
think the textile industry as a whole enjoyed greater prosperity last 
a and according to these figures, profits were up 200 percent over 
1954. 

Mr. Lanuam. But they are not this year. 
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Mr. Rosertson. I think we can get you the figures for first quarter 
1956 before we close the hearings. 

What I wanted to emphasize is that there has been a lot of changes 
in the industry with nylons, rayons, dacrons, and the like competing 
with the old cotton textiles, and it is true that many marginal mills 
have not been able to meet the competition from these synthetic fibers 
and the competition of our own mills equipped with modern ma- 
chinery. 

You gentlemen here who have the responsibility will I think want 
to go fully into this because many of the problems are not related to 
Japan. If imports from Japan represent less than 114 percent of 
total production you can’t put all the blame on Japan. 

Mr. Lannam. Of course, the present Japanese competition is the 
straw that is breaking the camel’s back. We are going to destroy our 
American textile industry unless we do get some relief. Every week 
we read that more mills are closing. A few weeks ago, one closed 
in the North and one in the South, and in this past week, I see where 
another textile mill closed. 

Mr. Rosertson. Is that because the industry itself has changed, or 
because of Japanese competition ? 

Mr. Lannam. They claim it was due to Japanese competition. 

Mr. Ropertson. I think it is both. I do not think it is Japanese 
competition that is the overriding factor. It may be a factor. 

Mr, Lanuam. It certainly is a major factor. 


DEVELOPMENT OF COAL MINING IN JAPAN 


Mr. Fenton. Through this committee, mutual aid was given to 
Japan to develop their mines. Is there still any money going into 
developing of their coal, coal mining, particularly ? 

Mr. Rozertson. That is, in Japan? 

Mr. Frenron. Yes. 

Dr. Morerr. According to my information, none of this assistance 
applies to mines. We are helping in the manufacturing and general 
industrial field. I do not think that any of these teams or seminars 
relate to mining in Japan, 

Mr. Fenton. The reason I asked that question is because I believe 
the Secretary said that they were importing all of their coal into 
Japan. 

Mr. Rosertrson. I think you are correct and that I am incorrect, 
that they do not import all of their coal. I think they import a large 
part of their coking coal. 

Mr. Fenron. Would you supply for the record the amount of coal 
produced by Japan and the amount of imports of coal, and from what 
countries they import it? 

Mr. Rosertson. I will, sir. 

(The information requested may be found on p. 580.) 

Mr. Fenton. Thank you; that is all. 

Mr. Forp. Can you give us for the record the recommended obliga- 
tional authority that you are requesting for the Army part of the 
military in the fiscal year 1957? 

Mr. McGutre. I do not have that figure for the Army here. I can 
get it for you this afternoon. Are you referring to. Japan ? 

Mr. Forp. I am referring to Japan. I think it is on page 111. 
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Mr. McGuire. I am sorry ; I misunderstood you. 

For Japan we are asking for $——— new obligational authority. 
However, I should state for the record that we have created savings 
in the program. 

Mr. Forp. I asked more specifically for the Army portion. 

Mr. McGuire. The Army portion of that is $————. 


FUNDS REQUESTED FOR SUPPORT OF JAPANESE ARMY 


Mr. Forp. How much do you expect to expend in the fiscal year 1957 
on the Japanese program for the equipping of their army? 

Mr. McGuire. I do not have that figure in that form here, sir. 

Mr. Forp. Could you give us a general estimate? I am just going 
to use this for comparative purposes, so any general estimate which 
is reasonably accurate would be helpful. 

Mr. McGuire. I would guess we would spend somewhere between, 
around $10 million to $13 million. 

Mr. Forp. That is for the purpose of supporting a specified num- 
ber of Japanese armed forces in the fiscal year 1957? 

Mr. McGutre. Yes, sir. 


PER CAPITA COST OF UNITED STATES ARMED FORCES 


Mr. Forp. I think it has been testified in the Department of the 
Army hearings for our. own Army that the average per capita cost 
per annum, worldwide, is slightly over $6,000? 

Mr. McGuire. During the fiscal year 1956 it is $6,600. 

Mr. Forp. Which includes not only pay, clothing, and food, but 
also equipment in the maintenance and operations account, such as 
guns, trucks, ammunition, and so forth. 

(Statement off the record.) 

Mr. McGutre. Yes, sir. 

Mr. Forp. It seems to me on the basis of those figures, which un- 
fortunately must be off the record, it is a pretty good return in dol- 
lars alone, plus the fact that we do not have to draft or recruit an 
equal number of American boys to do the job which our military 
people believe is essential for the people of the United States. Is there 
anything wrong with that reasoning? 

Mr. McGuire. No; I do not think that there is. We were discuss- 
ing that earlier and I have some more detailed information on that. 

What you are pointing out is very true, Mr. Ford. As we are with- 
drawing our forces, the Japanese are 7 along and replacing 
them, and saving us from the expenditure of having to do that our- 
selves. 

UNITED STATES FORCES IN JAPAN 


Mr. Forp. I think the record will show that 3 years ago we had 
ground forces, including Army forces and Marine forces, to the extent 
of, I believe, 3 divisions in Japan. 

Mr. McGuire. That is about right. 

Mr. Forp. At that time the Japanese had no ground forces of any 
consequence and they had approximately 100,000 individuals set up 
in what was then called a police organization, or whatever term they 
used. 

Mr. McGurre. Yes, sir. 
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Mr. Forp. Since that time almost all of our ground forces have 
been redeployed to more strategic locations for the defense of the 
United States and what was formerly our Armed Forces responsibility 
in Japan has now been taken over by these new Japanese ground 
forces. 

Mr. MoGutre. Yes, sir. That is correct, 

Mr. Forp. And it is anticipated with the program we have before 
us that these Japanese ground forces will fill that void caused by the 
redeployment of United States ground forces? 

Mr. McGuire. That is the purpose of the program and why it is so 
important not to interrupt it, so that it can continue on its planned 
basis, and we can deploy our troops as we have planned. 


EXCESS MILITARY EQUIPMENT DONATED TO JAPAN 


Mr. Forp. Do you have any idea how much in excess military equip- 
ment has been donated by the United States in this program ? 

Mr. McGume. As far as this program is concerned ¢ 

Mr. Forp. No, I mean the total from the beginning up to the last 
time that excess equipment was donated. 

Mr. McGuire. We have programed $———— of which $———— has 
been delivered and there is an additional amount which we turned over 
to the Japanese forces from our own forces before this program got 
underway. 

Mr. Forp. That was United States Army, or Army, Navy, and Air 
Force equipment ? 

Mr. M uaa United States Army primarily, some Navy, and 
practically none for the Air Force. 

Mr. Forp. And that equipment was donated without any cost to 
this program ? 

Mr. McGuire. Yes, sir. 

Mr. Forp. That equipment is in their hands now? 

Mr. McGuire. Yes, sir. 

Mr. Forp. The equipment which you are now procuring and intend 
to procure for this program for the Army is in what category? I 
am speaking of whether it is excess from our mobilization reserve or 
whatever category you term it. 

Mr. McGuire. There is no excess in this figure in equipment itself 
for the Armed Forces. The previous figure I indicated has a training 
factor. There is no equipment contemplated in the program for the 
Army, except the type of equipment which is currently being supplied 
to our own troops. 

Mr, Forp. Is it in the category where our forces have used it for a 
limited period of time? 

Mr. McGutre. Yes, some of it will fall into that category, but 
actually there is very little of what would commonly be called basic 
equipment. There are some attrition items included. For example, 
tanks, tank recovery vehicles, and tractors. It is primarily attrition 
items to replace items which have worn out, or destroyed, or used up 
in the training operations. 

The major parts of the program would fall into spare parts to 
maintain the equipment that is there. One could say, as far as the 
Army program is concerned, it is purely a maintenance program to 
maintain our investment that we now have there. 

78669—56——87 
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FOREIGN MILITARY PERSONNEL IN THE UNITED STATES FOR TRAINING 
PURPOSES 


Mr. Forp. On a worldwide basis, do you have any idea how many 
foreign national military personnel it is contemplated will be brought 
to the United States under the fiscal year 1957 program for training ? 

Mr. MoGutre. We have that figure, Mr. Ford, if you would give me 
time to get that out on worldwide, or could we supply it this afternoon ? 

Mr. Forp. Yes; youmay supply it this afternoon. 

Mr. McGetre. I may have it right here in detail. 

Mr. Forp. I would like to emphasize again, if I might for the rec- 
ord, that for these defense forces in the Army category only, if we 
had our own forces there the figures show that it would cost us on an 
average about $990 million a year; is that correct ? 

Mr. McGuire. Yes, sir. 

Mr. Forn. And by handling it in this way, in cooperation with 
and in conjunction with the Japanese, it will cost us far less in dollars? 

Mr. McGuire. That is correct, sir. 

Mr. Passman. Mr. Ford has made a very excellent record by 
comparing the expenditures required to maintain a United States 
soldier and a Japanese soldier in Japan. Of course, our soldiers are 
the highest paid in the world, are they not? 

Mr. McGuire. Yes, sir; I think that is commonly conceded. 

Mr. Passman. Assuming it is our responsibility to defend all of 
these nations all over the world, then it would be advantageous to 
us to use the soldiers in those countries rather than to transport our 
own soldiers into those countries. I think the record should also 
indicate, so that this committee and the people reading the record 
will realize it, when we are maintaining American soldiers abroad 
we have them under our discipline and control, whereas if the soldiers 
that we are training in these lands should decide overnight that they 
do not want to have anything else to do with us, that would be their 
privilege. 

Mr. McGuire. That is always a possibility. 

Mr. Passman. It is their privilege. If they want to say, as of 
today, we are no longer on your side, then we would have enemies rather 
than allies. 

Mr. McGuire. Certainly these men are not paid by us. 

Mr. Passman. Assuming it is our responsibility to furnish the 
money to train soldiers in many of the nations of the world, if they 
are willing to work for less salaries and with less in the way of 
accommodations, then, of course, it saves the American taxpayers 
money. There is a question, however, if it is our responsibility to 
furnish the money to train these soldiers, as to what the situation 
would be, due to lack of control over them, if they decided that they 
did not want to have anything else to do with us. 


CONSTITUTIONAL PROHIBITION AGAINST ARMED FORCES 


Mr. Hann. To what extent, if at all, does the Japanese Constitu- 
tion inhibit or restrain their maintenance of armed forces? 

Mr. McGuire. Secretary Robertson, do you want to answer that 
question ? 

Mr. Rozertson. I am sorry, Congressman, I did not hear you. 
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Mr. Hanp. To what extent, if at all, does the present Japanese 
Constitution inhibit or restrain their maintenance of armed forces ! 

Mr. Rozerrson. Under the present constitution, they contend that 
they are prohibited from building up of armed forces, other than what 
is necessary for the maintenance of internal security. 

Mr. Hanp. Is their contention based, do you think, on a proper 
interpretation of the constitution ? 

Mr. Rozerrson. Yes, I think it is. We would like to see them amend 
the constitution to permit creation of forces for defense purposes. 
Mr. Hanp. We imposed that constitution on them, did we not? 

Mr. Rosertson. We did. 
(Discussion off the record. ) 
Mr. Passman. We will recess until 2 o'clock. 


AFTERNOON SESSION 


Mr. Passman. The committee will come to order. 

Mr. Wigglesworth, do you have any questions on Japan? 

Mr. Wiccteswortu. I do not want to detain the committee unduly 
on Japan. 

I would like to ask this. Colonel, I understand that the defense 
forces in Japan now number about : 

Colonel Crrrz. That is correct, sir; ground forces, 

Mr. Wiceieswortn. Is there any increase contemplated in fiscal 
1957 ¢ 

Colonel Crirz. Yes, sir, there is. 

Mr. WiaeLeswortu. That is over a 5-year period ? 

Colonel Crrrz. Yes, sir, until 1960. 

Mr. WicciteswortH. What do you expect them to have in ground 
forces in 1957 ? 

Colonel Crrrz. May I give you the figure off the record? 

Mr. Forp. In fiscal 1957? 

Colonel Crirz. By the end of fiscal 1957. 

Mr. Wiccieswortu. That means about a 12 percent increase, 

Colonel Crirz. Yes, sir. 

Mr. Wiceieswortu. That is, as compared to 1956. This very 
large increase in military assistance as compared with the current 
fiscal year is another example, I assume, of where we marked time in 
1956 pending Mr. Hensel’s investigation ? 

Colonel Crrrz. That is correct, Mr. Wigglesworth, in addition to 
the fact, as Mr. McGuire mentioned this morning, that this is a 
relatively new program and that the military departments from 
their own resources gave to Japan equipment which was sufficient to 
meet their initial requirements. This was primarily in the ground- 
force requirements. 

Mr. Wieaieswortu. When was that given ? 

Colonel Crrrz. Sir, the last was delivered or will be delivered dur- 
ing fiscal 1956. 

Mr. Wiceteswortu. How much will have been delivered in 1956? 

Colonel Crrrz. Mr. Wigglesworth, that is the figure that we were 
referring to this morning that we would like to furnish to you as the 
military department’s expenditure for Japan this year. We did not 
have it with us. 
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Mr. Wiccteswortu. Very well. Either on or off the record, is this 
division figure the maximum that we think Japan should have? 

Colonel Crrrz. No, sir; we think that eventually they must have 
a greater capability than that but we believe they can handle it through 
a reserve system which they have not as yet been able to start. 

Mr. Wicctesworrn. Is the failure to move more rapidly on the 
part of Japan due to economic conditions or antiwar sentiment or 
constitutional prohibition or what is the explanation? 

Colonel Crrrz. In my opinion there are several factors, one that 
Secretary Robertson mentioned this morning, the constitutional pro- 
hibition. In addition there was this sentiment of being dominated 
by the military so long that there was an antimilitary feeling. This 
is gradually being overcome, and we thing probably at the end of 
this present 5-year plan, now in operation, they will be able to go 
ahead a little bit stronger. 

Mr. Secretary, would you care to add anything to that? 

Mr. Rozserrson. No. I think it is a combination of all three of 
the things the Congressman mentioned. I think it is the constitu- 
tional prohibition—— 

Mr. WiecteswortH. Which limits military forces to defense forces; 
is that right? 

Mr. Ropertrson. The actual language is in article 9 of the Japanese 
constitution. We were talking about it this morning. The actual 
language reads: 

War as a sovereign right of the nation and the threat or use of force is forever 
renounced as a means of settling disputes with other nations. 

The maintenance of land, sea, and air forces, as well as other war potential, 
will never be authorized. The right of belligerancy of the state will not be 
recognized. 

In view of this prohibition, what the Japanese have done has been 
from the standpoint of building forces for maintaining internal order. 
But it is obvious from the unequivocal language of the constitution 
that they must amend their constitution before they can legally and 
constitutionally create any substantial military forces. 

Mr. Wiccieswortn. Do you think the possibility of that action 
being taken is better than it has been? 

Mr. Rosertson. Do I think the possibility of their taking it is 
better than it was? 

Mr. WiccteswortH. Yes. 

Mr. Rosertson. I think there is a growing feeling that as we 
redeploy our forces they must assume a greater responsibility for their 
own defense. They do, as Colonel Critz indicated, apparently have a 
very deep-seated fear of the militarists getting in control again. 
Also they have their own budgetary problems. 

Leaving out our offshore procurement and the spending of our 
forces, they have had large deficits in their trade balances over the 
last number of years. It was about $700 million in 1952, $1.1 billion 
in 1953, and last year it was about $400 million. Largely those deficits 
have been offset by our own spending but this spending is getting 
less and is of a temporary nature. Ultimately it will fade out. 

Mr. Forv. This program which we are supporting for the Japanese 
internal security forces does not contemplate any program which is in 
violation of the Japanese constitutional provisions you just quoted ? 

Mr. Rosertson. That is right. 
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Mr. Forp. This program conforms to the requirements of that con- 

stitutional provision ? ; 
Mr. Rozertson. It is interpreted as conforming to the constitution. 
Mr. Passman. Off the record. 

(Discussion off the record.) 








ECONOMIC ASSISTANCE 










Mr. Wiceieswortu. One other question. From the economic stand- 
point, there is an amount in here under technical cooperation. It is 
$2.850 million. It is about three times what we apparently are pro- 
viding in the current fiscal year. 

What do you foresee in the future as far as economic assistance is 
concerned? Is this going to increase or not ? 

Mr. Rozertson. With the exception of that technical assistance pro- 
gram, $2,850,000, we have no direct economic assistance program in 
Japan. 

Mr. Wiccteswortu. I realize that. 

Mr. Rosertson. We do not contemplate any. 

Mr. Wicerteswortu. I got the impression that very little, if any, 
economic aid was necessary under present conditions. We were told 
that in fiscal 1955 there had been tremendous improvement all along 
the line in terms of industrial production, agricultural production, 
employment, exports, balance of payments, wages, savings, sales, 
stocks, and so on which all showed very substantial increases, and we 
were told that progress over the last 5-year period was even more 
striking. If that progress is to continue or even remain as it is, it 
would seem to me that it would pretty much rule out the necessity of 
economic aid and that it would also be reflected in terms of what Japan 
can do for itself in building up its internal defense force. 

Mr. Ropertson. Japan has made remarkable improvement in the 
last few years cutting her trade deficit balance from $755 million in 
1952 down to $466 million in 1955. 
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BALANCE OF PAYMENTS 


Mr. WicerEswortu. The balance of payments is favorable; is it not? 
It looks like a $160 million favorable balance. 

Mr. Rosertson. It is a minus. For 1956 it is estimated at minus 
$539 million. 

Mr. Wiceteswortn. For the balance of payments? 

Mr. Ropertson. No, the budget. The trade balance of payments for 
1955 was minus $466 million. That was offset 

Mr. WiceteswortH. That is for the trade balance. 

Mr. Rosertson. Yes, sir. 

Mr. Wiaeteswortu. If we take the balance of payments it is ap- 
parently favorable to the tune of $160 million. 

Mr. Ropertson. That was due to United States expenditures there. 

Mr. Wiceieswortu. Those are still a material factor, are they not ? 

Mr. Ropertson. Yes, sir, but they will be a declining factor. We 
agree that Japan does not qualify for an economic aid program under 
these conditions, and that is the reason one is not recommended. The 
technical assistance program which we are recommending is purely 
for technical assistance and the training of technicians, as Dr. Moyer 
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has already explained here this morning—if you want him to elabo- 
rate on that, he will. 

Mr. Wiaerrswortu. I do not think that is necessary. I think that 
is all, Mr. Chairman. 


WORLDWIDE TRAINING PROGRAM 


Colonel Crrrz. May I insert one thing in the record that Mr. Wig- 
glesworth asked this morning ? 

Mr. Passman. Yes. 

Colonel Crirz. The number of training spaces. 

Mr. Passman. Yes. 

Colonel Crirz. The total training spaces are 22,909, of which 16,241 
will be in the United States and 6,668 overseas. 7 

Mr. Passman. Thank you. 

Mr. Ropserrson. Mr. Chairman, I would like to supply for the 
record some of the information requested this morning relative to 
Japan. 

Mr. Passman. Is it your purpose to insert it or do you want to read 
it into the record ? 

Mr. Rozerrson. I would like to read it for the record. 

Mr. Passman. The reason I mention that is because we have a ver 
long, heavy schedule, and we cannot possibly finish before 8 duloek 
tonight without adjourning. If we do what we set out to do we will 
finish this part of the world. We have Mr. Whitten coming in at 
4 o’clock, and then we will listen to the other outside witnesses. We 
are still working the afternoon of May 31 according to this schedule. 

Mr. Wiaeteswortnu, Off the record. 

(Discussion off the record.) 


JAPANESE PRODUCTION OF COAL 


Mr. Roperrson. First I would like to eat crow with Dr. Fenton 
over there. The Japanese production of coal in 1955 was 42,400,000 
metric tons. Japanese imports of coal in 1955 were 2,862,000 metric 
tons; 2,364,000 of bituminous coal was imported from the United 
States, 118,000 tons from mainland China, 54,000 tons from the Sak- 
halins and Kuriles, other U. 8. S. R. in Asia 31 000 tons, Australia 
10,000 tons, other countries 18,000 tons. That is 2,595 000 tons for 
bituminous coal. 

Anthracite, they imported 267,000 tons. From Indochina, 187,000 
tons; from India, 24,000 tons; from the Union of South Africa, 24,000 
tons; from other countries, 32,000 tons. 


JAPANESE NATIONAL DEBT 


One of you gentlemen asked me about the Japanese debt. 
Total Japanese debt, as of March 31, 1956, is as follows: 
Internal debt, consisting of long- and short-term bonds and short- 
IID sO $2, 300, 000, 000 
External debt, consisting of long-term bonds, foreign exchange, 


and trade bills, and reparations to Burma and the Philippines 
(the $1.1 billion of reparations includes $300 million of loans). 1, 700, 000, 000 


SN eB 4, 000, 000, 000 


In addition to this amount there are outstanding claims, such as 
Indonesian reparations and the United States GARIOA and surplus 
property claims. 
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VOLUNTARY IMPOSITION OF EXPORT QUOTAS 


Congressman Lanham asked me had there been any agreement be- 
tween the United States Government and the Japanese as to the im- 
position of export quotas. As 1 told you this morning, and I checked 
it since I went back at noon, there has been no agreement of any 
kind. Officials of the United States Government did convey to the 
Japanese the objections that were being voiced to us by our textile 
manufacturers to these Japanese imports and advised them strongly to 
restrict their shipments to America. These export quotas were a 
voluntary quota put on by the Japanese as of January 1, 1956. They 
established a quota for the shipments this year of 150 million square 
yards. If they ship that entire quota here for 1956, the Department 
of Commerce estimates that it would represent 1.3 percent of Ameri- 
can production of cotton textiles. 

Thank you, Mr. Chairman. 


Korea 
MILITARY ASSISTANCE PROGRAM 


Mr. Passman. For military assistance for Korea the request for 
1957 exceeds the amount that you had in the program for 1956 by 
about 40 percent, Mr. Murphy, can you say for the record the amount 
that you estimate will be the estimated unexpended balance as of 
June 30¢ Is that information confidential? 

Mr. Mureny. On military ? 

Mr, Passman. Yes, 

Mr. Murrny. Yes. 

Colonel Crirz. The estimated unexpended balance as of June 30 is 
$——. 
Mr. Passman. The amount you will have unexpended as of June 30, 
the present estimate, will be greater than the amount you had for the 
program in 1956? . 

Colonel Crirz. That is correct, sir, slightly greater. 

Mr. Passman. And the request for 1957 is some 40 percent higher 
than the amount that you had in the 1956 program ? 

Colonel Crirz. That is correct, sir. 

Mr. PassMAN. Would you say for the record that the adjustment 
made in the appropriation by the Congress last year affected this 
program ¢ 

Colonel Crrrz. On the overall basis, Mr. Chairman, no, sir—by that 
I am speaking of the worldwide basis—because the total net reduc- 
tion was only approximately $85 million, 

Mr. Passman. You do not figure the reduction affected this 
program ? 

Colonel Crirz. For Korea, no, sir. 

Mr. Passman. Inasmuch as you are so very specific referring to 
Korea, you had better tell us what countries were affected because 
you are implying the reduction made by Congress hurt the program. 

Colonel Crirz. I do not mean to give that implication. The total 
reduction affected by Congress over our request was a net of about 
$85 million. On a worldwide basis, then, that was the only reduction 
made by Congress. There was $85 million, which was not a great 
deal when you consider our request was over a billion dollars. 








582 





EFFECT OF REDUCTION IN 1956 APPROPRIATIONS 


Mr. Passman. The Congress reduced the appropriation in excess of 
$500 million, military and technical. 

Colonel Crrrz. Mr. Chairman, as you mentioned yesterday, you 
authorized us to retain $302 million. 
ri PassMANn. You found $302 million that you did not know you 

ad ¢ 

Colonel Crirz. That is right. 

Mr. ahr And by permitting you to retain that the actual loss 
was 85 

Colonel Crrrz. That is right, sir. 


DEFENSE SUPPORT 


Mr. Passman. Is the defense support item classified ? 

Dr. Moyer. No, sir; it is unclassified. 

Mr. Passman. You had $297 million in the program last year, you 
are requesting $300 million this year. 

Doctor, do you have a brief statement you would like to make on 
defense support for Korea ? 

Dr. Moyer. Yes,sir. I believe it would provide useful information. 
Before reading it may I call attention to a correction that should be 
made in the green book, which appears in the blue book. The blue 
book has the up-to-date figures. 

Since these figures were—— 

Mr. Passman. I might mention inasmuch as there are so many 
books, so many figures, and so many revised figures, I will use one set 
of books and stick with it and leave it up to you to correct the books. 

Dr. Moyer. This is the only change of any significance. Since this 
book was printed we have added another $25 million to the Korea 
program so that the proper figure now for fiscal year 1956 for defense 
support is $322 million rather than—— 

Mr. Passman. You have added $25 million ? 

Dr. Moyer. Yes, sir. 

Mr. Passman. For some specific progam ? 

Dr. Moyer. This is for imports of salable commodities, under the 
defense support program to combat the problem of inflation. 

Mr. Passman. Based upon new information that brought about a 
revised estimate ? 

Dr. Moyer. It is based upon old information which we were re- 
luctant to act upon earlier. As we were going to the Congress last 
year for funds, we had an urgent request from our people in Korea, 
Mr. Wood and his staff, strongly seconded by the commanding gen- 
eral in Tokyo, General Lemnitzer at that time. They strongly re- 
quested an additional $50 million. We hoped it would not be neces- 
sary to make that additional amount available. We studied the fig- 
ures and finally decided to request of the Congress $272 million, which 
we did. That was our illustrative program last year. 

This was under the objection of both General Lemnitzer and Mr. 


Wood, and they continued pressing on us the information which lay 
behind their recommendation. Finally in January of this year, partly 
as the result of the savings in Vietnam which I referred to yesterday 
we decided to add $25 million more. We did not accede to the total 
50. We told them, however, that we would be willing to review the 
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situation again in April or May, if they felt strongly that the $50 
million still was needed, 

General Lemnitzer was in Washington about a month ago and 
during that time both he and Mr. Wood renewed their original request, 
and it was upon the strength of their recommendation we finally 
decided to provide another 25 which made the total of 50 additional, 
which was what they had requested a year ago. 

Mr. Ropertson. May I say that figure of $272 million was one arbi- 
trarily arrived at here in Washington. It was against the unanimous 
recommendation of the team in Korea; the Embassy, the ICA, and 
the Army all said it was inadequate. It has proven to be inadequate 
and the Koreans were just in dusing this week saying that they are 
running short and asking for the additional $25 million in addition to 
that $25 million which was given to them. 


UNEXPENDED BALANCE 


Mr. Passman. What do you estimate the unexpended balance will 
be on June 30 this year? 

Mr. Morreny. Total program, sir, or just defense support? 

Mr. Passman. Defense support. 

Mr. Murery. On defense support our estimate of unexpended on 
June 30, 1956, is $338,484,000. 

Mr. Passman. You have more unexpended funds for defense sup- 
port on June 30, than the entire program called for in 1956? 

Mr. Murrny. Yes, sir. 

Mr. Passman. You also will have on hand unexpended funds 
slightly under the amount you are requesting for fiscal 1957 under the 
vevinell figures ? 

Mr. Mourpuy. No, sir. The change in the figures, Mr. Chairman, 
was with respect to fiscal 1956 figures. The figure of $300 million for 
defense support for 1957 stays the same. 

Mr. Passman. The $25 million is for fiscal 1956? 

Mr. Mourpny. That is right. 

Mr. Passman. Rather than fiscal 1957? 

Mr. Morpuy. That is right. 

Mr. Passman. That brings the program up to—— 

Mr. Murruy. $322 million. 

Mr. Passman. What would be the estimated unexpended balance? 

Mr. Mourrpny. $322 million would be the program figure. The esti- 
mated unexpended balance as of June 30, 1956, is $338,484,000. 

Mr. Passman. You would not have suffered if they had not gotten 
that $25 million ? 

Mr. Ropertson. May I ask a question, because I am confused about 
that question. Will somebody correct me if I am wrong? 

Mr. Passman. I will try to. 

Mr. Rosertson. I may be 180 degrees wrong. 

Mr. Passman. What is it, Mr. Secretary ? 

Mr. Rosertson. When we say an unexpended balance we do not 
mean that contracts have not been made for that sum. It means we 
have bills outstanding we have not paid. You cannot use that as a 
basis for programing in another year. We cannot make plans for 
any program or any contracts until Congress authorizes the money. 
So the program would stop on dead center if we did not get-—— 

Mr. PassmaNn. When the pipeline ran dry. 
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Mr. Ropertson (continuing). If we did not get an additional appro- 
priation. That could run out in 6 months and we would not have a 
program. 

Mr. Passman. It would not run out in 6 months if you have-an 
annual expenditure of $300 million and you have $338 million on hand. 
If you did. not get more money, you could operate for about 14 months. 

Mr. Roserrson. You would suddenly stop on dead center and have 
nothing planned. 

Mr. Maer Mr. Secretary, I asked that question because I am 
quite familiar with the deobligating and reobligating procedure that 
was quite prevalent in the past. I am not pointing a finger in any 
direction. You have had some items that had been obligated, deobli- 
gated, and reobligated until you kept that appropriation alive for 4 or 
5 years under the old program in Europe. Do you remember that 
discussion last year ? 

Mr. Murpny. I remember the discussion last year about deobliga- 
tion. 

Mr. Passman. Let me assure you that I know when we ask the ques- 
tion about available funds that you say it is all obligated. I am not 
willing to leave it at that point. I want to know the unexpended 
balances. We have the same understanding. 

Mr. Rosertson. If you have bills the next day for them, to exagger- 
ate to make my point clear, you would not have any money at all. 

Mr. Passman. That is as correct as can be. 

Mr. Taser. You would have property to deliver. 

Mr. Passman. You would have something to deliver against it. 

Mr. Rozertson. You would have something to deliver against what 
was obligated. 

Mr. Passman. If you did not get another dime, you could go 14 
months on this program with the money already to your credit. 

Mr. Mvcrrny. That is approximately correct except that 14 
months 

Mr. Passman. You would drain the pipeline. 

Mr. Rozertson. The program could come to a dead stop. 

Mr. PassmAn. I would not want you to think that I do not under- 
stand that. 

Mr. Rozerrson. I did not know whether I was misunderstanding it. 

Mr. Passman. You understood it properly. I want to know the 
umount you have on hand to meet bills and contracts. 

Mr. Rorertson. That have already been programed ? 

Mr. Passman. Yes. In the military assistance program we have 
reservation. 

Mr. Roperrson. All these funds we are requesting now are to con- 
tinue the programs. 

Mr. Gary. The question as to what constitutes unexpended balances, 
unobligated balances, deobligated balanees, and so forth, has been 
argued before this committee for 5 years. The committee is tho- 
roughly familiar with every phase of it. 

Mr. Rozertson. I come back to the other question: Would it make 
any difference in our program if you did not make an appropriation 
this year for Korea? I say it would be calamitous. 

Mr. Passman. If we did not establish a record on this basis many 
people reading this record could easily believe that this would be the 
only money that you had available; that you were taking this money 
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to pay for immediate deliveries, whereas in reality the money we are 
appeopening is to enable you to enter into contracts and procure 
what you will be needing maybe in fiscal 1958 or fiscal 1959. 

Mr. Taser. Off the record. 

(Discussion off the record. ) 


Mr. Passman. You are being of great help to the committee, Mr. 
Secretary. 


DEFENSE SUPPORT AND TECHNICAL COOPERATION 


Dr. Moyer’s statement will be inserted in the record at this point. 
(The information referred to follows :) 


The magnitude of assistance proposed for Korea in fiseal year 1957—$300 
million for defense support and $5.5 million for technical cooperation—is $21.5 
million less than the amount currently being programed for the fiscal year 1956. 

The specific needs for Korea remain the same as in previous years: 

(@) Help in meeting the costs of its large fighting forces; 

(b) Recovery from the destruction of war; 

(c) Strengthening Government services; 

(d) Training technical and administrative personnel; and 

(e) Increasing the Government’s capacity to bear a greater share of the 
cost of its military and development effort. 

Substantial progress in meeting these problems has been made over the past 
year, as the result of serious efforts by the Republic of Korea to control infla- 
tion and of massive United States aid. While the danger of inflation cannot 
safely be considered past, prices have remained practically stable over the last 
6 months. The beneficial effects of rehabilitation are beginning to appear. The 
formerly severe power shortage is expected to be relieved by mid-1956; the 
railroad network has been restored and improved. Roads, bridges, port installa- 
tions, and telecommunications facilities also have been improved. A variety of 
light industries has been rehabilitated and developed. At the end of calendar 
year 1955, 87 percent of the number of business units and 60 percent of the 
number of real-estate units taken over from the Japanese had been disposed of 
to private interests. 

The $305.5 million requested for fiscal year 1957 is believed to be the minimum 
required to preserve the gains already made and to continue satisfactory 
progress in meeting Korea’s critical problems. Of the $300 million for defense 
support, approximately 70 percent is to be spent for salable commodities, with 
the local currency derived from their sale expected to be divided about equally 
between support to the armed forces and to developmental projects. The balance 
will be spent to import supplies, equipment, and technical services for direct use in 
developmental projects. 

Specific developmental activities to be continued or undertaken with funds 
requested for fiscal year 1957 provide for: 


(a) Improving railways and increasing rolling stock ; 

(b) Highway and bridge construction and repair ; 

(c) Reconditioning electric power and transmission facilities ; 

(d) New and expanded industrial facilities, with the emphasis on small- 
and medium-size plants to produce cement, chemicals, paper, metal, and 
other basic products ; 

(e) Minerals development ; 

(f) Rehabilitating and developing irrigation facilities ; 

(9) Seed and livestock projects to increase and diversify agricultural 
output ; 

(h) Construction materials for housing, schools, and hospitals; and 

(i) Improvement of health and educational facilities. 


TECHNICAL COOPERATION 


Mr. Passman. Technical cooperation is the next item. I do not 
believe that is confidential. You are requesting $5.5 million for fiscal 
1957 and you had for the program fiscal 1956, $5 million. 
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What is the estimated unexpended balance in the technical coopera- 
tion program as of June 30? 

Dr. Morerr. $4,582,000. 

Mr. Passman. That is a new program; is it not? 

Dr. Moyer. That is the unexpended estimate as of June 30. The 
new program is $5.5 million. 

Mr. Passman. This is a new program. You did not have anything 
in earlier years? 

Dr. Moyer. In earlier years we did not distinguish. It was all 
lumped together. 

Mr. Passman. Last year you had the first program under technical 
cooperation ¢ 

Dr. Moyer. Yes. 

Mr. Passman. $5 million. You have on hand what figure? 

Dr. Moyer. $4,582,000. 

Mr. Passman. You spent $418,000 last year, actually expended 
against the amount that you reserved or obit ated for the program. 

Dr. Moyer. I see here a prior figure of $1,077,000 which was added 
to the five. I do not understand that figure. If Mr. Murphy were 
here, he could explain. We did have technical assistance type activi- 
ties, but they were not made separate prior to 1956. 

Mr. Passman. Speaking in general and not to this particular item, 
there is an indication throughout these hearings that in countries 
where you had programed a certain amount of money, and later you 
would add a million here or a certain figure there, because you found 
you had too much money and could only obligate it by adding to these 
programs in the many countries. There is some indication that the 
program could be working that way from previous testimony. Apply- 
ing it to Korea, you had $5 million for technical cooperation in 1956 
and at a subsequent date to the printing of these justifications you 
added an additional amount. 

Dr. Moyer. In technical cooperation ? 

Mr. Passman. Yes. 

Dr. Moyer. For 1956 it is 5 million as it was before. 

Mr. Passman. I thought you said you had added something to that. 

Dr. Moyer. In the unexpended balance, there is a figure prior to 
1956 of $1,077,000. So that it was not added to the 1956 program, it 
was prior to that. Iam not certain what that does stand for because, 
as I say, we did not separate technical cooperation before. Mr. Mur- 
phy is here. 

Mr. Passman. Can you clear that up for us? 

Mr. Mureny. What is the question 

Mr. PassmaNn. You had $5 million for the program in fiscal 1956, 
which is the first year you had this program as such. 

Mr Morpny. Yes. 

Mr. Passman. You estimate you will have on hand unexpended as 
of June 30, $4,582,000, is that correct? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Which means you spent $418,000. Subsequent to the 
printing of this book did you add to this program ? 

Mr. Murpny. No, sir. 

Mr. Passman. What is the figure Dr. Moyer is referring to? 
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Mr. Moureny. The figure is a prior year unliquidated carryover and 

results from the fact we carried some of that $272 million in 1955 in 

our accounts as technical cooperation type activities. It is separate. 
Mr. Passman. A different allocation but you brought it back into 

the credit of this account when you listed this technical cooperation as 

such for identification. 

Mr. Murpny. Yes. 

Mr, Passman. That clears it, 










OBLIGATIONS AND EXPENDITURES FOR DEFENSE SUPPORT AND TECHNICAL 
COOPERATION 









Mr. Taper. You had $327 million in the nonmilitary program in 
Korea for 1956. _How much of that are you actually going to obligate ! 

Dr. Moyer. We will actually obligate the entire amount. 

Mr. Morpuy. I can give you the actual figure on that. 

Mr. Taser. This table that you gave us is worthless because it does 
not follow the question that was asked. The military followed the 
question and gave us the information, but you did not. I wish you 
would take it home with you tonight and fix it. 

Mr. Murruy. Mr. Taber, if we have erred I cannot understand in 
what respect. 

Mr. Taser. If you would take the military table you would see 
what the question was because the headings on the military program 
are the way the question was asked. You have not given it to us and 
it is almost impossible for us to get the facts we need to mark up the 
bill without having the information that was asked for. You do not 
show hardly anything unobligated anywhere. Maybe that is correct. 
I do not know. 

Mr. Mourpuy. I can give you the actual as of May 31. The third 
column from the end shows the obligations for the first 10 months of 
the year, which was the latest actual data we had; it shows July 1, 
1955, through April 30, 1956. 

Mr. Taper. You say you have a figure as of May 31? 

Mr. Murpuy. Yes, sir. 

Mr. Taser. What is it? 

q Mr. Mourruy. $287 million. 
P Mr. Taser. That is what you give as the figure for the 30th of 



























April? 
E Mr. Moreny. That is right. My report for May has a footnote that 
. they had to use April 30 data because the cable from Korea was 
; garbled. 






: Mr. Taser. All right. The figure in here for the total program is 
j an unexpended balance of $426 million as of the 31st of March? 
Mr. Mourpuy. That is correct, sir. 








LEAD TIME 








Mr. Taser. The items you have to provide are things that are 
readily available, are they not? 

Mr. Murpuy. Well, they vary, Mr. Taber. There are some very 
soft goods like agricultural commodities that are very promptly avail- 
able, but even there, with the distance—— 
Mr. Taper. You have to allow 3 months? 
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Mr. Murpuy. We have to allow 3 months for devery and have to 

allow from 3 to 6 months for the Koreans to make their contracts with 

the aes and when you add it up it takes a year after you make 
the authorization. 

On the hard goods, 18 to 4 months is not unusual, especially if it is 
machinery for a specific plant that is ordered, it is not bulk delivery, 
and it takes time. 

Mr. Taper. That means if you actually had $287 million obligated 
and you had $426 million unexpended back on the 31st of March, you 
must have had something in the neighborhood of $576 million or $577 
million available to expend, and that is at least VW, years. That means 
the items are in the pipeline for a year and a half? 

Mr. Mureuy. We gave an estimate for June 30 of $338 million un- 
expended. That allows for the additional 90 days of this year that 
this report does not show. 

Mr. Taper. You gave an estimate of $338 million ? 

Mr. Mureny. Yes, as of June 30. 

Mr. Taner. As the unexpended balance? 

Mr. Mvurruy. Yes, and when added to the new $300 million re- 
quested, that would give us $638 million available for expenditure. 
We anticipate through 1957 obligating that $300 million and at the 
same time spending the prior year money, and we would probably end 
up in the same relative position at the end of June 1957 as far as the 
pipeline is concerned. 

Mr. Taser. What are these items you are going to get in 1957? 

Dr. Morrr. With this $300 million we expect to ‘spend for the 
dollar cost of projects $94 million. For salables we expect to spend 
$206 million. 

Mr. Taser. What do you mean by dollar cost of projects and what 
do you mean by salables? 

r. Moyer. By salables we mean those commodities we are bring- 
ing in for sale to generate local currency, the local currency then being 
used for purposes in the program. 

Project equipment is the various types of material brought in which 
will be put into constructive projects, which will not be sold but will go 
to help in reconstruction and development. 

Mr. Taner. For the total commodity import program, on that basis, 
you only have in machinery and that sort of thing about $38 million. 
The rest of it is all short-time requirements, It looks to me like you 
have a lot of surplus lead time tied up in this thing. 

Dr. Moyer. We have made an analysis of what is in this pipeline 
represented by this $338 million, and it is broken into these two cate- 
gories: Equipment, machinery, and that sort of item, $166 million; 
and salable commodities, including the recent $50 million, $172 mil- 
lion, approximately. 

Mr. Taper. I do not see where you get the $166 million for machin- 
ery. It just is not there. 

Dr. Moyer. That, Mr. Taber, goes back, of course, to the beginning 
of the program, for all the projects that we have been financing and 
arranging ‘for, gradually getting there to be put into operation. 

Mr. Taser. W ell, I guess the only way we can give you the money 
ison faith. I do not think there is anything that justifies it anywhere 
in the books. 
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Dr. Moyer. We think that it is justified and I would like to men- 
tion two points which make us think so. 

Mr. Taper. Turn to page 134 of this big book. At the top of the 
page is $112,140,000. Every bit of it is stuff you can get pretty nearly 
right off the bat. On the next part of it, the only thing you have is 
machinery and vehicles, and they are not so difficult to get as to re- 
quire a great deal of lead time. Raw materials and semifinished 
products certainly do not call for a great deal of lead time. I frankly 
do not see a single reason except faith on which anybody can justify 
$300 million. 

Dr. Moyer. May I mention this in that connection. A lot of this 
material, I suppose, if we made an all-out effort, could be purchased 
and shipped in a reasonably short time. However, you have to re- 
member that this is not exactly our purpose. We have to remember, 
for instance, cotton goes into the mills over a period of months. The 
fertilizer has to arrive at a certain time. Furthermore, we have to 
consider the generation of the local currency. The needs are not all 
at onetime. The needs are phased over a period of time. So it is not 
only the total amount that we have to take into consideration; it is 
also the timing of the arrivals both from the point of view of the need 
for the commodities as well as the need for the local currency. There- 
fore, they have to be spaced over a period of time. 

Mr. Passman. What is the average lead time? 

Dr. Moyer. Taking the commodities as a whole? Yesterday I 
mentioned the range. 

Mr. Taser. What is the average ? 

Dr. Moyer. Between 12 and 18 months. 

Mr. Passman. On commodities? 

Dr. Moyer. Yes; on commodities all taken together. 

Mr. Passman. In the other departments—for example, the Post 
Office Department—we appropriate money for fiscal 1957. It begins 
July 1. Wedonot run a year behind on appropriations. 

Mr. Denton. The departments make up their budgets a year ahead 
of time, though. 

Mr. PassmMan. Yes; but we give them money for the current program 
whereas here you allow for the lead time. 

Mr. Morruy. Of course, we have a situation they do not have in the 
Post Office Department. Here you are dealing with international 
affairs and you are talking about a job that takes months to arrive at 
an agreement, and when you have arrived at an agreement as to how 
much cotton or corn or wheat, we are under a mandate by Congress 
that these materials be procured through commercial trade channels 
to the maximum extent practicable. So we say to Korea, “You may 
buy so many bales of cotton at our expense.” 

Mr. Passman. If this is a long-range program that may go on for 
years and years, somewhere down the line we must establish the mini- 
mum lead time. 

Mr. Murrny. We are doing that. If you take these commercial 
importers in Korea, they have to place their orders with United States 
suppliers, and you have to have lead time for that and the delivery time 
on top of that, so it is easy to see why it takes 18 months or more. 

Mr. Gary. Of course, all the money appropriated for the Post Office 
Department is not necessarily spent during the year for which it is 
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appropriated, because they do have to contract, for example, for the 
manufacture of trucks, machinery, mail boxes, and other equipment. 

Mr. Passman. But their lead time is not as long as it is here. 

Mr. Murruy. Certainly not. 

Mr. Passman. We make an appropriation for the current fiscal year. 
Whereas, here we have to make it a year or more in advance; is that 
right ? 

Mr. Murruy. That is what it always is. 

“Mr. Passman. We were told in any number of these countries that 
within 24 hours they could tell us how much money they could obli- 
gate. We have been told there was a long lag in the condition of their 
accounts. 

Mr. Mureny. Off the record. 

(Discussion off the record.) 

Mr. Rosertson. I am disturbed by what you said, Mr. Taber, that 
you did not see any justification for this program and could accept it 
only on faith. 

Mr. Taser. That is right. 

Mr. Rogerson. I do not think you should be asked to accept it on 
faith any more than we should be asked to operate the program with- 
out money on faith. I think we should get from you a memorandum 
of the information you want and we should supply it to your satis- 
faction, and we should not leave this item until we make it satisfactory 
to you. 

ir. Taser. I appreciate the situation, and I have been trying to 
get it as we have gone along, but I have not had very good luck. We 
have had the same trouble every year. Those things have contributed 
very materially to the uncertain approach that we have had to make, 
because we cannot tell from these figures that I called your attention to 
whether there is any justification for such a lead time as is set up here 
for this support item. I would like to be able to tell. The Govern- 
ment is getting more and more to the point where it is absolutely im- 
possible to get a convincing picture out of a lot of these programs. 
We are under enormous pressure all the time to get these appropria- 
tion bills out. When I was chairman of this committee I know I had 
to crowd people to get the bills out, and unless there is a different ap- 
proach by the departments—I started to get to that by the question I 
asked for information I thought we should have—I did get it out of 
the military but did not get it out of the nonmilitary—it makes it very 
much harder, because we do not have that information, for anybody 
to make up their minds what they ought to do. 

Mr. Murrny. Mr. Taber, I will be glad to take the table I provided 
to the committee and make it conform to the table of the military. I 
have checked the table we furnished with the table of the military, and 
I have the same information on the nonmilitary table that is on the 
military table except it is not arranged the same. 

Mr. Taser. There are 4 or 5 of the most important items that are 
missing from the nonmilitary table. 

Mr. Murpny. We have no reservations. You understand that? 

Mr. Taser. That leaves us without any reservations except we have 
to take it on faith. That is about where it leaves us. 

Mr. Robertson. I do not think you should have to accept it on faith 
and I think we should provide you with the information you want. 
We should not ask you to take it on faith. 
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PIPELINE FOR KOREA 








Mr. Taser. The Korea picture, Mr. McGuire, seems to be that your 
outstanding plus your puitendbonne+-w 

Mr. McGurtre. That is the $s? 

Mr. Taser. No; your outstanding obligations and reservations plus 

your unobligated run $———. 
Mr. McGurre. Yes, sir. 
Mr. Taser. That means that you have a little less than 1 year on 
your 1956 program ? 

Mr. MoGuree. That is correct, sir. 
Mr. Taser. And that is not a high percentage of the cere 
| Mr. McGurre. No, sir. I would like to point one other thing out 
to you, Mr. Taber. If you will keep this table in front of you and 
then turn to 126-A. 
k Mr. Taper. I have been through this. 
3 Mr. McGuire. I am sure you have. The table on 126—-A shows the 
A undelivered figure in the last column on top. The 1956 program was 
: ¢—__. This 1956 materiel was not contracted for until the first 
‘ part of this year, so we are running pretty thin on that. That is 
£ not in the form of materiel yet. 
4 Mr. Taser. That is one where I think you are all right. 
4 

















Mr. McGuire. I have tried my best to see if I could bring the 1957 
request down more nearly to the 1956, and my problem was some 
2 question as to whether or not the 1956 program would satisfy the 
4 requirements and not leave a bubble in the pipeline. You must realize 
3 in Korea we have been going through a changeover from the Army 
system to our supply system. 









Mr. Taser. I appreciate that. 
Mr. McGuire. Thank you, sir. 
Mr. Taser. I have another table which I used off the record on 
Mr. Robertson that I would like you to turn to. 
Mr. McGuire. What is that on? 









PIPELINE FOR GERMANY 













Mr. Taber. Germany. You havea pipeline there overall of $— ; 
including your unobligated. If you have that stuff on hand in the 
‘ armed services on the shelf, it is bound to be depreciating and getting 

ey out of date. 
f Mr. McGuire. First of all, we have about $———— of the total 





German program that has been put in the stockpile. The German 
program is $————. There is, in round figures, $#———— that has not 
been delivered as yet. 

As to the stockpile, within the last 90 days we have reviewed every 
item in that stockpile as to whether any of that materiel was improper 
to deliver to the Germans, recognizing that the Germans fundamen- 
tally have the know-how and know good equipment and will not 
accept equipment that is not good. In view of that, we took any 
equipment that was of the World War IT type and transferred that 
and are shipping that to areas where they do not need as high a stand- 
ard of equipment as do the Germans. 
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As to the amount of equipment that is on order for Germany, that 
equipment is constantly being reviewed in our program to see to it 
that the equipment is of a modern type. 

The feature you are pointing to is the obvious danger that an in- 
ventory is only as good as its contents, and we are watching that 
very carefully. 

Mr. Taser. We cannot help but realize that if the stuff is not up to 
snuff the Germans will not accept it. 

Mr. McGuire. That was my point, and that was the purpose of our 
review, to make sure it was all up to certain standards. 

Mr. Taser. As long as you do not expect these things to be taken 
over until 1958 and 1959, it would seem as if we are tying up money 
that. should not be tied up in things of that sort, especially the items 
that are consumable. 

Mr. McGuire. Most of the German goods are hard goods. We want 
the Germans to build up. That is our desire. Therefore, I want to 
be sure that we can have this materiel immediately when they can use 
It. 

If you will examine the contents of the German program, you will 
see that most of the materiel is not subject to a rapid substitution. 
We are not putting vehicles in the German program, There are none. 
There are certain other combat vehicles and tanks. 

There is no basic Navy equipment in there. There is Air Force 
and Army only. And if you notice, in this year’s program we have 
programed nothing except training with the exception of some spare 
parts on Navy electronic equipment. 

I think it would be an unwise thing, having gone this far, to devi- 
ate or break off the production flow to the Germans and direct it to 
other areas, because we would have to go back and then I am not sure 
we would have it. 


SUPPORT OF ALLIED FORCES IN KOREA 


Mr. Gary. Do I understand that the program listed here is the only 
program for Korea ? 

Mr. McGuire. There is another program for Korea, Mr. Gary, in 
the amount of #———— which is on page 130-A. This $——— figure is 
the support cost of the other allied troops who are there. This figure 
has previously been carried in Department of Defense service budgets. 
However, we felt it was proper and a much better place to put it where 
we could watch it by putting it here. The arrangement is, that coun- 
tries send their forces to Korea and in order to have one logistic sys- 
tem to supply those forces—which I am sure you appreciate is the 
hest way to do it—we agree to supply them and they agree to pav us 
back for it. 

I would like to go off the record on this if I may. 

(Discussion off the record.) 

Mr. McGuire. This amount has been deducted from the Depart- 
ment of Defense budgets, that is, the service budgets, in which it was 
shown last year. It is not a duplication. 

Mr. Gary. At one time the greater portion of the military expendi- 
tures for Korea came from the armed services budgets. 

Mr. McGuire. That included two things. It included the cost af 
the support of the United States troops and it included the cost. af the 
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support of those troops that were there as a part of the United Nations 
group, with the understanding they would reimburse our military 
services. This is a transposition, you might say, of the responsibility 
as to where the account will be carried. We thought it would stand 
out more in this area because the cost of replacing the Korean army— 
as you know, we are phasing out of it substantially. and it then be- 
comes a Korean problem rather than a United States problem. 

Mr. Gary. Are any funds, equipment, supplies, or materiel for 
Korean now coming out of the armed services budget? 

Mr. MoGurre. Not that I know of. They could take some out 
on emergency-loan basis, but they would expect replacement. 

Mr. Taper. Of course we have a couple divisions over there. 

Mr. McGuire. That is right. 

Mr. Taser. Those are covered by the regular budget ? 

Mr. MoGumre. Yes. I took it Mr. Gary’s question was whether or 
not. the Korean troops were supported out of our budgets. 

Mr. Gary. That is right. 

Mr. McGuire. That is not the case. As to the program for Korea, 
2 years ago that was not covered in under MDAP but was included 
in the Department of Defense budget. To that degree it is not, an 
increase. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. MoGutre. The reason the amount here for the 3 services versus 
the amount it was previously for the Army alone, was at that time 
we were in a shooting war whereas now it is a standby situation. 


LEAD TIME FOR GERMAN PROGRAM 


Mr. Taser. Your German picture is about like this. You have 
delivered the tanks and combat vehicles very largely and the artillery, 
but you have not delivered all the ammunition nor have you delivered 
many of the airplanes? 

Mr. McGuire. We have delivered practically none of the airplanes, 
und the ammunition has been held back—I believe in retrospect prop- 
erly so—because they could not use it, 

Mr. Taper. I have no doubt of that. 

Mr. McGuire. The first thing they use in training will be the 
training ammunition. And we have not delivered any of the minor 
items of the Navy program, and have made no deliveries of the Air 
Force program at all to Germany. 

Mr. Taser. When you get into those airplanes, you are getting into 
a picture where the stuff is changing pretty fast and you will have to 
do some moving. 

Mr. McGuire. We have analyzed that and are watching it. We 
expect those planes to begin to move substantially in 1958, and we will 
be delivering the same comparable planes to other areas in 1958, I 
mean good planes. We will have the same plane we are delivering in 
operation in our own Air Force as a frontline plane. 

Mr. Taser. In 1958? 

Mr. McGuire. Yes. I was told differently and I checked it with 
General Tunner and General Norstadt and General Cook, who I think 
have pretty good knowledge of this logistic supply picture. 
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LEAD TIME ON NONMILITARY ITEMS FOR KOREA 


Mr. Taser. Frankly, the military, with their military aid to Korea, 
seem to be in what you would call a reasonable range of lead time, 
while the other setup does not seem to be that way. That is the way 
I analyze it. 

Mr. Rosertson. I do not have the responsibility for that program, 
but I am sure I can speak for my colleague in saying we should fur- 
nish you whatever information you want in the way you want it. 

Mr. Taser. There is not anything that would indicate they need as 
much lead time. Their own tables show that they do not. 

Mr. Passman. Mr. Taber, would you like it by commodities? We 
could take it up by items. 

Mr. Taner. We took it up by items and the figures they gave us orally 
did not jibe with the table, and when we got through it did not look 
anything like as though they had the requirement that was presented. 

Mr. Passman. I was asking some questions on that, too, on account 
of the time lag, and trying to establish the lead time. It was given to 
_me as 12 to 18 months. I think we should have a statement on the 
lead time. 

Mr. Rosertrson. This program is too important to be jeopardized 
by a lack of understanding, and we should satisfy you by giving you 
the information you want. 

Mr. Taser. Frankly, I have no disposition to oppose a reasonable 
request for Korea, but it does not look like it has been justified. 

Dr. Moyer. May I say at this point, we must indeed meet your 
question, and we appreciate your frankness, but there is this about it 
which I would like to say at this time. Obviously, these two additions 
of $25 million each upset our normal procurement pattern and supply 
of the materials, and that in itself would, I think, tend to give the im- 
pression there is something disorderly about this. But two other things 
have happened at the same time which will help in the orderly and 
promnt handling of materials to be supplied. For one thing, we are 
changing the system of procurement. We have been procuring largely 
through a Korean Government agency. Now it will be done through 
commercial procurement, and they have no doubt this will effect a sub- 
stantial speed up in the process. The other process was slow and they 
feel certain this will sneed up and help more quickly to absorb this 
bulge that has occurred. 

Another thing that has happened is that we are entering into a 
contractual relationship with a reliable engineering firm which will 
give engineering advice in Korea and help provide engineering and 
other information that will enable us to move more rapidly on the 
proiects. 

Those two factors will very much affect the speed with which we 
can ee down the pipeline and effectively use the funds requested 
for 1957. 

Mr. PassMAN. Without objection you will insert a statement on that 
in the record. 

(The information following was subsequently supplied :) 


Leap TIME IN THE KOREA PROGRAM 


The bulk of the funds made available for nonmilitary programs in Korea 
are expended within approximately 12 to 18 months from the date of obligation. 
For a variety of reasons, the interval between obligation and expenditure for 
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commodities associated. with developmental projects is normally longer than for 
commodities intended for sale in the Korean economy. For capital goods, the 
lead time is usually 18 to 24 months, often longer; for consumer goods, it is 
normally a year or more, sometimes less. While lead times vary, they arise 
uniformly from the need to satisfy certain standard procedural and technical 
requirements. 

Although procurement lead times account for a significant portion of the 
typical interval prior to expenditure, procurement cannot begin until substan- 
tial program planning and intergovernmental negotiations have been completed. 
In fact, the time required to complete these nonprocurement activities is often 
longer than that required to produce and deliver commodities. It arises from 
procedures designed to assure that programs will be carried out (@) in accordance 
with congressional intent, (b) in a manner consistent with United States foreign 
policy, and (c) at minimum cost. 

Since funds are made available on an annual basis, it is only after appropria- 
tions legislation has been passed by the Congress and approved by the Presideut 
that a mission in the field can begin to develop a program on a firm basis and 
consult with its host government on the level and composition of aid, without 
running the risk of later embarrassment arising from the unavailability of 
funds. Following receipt of a tentative program on which the mission and the 
foreign government have agreed, review by the various technical offices of ICA/W 
and other interested United States Government agencies can begin. Upon 
completion of this review and approval by the Director of ICA of the overall aid 
level and the general composition of the program, detailed program planning 
can proceed on a firm basis. 

As a first step, justifications for individual projects are jointly prepared in 
the field by the mission and local government and reviewed in Washington in 
the light of technical, legislative, and fiscal criteria. Requests for the purchase 
of salable commodities are similarly prepared and reviewed. Obligating docu- 
ments are then issued, constituting a commitment to the foreign government of 
United States financing of the specific activities or commodities in question. 

Procurement, or the time required to conclude a contract, produce a commodity, 
and deliver it, does not begin immediately after an obligation is incurred. For 
example, it is often necessary to spend 1 to several months preparing detailed 
technical specifications before ordering items required for a developmental proj- 
ect. In addition, it may be necessary to phase the delivery of items required for 
a specific project over many months, in order to assure that they will arrive 
only when needed, and will not lie idle and unused for a long period after de- 
livery. In the case of commodities intended for sale in local markets, it is 
necessary to time their delivery according to the economy’s changing require- 
ments for specific types of commodities. It is often difficult to determine in 
great detail the composition of an import program that accurately reflects the 
probable demand of local importers in the country to which we are giving aid. 

These are some facts to be considered in appraising the estimated size of the 
Korea pipeline at the close of fiscal year 1956. The following table shows the 
principal projects and salable commodities for which defense support funds will 
have been obligated, but not yet fully expended, as of June 30, 1956. 


Korea 


Composition of estimated unexpended balance as of June 30, 1956—Defense 
support program by project or commodity for which funds are obligated 


{In millions of United States dollars] 
A. PROJECT ASSISTANCE 


AREIEECEES BOE DECREE POO oc etiicciccnnsimenancminccuinnmnuwannome 


Fisheries development 
Irrigation and flood control 
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Composition of estimated uneapended balance as of June 30, 1956—Defense 
support provram by project or commodity for which funds are obligated—Con. 


{In milHens of United States dollars] 


A. PROJECT ASSISTANCE—continued 
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Composition of estimated unexpended balance as of June 30, 1956—Defense 
support program by project or commodity for which funds are obligated—Con. 


[In millions of United. States dollars] 


B. NONPROJECT. ASSISPANCE (SALABLE COMMODITIES) 


Food and agricultural products 


Cotton 
Wheat and barley 


Tallow 

Wool tops 

NI Siege oO CGO ee a ee aah eisai ge anoacn inet engng : 
Other 


Industrial raw material and semifinished products_-_-_-~ ~~ ~- 


Fertilizer 
Rubber 


Pulp.and paper — sai se tener ee 
i I a cate cl 
Chemicals 

gd, he RB ERL SLES ECS BLE Es Lee 
Pesticides_________ aide Je Bi. Pie i 

Metals and minerals 

Lumber 

Cement 

Flat glass__ 

Rayon yarn 

Wome | Wet. cides. a cad eed 40d cul dase a 


Petroleum products (POL) 
Machinery and vehicles_______~_- 


Industrial machinery 

Tron and steel shapes____----~-_-- = 

Electrical, scientific apparatus________.__--_----- 
CrOMOrOGire OWE MSO. LLU 1k sn ht ke sin sia 
Other_ 6 ica cates tidied awed tlw 


Speasceal ‘nip on oui vii ocu i ceadeeuie ‘pelseuesse 
fT 1Pensene) KR CBaclsis deeded wai dewe men peel 
CoE Ee Ee 

Other 


Total, nonproject assistance__ 


Grand total, defense support program___—___- 
COMPOSITION OF PIPELINE 


Mr. Wiccrrswortn. We have been told, that over all there will be 
about $5 billion of unexpended balances in the military picture and 
about $1.8 billion in the nonmilitary picture as of June 30, 1956. Is 
there anywhere in the information that has been furnished us any- 
thing like a breakdown by major commodity items of that $6.8 billion 
of unexpended balances and the applicable lead times? 

Mr. McGertre. I do not know that I have it tied in exactly that way. 
We gave you an analysis of the unexpended balance with the lead time 
factors involved. 
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Mr. WiccLeswortH. You mean in your statement ? 

Mr. McGurre. That is correct. 

Mr. WiccLeswortH. Your statement is very helpful, but it does not 
go _ sufficient detail to provide a bird’s-eye view of what is in the 
pipeline. 

Mr. McGuire. Well, I have this information which may be of help 
to you. I am speaking now in terms of material only. You recog- 
nize there are other factors in that unexpended balance of $5 billion, 
such as administrative expenses, training, and so forth. I can give 
you the figures of a breakdown as of February 29, 1956, by services. 

(Discussion off the record.) 

Mr. WiceLeswortH. Such as? 

Mr. McGuire. Electronics, spare parts, ground handling equipment, 
and that type of thing, and miscellaneous items. 

Mr. WiacieswortH. I think it would be helpful, without taking the 
time now, if you will give us a table. 

Mr. McGuire. I have this table here and would be glad to submit it 
to you. 

(Classified information was supplied to the committee.) 

Mr. WiccleswortH. Well, you refer to hundreds of millions of so- 
called other items. I donot know what they are. I would like to have 
a breakdown going further into detail than that, so that we can get 
some kind of an overall picture of what this $6.8 billion actually repre- 
sents in the light of essential lead time. 

Mr. McGuire. $5 billion is for the military. 

Mr. WiccieswortnH. I would like to have a table for the $5 billion 
in the military picture and a table for the $1.8 billion in the non- 
military picture. 

Mr. McGutre. If I may refer you to this table, it is broken down by 
item [submitting]. 

(Discussion off the record.) 

Mr. Wiceirswortn. This table which you have shown me is a sum- 
mary table of the $5 billion that you estimate will be in the military 
pipeline as of June 30, 1956. 

(Discussion off the record.) 

Mr. McGoutrr. In analyzing that table, this will be helpful to you. 
If you will note, the quantity figures in columns 4 and 5 are 1956 ele- 
ments, and bear in mind they are not in solid finished material. That 
is just the new program approved and funded in the last 5 months 
and placed under procurement. 

Also keep in mind that the balance shown in the table is a very sub- 
stantial job to get this together as of February 29. 

And may I add one thing? Bear in mind—and it is shown very 
clearly on the chart attached to the lead time—that there is adminis- 
trative lead time that has to be added on the production lead time and 
delivery lead time. To take a very simple item, take a truck. The 
production time for a truck isso many months. You have,to put your 
administrative lead time on top of that to get your contract out under 

rocurement ; then you have to take the delivery time and the process- 
ing of the papers under the Government system, which is about 45 
days to 3 months on a worldwide basis. 

One other point that I am sure is obvious to you is that you do not 
necessarily place a contract on the last day that a contract expires. 
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Under our fiscal system of obtaining funds, we might well have funds 
and place a contract today or let us take on August 1 for a contract 
that might not expire until January 1. It is economical to let the 
manufacturer know he has a follow-on order and can keep the material 
flowing to keep his plant on an operating basis. 

Mr. Wiccieswortu. The figures in column 11 all represent obliga- 
tions that will have been entered into by June 30, 1956? 

Mr. McGuire. They do, sir, with this exception, as we have reported 
to your committee in another report. There is $195 million that we 
expect to be unobligated, and we are requesting that $28.9 million not 
be carried forward, the $28.9 million being what we call consumables. 
And I see no reason why we should be given that money to carry for- 
ward, as the reason for which it was appropriated will have gone past 
on June 30. In other words, I use the description of a meal to be 
provided last week. If you did not provide it, you do not have to 
provide it next week. 

Mr. WiccteswortH. Is there any comparable table anywhere in re- 
spect to the nonmilitary pipeline? 

Mr. Murruy. We have no comparable table on that. We have 
done a study on the composition of the nonproject unliquidated obli- 
gations on January 1. I have the data on that in the current fiscal 
year. We have no similar data on the so-called project type, that is 
money used for technicians and persons in the health projects, micro- 
scopes, biologicals, and other items. In other words, they are not 
standard items that apply to the military in each country. 

We can provide information as to what is in the pipeline on January 


31, and that will give a pe good idea of the nature of the goods. 


Mr. Wiccieswortn. I wish you would give us the best breakdown 
you can along the lines that the military have provided, as of the 
latest possible date. 

Mr. McGurre. This problem of the unexpended balance, as I said 
before, is an inventory problem, and there are many approaches for 
getting into it and examining it. I want you gentlemen to have all 
of the studies of it that we have made, and I have in my hand a paper 
which we developed for the Senate Foreign Relations Committee yes- 
terday, which is a brief summary of it in one approach and which ties 
in with the requirements of the program. 

There has been a great deal said about our unexpended balance, but 
very few people want to look at the requirements side of what you are 
supposed to be supplying. We have testified that our performance 
in deliveries has not been good primarily because no one paid any 
attention to it until the latter part of the year. That is not our case 
now. If you wish, I can submit this study we made for the other com- 
mittee, which apparently they found helpful. Some of it is a duplica- 
tion and some is not. 

Mr. Wiecieswortn. I think the hardest thing for the average 
person to understand is why you need $5 billion in the pipeline for 
military items and $1.8 billion for nonmilitary items at the start of 
the fiscal year 1957. I do not know how to form a judgment as to 
whether these piplines are justified or not without having some such 
detailed information as I have suggested. 

Mr. McGutre. I have some additional information here that is 
helpful in this, I think. We have requirements—and I think they are 
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valid requirements—of $4.5 billion for delivery in 1956. We will 
deliver $2.2 billion. So we start off the fiscal year on a $2.3 billion 
backlog requirement which is in addition to the requirements of the 
fiscal year 1957, The requirements for fiscal year 1957 are $1.8 billion 
plus $0.4 billion, or $2.2 billion. So in that year we have requirements 
of $4.5 billion. 

Now it will take us by our projected target deliveries which we 
have set up and given to this committee until the end of 1959 to get 
caught up on this delivery problem, Mr. Hensel last year, as part of 
his presentation, stated they were deliberately slowing down the pro- 
gram until they knew where they stood. They now have been able to 
develop the requirement figures and we are trying to get the program 
back up to fulfill those requirements. The worst thing that can hap- 
pen, I think, is where you promise a man something and he goes ahead 
and makes plans to integrate it into his business and then we do not 
deliver on time and his business gets out of whack. So we can create 
substantial good will by delivering this equipment on time, and that 
is our objec tive, and there are $ $4.5 billion of requirements against a 
backlog of #5 billion that we start off with as of June 30, without the 
new funds and without consideration of the requirements of 1957. 

I have this table here if you would like to put it in the record. 

Mr. WicGLeswortn. I would be glad to have it. 

Mr. McGuire. I would like the other committee members to have 
access to it, too. 

Mr. Gary. I see this is marked “Confidential.” Perhaps you had 
better submit it for the committee. 

Mr. Denton. Does that show, for example, a contract made with 
North American on such a date for so many airplanes? Is the date 
of that contract and the amount shown ? 


EXPLANATION OF “RESERVATION” PROCEDURE 


Mr. McGuire. It does not show that. One of the things a lot of 
people do not seem to understand—and it is understandable why they 
do not, because it is so complicated—is that under the procurement 
methods now being used—and I believe they are sound; they save 
money—we give the services a request for so many items. Let us say 
so many aircraft. Now, they attempt to procure their requirements 
along with that, and in the contract that the Air Force places there 
is no ) stipulation that says plane No. 1 is for MDAP, plane No. 2 is for 
the Air Force, and so forth on down the line. It is a group contract. 

Now, we make no payments to the Air Force under the reservation 
and order that we have placed until the aircraft is delivered to MDAP. 
So control is kept not necessarily on the basis of the expenditures, but 
on the basis of the items. And that method of control is the same 
method of control that stores use in inventory control. 

Mr. Denton. What do you do—send an interoffice memorandum to 
the Air Force? 

Mr. McGutre. I wish it was that simple. 

Mr. Denron. What kind of a document do you use? 

Mr. McGutre. I will have to ask the comptroller to tell you. 

Mr. Denvron. I do not want to take wp too much time, but I would 
like to know what the procedure is. 
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Mr. McGuire. There is, first of all, a certification that the money 
is put in reservation in accordance with the proviso established by 
the Congress. 

Mr. Denton. Who does that? 

Mr. McGuire. The ISA comptroller’s office. He reports to me. 
And bear in mind these funds are not intermingled or comingled with 
the other Department of Defense service funds. What we do is we 
put the funds in escrow and guarantee the Air Force that upon de- 
livery of the goods we order that they will be paid on receipt of the 
invoice. When the material is shipped and delivered, the certifica- 
tion on the invoice comes back with the proper bill of lading and so 
forth to my comptroller’s office. He marks it off against that particu- 
lar reservation earmarked for the group of items ordered, and then 
it becomes in fact a paid bill, if you will, rather than an escrow item. 

Mr. Denton. In making the reservation, you reserve the money by 
making a certificate and sending it to the Air Force? 

Mr. McGuire. That is right. 

Mr. Denton. From there on it is a matter of mathematics and 
cancellation ? 

Mr. McGuire. That is right. Now, to keep this and submit it to 
you monthly on the specific contracts would take thousands of man- 
hours to take out the segment that belongs to MDAP. It is no dif- 
ferent than the corporation I was in, which is the largest retail corpo- 
ration in the world, and which had 87 retail stores. We are the parent 
corporation buying all of the items for all of the stores. They do not 
identify any number for each store; they place one contract for all 
stores; then they issue shipping instructions to the shipping depart- 
ment showing where the goods go, and they break down the items and 
send them out and issue shipping vouchers for goods billed to them, 
which, in turn, are billed to us. 

Mr. Den'ron. The parent in this case is the Air Force through which 
the goods are ordered # 

Mr. McGurre. It is. And because, if we set up an individual pro- 
curement system for MDAP there would be a fantastic duplication; 
and there would be all sorts of expensive practices going on that I do 
not think would be sound. 

Mr. Denton. I heard the Post Office Department request an appro- 
priation yesterday, and we know for what purposes we are appro- 
priating the money. 

Mr. MoGuire. I am sorry, sir, but we have listed to you every item 
we are asking any appropriation money for. Maybe you do not under- 
stand it. Not only every item, but we have also indicated where the 
item is going. I do not know what the Post Office does, but I suspect 
they do not tell you they are sending 2 trucks to Cleveland and 16 
trucks to Chicago. We have gone a step further than that. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Denton. On these sheets on the Korea program, I see certain 
items or commodities, and so much under section 7. I suspect that is 
the way it is broken down. 
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OBLIGATIONS AND RESERVATIONS 


Mr. Passman. Would you furnish for the record a general state- 
ment on the difference between “obligation” and “reservation” ? 

Mr. Taser. Why not have it now? 

Mr. Passman. All right. 


RESERVATIONS 


Mr. McGuire. In order to permit the consolidation of procure- 
ment of items for the military assistance program with procurement 
of items for the service, Congress, in 1954, enacted section 110 of 
Public Law 778. Section 110 was in substance reenacted by section 108 
of the Mutual Security Appropriation Act, 1956, which reads in part 
as follows: 

Sec. 108. * * * Within the limits of amounts available from funds so allocated, 
the Department of Defense is authorized to incur, in applicable appropriations, 
obligations in anticipation of reimbursement from such allocations, and no 
funds so allocated and available shall be withdrawn by administrative action 
until the Secretary of Defense shall certify that they are not required for liquida- 
tion of obligations so incurred. Unobligated amounts of such allocations equal 
to the value of orders placed with the military departments against such alloca- 
tions shall be reserved and shall remain available until June 30, 1958, for making 
such reimbursements (except in case of funds obligated directly against such 
allocations) only upon the basis of materials delivered and services ren- 
dered * * ©. 

Under section 108, the Secretary of Defense is authorized to order 
items from the Army, Navy, and Air Force while at the same time 
notifying the service in question that the Department has set in “reser- 
vation” an amount equal to the total value of the order given. Under 
this authority, the services obligate their own appropriations for the 
procurement of the items for the military assistance progrart (fre- 
quently in connection with similar items ordered for their own use), 
or for the procurement of items for their own use to replace those in 
stock which will be made available to the military assistance program. 
They are reimbursed from the military assistance reservation account 
after delivery is made. 

Under this procedure, “reserved” funds cannot be withdrawn by 
administrative action until the Secretary of Defense certifies that they 
are not required to liquidate obligations incurred by the Service pur- 
suant to the procurement orders which were issued. 

A “reservation” under section 108 is not technically an “obligation” 
as that term is defined in section 1311 of the Supplemental Appropria- 
tion Act, 1955. It has, however, the substantial effect of an “obliga- 
tion” in that pursuant to statutory direction, funds held in “reserva- 
tion” cease to be available for other purposes. As a matter of fact 
when similar orders are placed between military departments, such 
orders are recorded as obligations under the requirements established 
by section 1311 of the Supplemental Appropriation Act, 1955. For 
all practical purposes, therefore, a reservation and an obligation are 
identical except for nomenclature. 

In the event of a change of program, military assistance appropria- 
tions must bear their share of contract termination expenses and other 
charges to which the Services may become subject by reason of the 
change, substantially in the same manner as if the contract had been 
placed directly with military assistance funds. 
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As a practical matter, a substantial deterrent to changes in the 
program after a reservation of funds is the fact that our allies are 
notified of the items scheduled and ordered for delivery to them and 
base thir own planning on the expectation that the United States 
will honor its assurances to them. 


OBLIGATIONS 


The term “obligations” is used to represent commitment of funds in 
a strict technical compliance with section 1311 of the Supplemental 
Appropriation Act, 1955. In effecting such an obligation of military 
assistance appr opriations, such funds are allocated by the Department 
of Defense to a military department for expenditure by it, in effect 
as agent of the Department of Defense. That department then ac- 
tus ully places contracts calling for the expenditure of the funds so 
allocated to it. The technical obligation of the funds occurs when 
the military assistane funds are cited on the contract. 


KOREA 


Mr. Wicetreswortu. According to the tables the military have sup- 
plied us in reference to Korea, I understand you expect to have $———— 
reservation and obligations outstanding as of June 30, 1956. 

Mr. McGuire. 

Mr. Wiccteswortn. And you are asking $———- of new money. 
So, if approved, that would give you $——— available for expendi- 
ture in 1957 and subsequently, would it not? 


Mr. McGuire. I want to be sure I am following you. You cannot 
quite do it that way, Mr. Wigglesworth. If I may aon this out to 


you, the $——— is a completely different kind of item than the 
: The $———— is the item we discussed that is to support the 
U.N. troops of our allies. 

Mr. Wiccteswortu. Well, taking the $——, that will give you 
$ available for expenditure i in 1957 or subsequently % Q 

Mr. McGuire. Yes, sir. 

Mr. Wicctesworrn. In 1956 you obligated $———— and expended 
> 

Mr. McGuire. That is right. 

Mr. WiccLtEswortH. What do you expect to obligate and what do 
you expect to spend in 1957? 

Mr. McGuire. On the Korean program, Mr. Wigglesworth, I am 
going to have to guess at that figure. I do not have that calculated out. 
| would say it is going to run—it is a fast turnover program; it is in 
- softer goods—it will run somewhere between $———— or there- 
abouts. 

Mr. WiccLteswortn. For obligations? 

Mr. McGume. For deliveries. 

a. WIGGLEswortH. $———— compared with $——— in the current 
year? 

Mr. McGuire. That is right. The $———— figure does not give the 
true relationship of what is to go in Korea. Bear in mind that the 
Korean forces were supported by our armed services and have been 
in the process of being taken over. Also, in the Korean picture there 
1s $—— in 1956 funds for direct forces support, and the direct forces 
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support figure was obligated and carried through. It is an overlap 
type of expenditure. 

Mr. Wiceieswortn. Let me ask you this: What do you estimate 
your unliquidated obligations and reservations to be as of June 30, 
1957? 

Mr. McGuire. I have no idea what they will be at the moment. 

Mr. WiccLeswortn. Well, how did you arrive at your request ? 

Mr. McGuire. You have asked me for June 30, 1957. 

Mr. Wiccieswortu. Yes. 

Mr. McGuire. I have told you I had to guess at the other figure on 
that. 

Mr. Wieciesworti. I do not see how you could arrive at your over- 
all request unless you had some idea of what you are going to obligate 
and what you are going to spend in 1957, 

Mr. McGuree. I have it by country in detail. 

Mr. WiccieswortnH. I am talking about Korea. 

Mr. McGuire. I appreciate that. I have that on the requirement 
sheet for deliveries. 

Mr. WiccLeswortn. Requirements are different. 

Mr. MvGutre. I said the requirement sheet and the deliveries. 
Now, I have an estimate of what we can do in performance on that. 

Mr. Wiceiesworru. I wish you would supply the best figures you 
can. 

Mr. McGuire. All right. The $——— does not include that por- 
tion supplied by the Army out of the Army pipeline. 


ASSISTANCE TO KOREA OTHER THAN MSA PROGRAM 


Mr. Wicctesworrn. You are asking overall for Korea military 
plus nonmilitary, $———. Do I aaa from what you have 
said to Mr. Gary that there is nothing coming to Korea in fiscal 1957 
from UNKRA? 

Dr. Moyer. No, sir. Some items will still be arriving but there 
were no new program funds for this year and there will be none next 
year. They are winding up gradually and working out what had 
been previously programed. 

Mr. Wiceieswortu. And there is nothing coming from CRIK in 
1957 2 

Dr. Moyer. No, sir. That type of program has been gradually 
wound up. It was more a relief type of operation. 

Mr. Wice._eswortn. It is wound up now? 

Dr. Moyer. We will still be doing some rehabilitation work, but it 
is not now a separate program. Westill have to continue some activi- 
ties of this type. 

Mr. WiaGLeswortH. How are you going to finance them ? 

Dr. Moyer. Out of these funds. 

Mr. WiceireswortH. There is no additional money to come? 

Dr. Moyer. No, sir. 


ASSISTANCE TO KOREA BY UNITED STATES MILITARY FORCES 


Mr. Wiccresworrn. And is the Eighth Army expenditure being 
covered by the $——— that has been referred to? 
Mr. McGutre. No, sir. : 


Mr. Wiccieswortu. They are not putting in certain funds? 
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Mr. McGuire. The Eighth Army expense, as I explained before, 
would come out of our military services budget. 

Mr. Wiccteswortn. Are not they doing some aid work in Kores 
in addition to their own expenses ? 

Mr. McGuire. If they are doing any aid work, it is very minor. 

Mr. Wicciesworrn. | wish you would supply for the record, when 
you revise your remarks, what that figure amounts to. I know they 
were doing it last autumn; I do not know whether they have stopped. 

Dr. Moyer. We are programing approximately $2 million in 1957 
to continue that program, but that is part of this $ $300 million. 

Mr. Wiacteswortn. It is included in the $300 million / 

Dr. Moyer. Yes, sir. 

Mr. WiccGieswortn. Now, this is the largest country program of 
all; is it not? 

Mr. McGuire. Yes, sir. 

Mr. Wiccirswortrn. And I notice there is apparently a deficit of 
something like $250 million and an adverse balance of payments of 
some $254 million, and there has also been for the past 10 years about 
a 100 percent inflation each year; has there not? 

Dr. Moyer. Until this year; yes, sir. As compared to 1953, there 
was a 229 percent inflation through 1954 and 1955—as you say, an 
average annually of about 100 percent. 

Mr. Wicerrswortu. And, generally speaking, these are factors 
which lead to your specific request for economic aid ? 

Dr. Moyer. Yes, those are the factors. 

Mr. WiccieswortH. What chance, if any, is there in the next couple 
of years through the development of power, fertilizer plants, rail- 
roads, and so on of cutting down substantially the need for economic 
aid ? 

(Off the record.) 

Mr. McGuire. I wonder if I might correct a misunderstanding on 
the question of Mr. Wigglesworth. I believe, Mr. Wigglesworth, you 
asked if the Eighth Army was contributing ‘anything 1 in Korea. In 
the Department of Defense budget, or any part of their budget which 
supports the Eighth Army, or any other of our troops over there, 
there was nothing included for Korea except for maintenance of those 
troops. I believe the Eighth Army is doing some work for the 
economic people for which it is reimbursed by the economic people— 
some construction work. 

Mr. WiceLeswortH. Out of the $300 million ? 

Mr. McGuire. Yes. 


PROHIBITED IMPORTS TO JAPAN 


Mr. Roserrson. Mr. Chairman, would this be a time for me to 
answer Dr. Fenton and give another piece of information on Japan 
about which he asked? 

You asked me, Doctor, what were the items that were prohibited 
by Japan from import. They do not have a list of prohibited items; 
their imports are regulated through the application of foreign ex- 
change controls. This is the accepted practice of practically all 
countries which do not have convertible currencies. For instance, 
it depends upon the need for a commodity in any particular period 
and the availability of foreign exchange as to whether it might be 
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imported or not. For instance, you might have a limitation against 
a commodity in one period that would be allowed in another, depend- 
ing upon the foreign exchange availability. 

Also, I might go back to the coal question. As you probably know, 
for practically all of Japan’s iron and steel industry requirements, 
coal has to be imported. The low grade coal in Japan is not suitable 
for coking. It is difficult to make coking coal out of it. So they have 
to import practically all of their requirements of coking coal for the 
iron and steel industry. 

Mr. Fenton. I do not know, Mr. Chairman, whether or not our 
military situation in Korea has been given to us—in other words, the 
size of the Korean Army and their forces. 

Mr. McGuire. I will furnish that off the record. 

(Discussion off the record.) 

Mr. McGutre. I might add that under the terms of the armistice, 
the Koreans have not been able to modernize the equipment beyond 
what it was at the time of the armistice, and we do face a problem in 
Korea. First of all, this equipment is being used harder, probably, 
than most military equipment is being used, and it requires a substan- 
tial quantity of spare parts to keep it in condition. I think we are 
going to have to include in our program the replacement of some of 
this equipment, where it is just about attrited. It is worn out, it is 
just no longer combat serviceable. 

Mr. Benton. How many men are in a division ? 

Mr. McGuire. About 15,000 men. 

Mr. Denton. A total of about 300,000 men ? 

Mr. McGuire. Yes. And then, of course, there are other support- 
ing units that go with it, that would make that figure higher than that. 

Mr. Fenron. In your basic data on Korea, what is shown as the 
population of South Korea? 

Mr. Rosertson. It is approximately 20 million. 

Mr. Taser. The book says 22 million. 

Mr. Fenton. Yes; the book says 22 million. That is just South 
Korea? 

Mr. Rosertson. That is just South Korea; yes. 

Mr. Fenton. That is all, Mr. Chairman. 


COST OF MAINTAINING KOREAN ARMY 


Mr. Forp. Because this is the largest program, I should like to bring 
out several points similar to those I brought out with reference to 
Japan. 

It has been reported in the newspapers that the ROK ground forces, 
approximates 650,000. If that is true and if we assume we would have 
to have an equal number of United States forces there to defend our 
poems it would cost us on a per capita basis approximately $3.9 

illion. 

Again I should like to have confirmation from you on the per capita, 
per annum, cost of United States Army personnel. What 1s it? 

Mr. McGuire. It is about $6,600. 

Mr. Forp. The arithmetic, then, would indicate that the per capita, 

r annum, cost would be almost $4 billion to the United States if we 
substituted our forces for ROK troops. 

Mr. McGuire. That is correct. 





Mr. Forp. In this program for the military for fiscal year 1957, 
you are requesting what ? 

Mr. McGuire. The Army, $———. 43 

Mr. Forp. Again assuming the newspaper reports are correct, if 
their ground forces total 650,000, it means it is costing us, to support 
those forces, about $700 per capita per annum; is that correct ? 

Mr. McGuire. That would be approximately right. 

Mr. Forp. In other words, it is costing us in this program about 
one-tenth as much to do it this way, in contrast with what it would 
cost us if we had our own forces there. 

Mr. McGuire. Yes, sir. 

(Discussion off the record.) 

Mr. MoGurire. Mr. Ford, the Korean program is certainly one of 
the highest priority programs we have. We have a 155-mile frontier 
along a narrow demilitarized zone and General Lemnitzer said—I 
think in a public statement before the House Foreign Affairs Com- 
mittee, that it.was somewhere around 10 times as expensive to support 
a United States soldier as compared to the cost to support a Korean 
soldier. 

Mr. Forp. Off the record. 

( Discussion off the record.) 

Mr. Passman. I should like to make the same statement J made 
this morning. Assuming it is our role and responsibility to be de- 
fending these nations throughout the entire world, our resources just 
would not hold out if we were attempting to maintain foreign military 
personnel on the same basis as we maintain our own military person- 
nel in those nations. It is a question of either getting a bargain of 
that type or else facing the fact that our resources just would not per- 
mit maintaining those large numbers. 

In all probability, considering the cost in Korea, you are not tak- 
ing into account, maybe, the hundreds of millions of dollars, and 
maybe a larger sum, which we spent getting the ROK Army up to 
where it could be accepted as a fairly good army; is that a fair 
statement ? 

Mr. Forp. I think it is also fair to say, whether we agreed with it 


or not, it was decided in June of 1950 that we were going to defend 
that area. 


Mr. Passman. Yes; I know. 
Mr. Forp. Since that time we as a Congress have consistently en- 


dorsed that course of action. We cannot argue that now. That is an 
accomplished fact. 


Mr. Passman. Yes. 

Mr. Forp. I am simply pointing out it is cheaper to do it this way 
from our point of view, since we assume that is an important part of 
the world for us as United States citizens to defend. 

Mr. Passman. I have no quarrel on that score at all. I know it 
is the law. We are going to defend it. I would not want the record 
to be read as indicating we are no longer going to have to send Ameri- 
can military personnel abroad, because we all know that if something 
should break out, we will either have substantial numbers of American 
military personnel in Korea, or there will not be any South Korea. 

Mr. Gary. That is true; but you would have to maintain more 
American boys right now in Korea if you did not have this program. 

78669—56——39 
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Mr. Passman. I think you are just as correct as you can be. 

Mr. Gary. I think that is the story we should get over to the moth- 
ers of America. 

Mr. Forp. Mr. Gary, I think that is the crux of why we can justify 
this program. 

Mr. Gary. That is right. 

Mr. Forp. I believe a few more questions should be asked, and 
answers given, to show that as a result of the continuation of the pro- 
gram at the cost we have had for the last several years, we have been 
able to withdraw 4, and possibly 5, American divisions, Army and 
Marine, from South Korea for redeployment elsewhere for the added 
benefit of the United States. 

I do not believe this is confidential, in fact, it is well known accord- 
ing to newspaper accounts. I should like to ask what our division 
strength was in South Korea, Marine and Army, 2 years ago, and 
what our division strength, marine and Army, is at the present time. 

Mr. McGutmee. Our division strength in Korea at the moment is two 
divisions. 

Mr. Forp. Two divisions, fully manned. 

Mr. McGutre. We had 7 Army divisions and 1 Marine division 
there when the activity was going on. 

Mr. Forp. Let us consider it as of 2 years ago, when the fighting 
had ceased. At that time I believe you had six divisions as a total. 

Mr. McGuire. That is correct, sir; except that there were also all the 
support forces backing those up. That does not take into account the 
substantial numbers of air squadrons of our Air Force stationed in 
Korea on combat duty who have now been withdrawn. 

Mr. Forp. Then it is fair to say in the last 2 years, as a result of the 
continuation of this program at X amount of money, we as a nation 
have been able to withdra w substantial ground forces of our own for 
redeployment elsewhere for the better protection of the United States. 

Mr. McGuire. Those are the facts 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Passman. Would you say that there is any similarity between 
our position now and our position in 1948 or 1949 when we shipped all 
the ammunition out with the exception of a very small mission? We 
gave an excuse at that time that we could not trust the leaders in Korea 
and I shall take some of this out of the record—but we only had suf- 
ficient ammunition to train for a 24-hour period. Are you familiar 
with the statements made back in those days? 

Mr. McGurre. Not in detail, Mr. Chairman. 

Mr. PassmAn. Are you familiar with the fact that we did pull out 
all of the military strength, except for a mission, and we shipped all 
the modern weapons out of Korea? 

Mr. Rosertson. I also remember, Mr. Chairman, that we refused to 
train the South Korean Army. I also remember that it cost us 135,000 
casualities and $15 billion to pay for that mistake. 

Mr. Passman. You are correct. Would you say there is any similar- 
ity between the weakness of the position in South Korea compared to 
the buildup in North Korea, then and now? It was brought out in 
the hearings that the North Koreans were violating the armistice and 
putting in modern equipment and other things. 
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Mr. McGuire. I think Mr. Robertson can answer that question 
better than I can. There is no question that the North Koreans have 
taken steps toward modernization, but I think we must also remember 
that the Korean Army we have over there is substantially different 
from the army of the initial period. 

Mr. Rosertson. As a matter of fact, they had practically no army 
in the period the chairman is talking about. Now they have a finely 
equipped, trained army of some 700,000. 

Mr. Passman. I think you know I support this program in South 
Korea wholeheartedly, if you isolate it out of the overall program. 
I do know this: I was in Korea in 1949. I have pictures in my office 
that were taken on the trip. The soldiers were getting their rifle 
practice but they were only allowed enough ammunition for about 2 
days. They were afraid they would set off a war. 

The air force consisted of two little Ryan single-seaters. They flew 
ver to honor the Congressmen present. 

I think they had about 16 horses in their cavalry. 

It was stated : 


We just do not trust them with sufficient ammunition. We are afraid they 
will start a war. 


If the stories I read in the papers are true—and you see the same 
accounts—it may be that the North Koreans are building up a large 
strength north of parallel 38, and if this should break out anew, we 
are going to have to rush our people back in there, are we not? 

Mr. Rosertson. Of course we would rush our boys back in there, 
Mr. Chairman, because the Chinese Communists would probably 


come back. The North Korean troop strength now is about the same 
as ours. 

Mr. Passman. Far superior, compared to what it has been as an 
army. 

Mr. Ropertson. We are not now in the same position of weakness. 
Before, the Russians went in, built up, trained, and equipped the North 
Korean Army. We refused to do that in South Korea and they were 
just duck soup for the Communists. 

Mr. McGuire. May I add that the last time they did not know we 
would go in, and we did. I do not think they will be quite so anxious 
to test our position a second time. 

Mr. Forp. I have been trying to find some information in the hear- 
ings before the Department of Defense Appropriations Subcommittee 
for fiscal 1957. The question is here, but General Taylor requested 
it be off the record, and therefore this should be off the record. 

(Discussion off the record. ) 

Mr. Roszertson. Mr. Chairman, I would like to say on the record 
that we now have a commitment from all the nations participating in 
the Korean war—there are 16 of us altogether—that if the North 
Koreans and the Chinese Communists violate this armistice by overt 
aggression, all 16 will go in and the war will not this time be confined 
necessarily to North Korea. 

Mr. PassMAn. Mr. Secretary, I hope it is not on the same percentage 
basis as in the last U. N. war over there. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 
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Mr. Forp. For the record, I have before me page 534 of the Depart- 
ment of Defense appropriations hearings for 1957, and a chart which 
indicates that the United States Army total strength in 1952 was 
1,596,419; in 1953, it was 1,533,815; in 1954, it was 1,404,598; in 1955, 
it was 1,109,296; and in fiscal 1956, it was 1.034.300. 

In other words, in the period from 1952 through 1956, there has been 
a reduction in our United States Army personnel of approximately 
560,000, or approximately a one-third reduction. It would appear 
to me that we have been able to reduce our own Army personnel, as we 
have added to the strength of the army forces in countries like Korea. 
This trend, in my opinion, has always been a justification for our own 
Army reduction. 

Mr. Gary. Had we not carried on this program, we could not have 
reduced the strength of our Army to that extent. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Gentlemen, if it is agreeable, we will recess this por- 
tion of our hearing. 


Fripay, JUNE 15, 1956. 


Laos 


Mr. Gary. The committee will come to order. 

The first country to be considered at this session is Laos. Mr. Rob- 
ertson, you covered it in your general statement, but I wonder if you 
have any additional information that you would like to add? 

Mr. Rosertson. I do not think so, unless you gentlemen have some 
questions. 

Mr. Gary. We undoubtedly will have some questions, but I won- 
dered if there were any general statements. 

Dr. Moyer. I will be glad orally to point out a few things. I have 
no written statement but the committee may recall that I submitted 
a statement for Cambodia, Laos and Vietnam, combined, a few days 
ago. 

sm Gary. Thank you, sir. We would like to know particularly 
why there is an increase in the amount of the request for Laos, what 
the money is going to be used for, something about your actual pro- 
gram there, and why this increase is necessary. 

Mr. Roperrson. May I interrupt a moment, Dr. Moyer? I said I 
did not have anything additional to say on Laos. However I would 
like to refresh your memory that in Laos we have a very serious situa- 
tion with reference to the Pathet Lao, the Communist controlled rebel 
group. In defiance of the Geneva agreement they still occupy the two 
porgreen provinces of Phong Saly and Sam Neua, on the Chinese 

rder. 

The Geneva agreement of 1954 recognized the sovereignty of the 
Royal Government over this territory and ordered the disbanding of 
the Pathet Lao forces. Now, 2 years after this agreement the Pathet 
Lao still refuse to allow the government to take over the administra- 
tion of these provinces, and the International Control Commission has 
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been unable to take action forcing their compliance. They have passed 
a resolution calling upon them to comply with the Geneva Agreement, 
but the Pathet Lao group continue their definance. 
: Mr. Gary. The illiteracy rate seems very high. 
Fi Mr. Ropertson. 85 percent. 
Z Mr. Gary. The life expectancy rate is only 30 years. 
F They have 1,500 people and 91,000 square miles. 
$ Dr. Moyer. Off the record. 
(Discussion off the record.) 


HEALTH CONDITIONS IN LAOS 








Mr. Gary. What are the health conditions in Laos? 

Dr. Moyer. They have malaria, several forms of dysentery, tra- 
choma, among others. The general opinion of a good many people 
is that the efficiency of the population as a whole may be less than 
50 percent what it could be if they were in better health. 

Mr. Gary. Is tuberculosis very prevalent ? 

Dr. Moyer. I am sure there is a lot of tuberculosis, but I do not 
have the statistics. 

Mr. Rosertson. Tuberculosis is all over Asia. 

Mr. Taser. Is this the country to which you sent a professor to 
teach them culture? 

Mr. Ropertson. Not that I ever heard of. 

Mr. TaBer. It was one of these Indochinese countries. 

Mr. Rosertson. To teach them culture ? 

Mr. Taber. Yes. 

Mr. Ropertson. I never heard of it. 

Mr. Taser. That was what one of these professors that was going 
over there said he was going to teach. 

Mr. Rosertson. If we are supporting any such program as that, I 
recommend that you gentlemen cut it out. Off the record. 

(Discussion off the record. ) 

Dr. Moyer. That covers the programs in general. I shall be avail- 
able for questions. 





















MILITARY ASSISTANCE PROGRAM 




















Mr. Gary. Tell us about the military assistance program. 

Mr. McGutre. The total military assistance program requested for 
Laos for fiscal year 1957 is classified. This program is to aid the 
Laos Government in equipping military forces and maintaining a 
state of effective readiness. 

Past programs, fiscal year 1950-56, have amounted to $———. 
These funds have provided major equipment to meet deficiencies for 
the Laotian Army as well as training ammunition, spare parts, and 
maintenance for equipment provided, and some war reserves. 

I would like to point out to the committee that a substantial part of 
the support of major equipment in this area came out of the surplus 
stocks in Indochina. 

The fiscal year 1957 military aid program will in general continue 
to support the same level of forces as the fiscal year 1956 program 
through provision of replacement of maintenance spare parts and at- 
trition losses and sufficient additional training ammunition to accom- 
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plish planned training; and petroleum and other lubricants, rations, 
and installation maintenance supplies and equipment to meet required 
deliveries through fiscal year 1956. There is no Navy or Air Force 
program for Laos. 

Mr. Gary. The amount you are asking for is a little over double the 
amount you had for fiscal 1956? 

Mr. McGuire. That is true from the standpoint of figures, but I 
would like to clarify this point. If you turn to page 142—A, you will 
see a figure which represents the surplus equipment we provided in 
addition to the fiscal year 1956 program. You see, this is a brand- 
new program. If you add the surplus equipment to the fiscal year 
1956 program you get the amount of equipment we actually provided 
in fiscal year 1956. 

There is another factor. We are not providing any real heavy 
equipment except a few trucks. The principal part of this program 
is in the direct forces support area. 

So, to look at it from another point of view, the fiscal year 1956 
program was primarily direct forces support. This year we have 
an increase in that area. 

I might add it is difficult to give you the actual forces that are in 
the process of being reorganized and formulated. We are supporting 
forces there to prevent, or to keep down, internal problems, and to pro- 
vide limited resistance against external aggression. 

Mr. Gary. In other words, the amount you are requesting will im- 
prove the conditions of the military forces that are there now rather 
than create new forces? 

Mr. McGutre. Yes, sir. There are no new forces. They are being 
reorganized. As you know, this area is a very important country. 

Mr. Rosertson. We are supporting a much smaller Army than they 
think they need and should have. 

Mr. McGuire. Yes, sir. 

Mr. Ropertson. They are confronted by Communist armed forces 
in two provinces refusing to allow the legitimate government to take 
over authority. It is obvious the Communists are trying to bring 
about a de facto division of Laos as they have done in Vietnam and the 
provinces selected are strategically located along the Chinese border. 

Mr. Lannam. How many men do they have in the army in the 
northern provinces? 

Mr. Rosertson. You mean the Communists? 

Mr. Lannam. Yes. 

Mr. Rosertson. I am not certain, Mr. Lanham. I do not know the 
exact number of Pathet Lao, but I would say in the neighborhood of 
5,000 or 6,000. And the Vietminh, the Communist forces in north 
Vietnam, are concentrated right across the border. 

Mr. McGurtre. Captain Robbins might speak to that. He has just 
returned from there recently. 

Captain Rorsins. There are approximately 7,000 Communist forces 
actually operating in the two northern provinces. 

Mr. Ropnertson. The Pathet Lao forces. 

Captain Roreins. They are opposed by approximately the same 
number of Laotian forces. However, that is purely an estimate be- 
cause it is an extremely difficult country. It is a typical Communist 
Vietminh operation. There are no fixed establishments except some 
of their minor support installations. 
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Mr. Wiccieswortu. Did you say 7,000? 
Captain Ropsrys. As nearly as we can estimate. They are the 
forces in the two northern provinces, Communist forces of 7,000, 
opposed by. approximately 7,000 Laotian forces. 
Mr. Lanuam. What do you mean by the two northern provinces ? 
Captain Ropprns. They are the Provinces of Phong Saly and Sam 
Neua being occupied by the Pathet Lao Communist forces which are 
trying to extend their influence in those provinces with a view to taking 
them over. The Laotian National forces are attempting to prevent 
a that. 


F air Lanyuam. The Communist force is 7,000 men, approximately ? 
¢ Captain Rosprns. Yes. 

Mr. Lanuam. In the two northern provinces? 

é. Captain Rosgins, That is correct. 

3 Mr. Lannam. I noticed a rather alarming editorial in the Post 
5 this morning about Laos, Cambodia, and V ietnam. 

r Mr. McGuire. I would like to add one other thing. They have been 
: in active combat in those areas. It is a guerrilla-type warfare that is 
M going on in those areas. 

; Mr. Roserrson. Daily conflict. 


EDUCATIONAL PROGRAM 





Mr. Lanuam. Would you comment on the educational program you 
propose for that area. 

Dr. Moyer. It is of a very simple type. I saw in the paper last 
night, I believe in the District of Columbia, there were 1,300 high- 
school graduates this year. In Laos I have heard the number of high- 
school graduates is expected to be 12 this year. That gives you some 
idea of the level of education. We are providing assistance in two 
fields. Ine is in the elementary schools. These people have a very 
strong desire for education, and we are helping, with local currency 
support, to build up some of the elementary schools and with technical 
assistance to improve teacher raining, In addition to that, I referred 
previously to a field service we are helping to support. We hope to 
7 build up a very simple type of vocational education, repair of motors, 
: woodworking, and that type of thing. 

Mr. Lannam. No culture? 
Dr. Moyer. No, sir. I agree with Mr. Robertson, if we find that 
type of program there we will cut it out. 
3 Mr. Denton. Is this the country where you had so much war mate- 
4 riel left over? 
4 Mr. Rozertson. No. That was Vietnam. 
Mr. Taper. Off the record. 
a (Discussion off the record.) 

Mr. WiacieswortH. You do not have a MAAG over there at all, 
have you? 

Mr. McGuire. No, sir. There is a civilian operation there, Mr. 
Wigglesworth. 

Mr. WiceiLesworth. Is it not a fact there was some arrangement or 
agreement at Geneva whereby the possibility of having a MAAG was 
ruled out? 

Mr. Ropertson. The French have charge of the training of their 
forces there. Off the record. , 
(Discussion off the record.) 
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Mr. Wicc.ieswortH. Does that mean as a practical matter we have 
to operate out of Cambodia ? 

(Statement off the record.) 

Mr. WiccieswortnH. Either on or off the record, you told us about 
their forces. Those are forces in being? 

Mr. McGurme. Yes, sir. 

Mr. WiccteswortH. What is the figure, roughly, in Vietnam and 
what is it, roughly, in Thailand? 

(Statement off the record.) 

Mr. WiccieswortH. Do you include Cambodia in that picture? 

Mr. Rosertson. Our authorized training is at the moment. 

Mr. Wiceiteswortn. But their philosophy is a little different at the 
moment from that of the others? 

Mr. Rosertson. Yes, sir; the official philosophy. 

Mr. Wiccieswortu. Off the record. 

(Discussion off the record.) 





UNEXPENDED BALANCE 


Mr. WicGLEeswertH. You seem to have an unexpended balance in 
this country as of June 30, 1956, of $ ——————, which, added to what 
you are requesting, would give you an availability of $ ——————_. 

What deliveries do you contemplate in fiscal 1957? 

Mr. McGurre. I would say, sir, we would run somewhere around 

————. It might get as high as $ 

Mr. WicereswortH. Off the record. 

(Discussion off the record.) 

Mr. WicoteswortH. On the record, I shall appreciate it if, in revis- 
ing your remarks, you will state what portion of this availability you 
expect to use in terms of delivery in fiscal 1957 and what unexpended 
balance you estimate at the end of fiscal 1957. You might also include 
a delivery figure for fiscal 1956. 

Mr. McGuire. We would have by country a year from now? 

Mr. WiceteswortH. As of June 30, 1957. 

Mr. McGutre. We have that information and can develop it by 
country for you. 

Mr. Wiccreswortn. I think a table by country would be helpful 
and would save a lot of time. 

Mr. McGurre. I will furnish that information for the committee. 

(‘The information requested was 2 tin to’the committee.) 

Mr. Taser. The bad feature about this program is you have a tre- 
mendous amount of nonmilitary funds unexpended. You estimate 
something in the neighborhood of $19 million of unexpended funds; 
is that not right? 

Mr. Mvurpny. Are you talking about Laos? 

Mr. Taser. Yes. 

Mr. Murruy. The unexpended balance for Laos is shown in the 
second column. 

Mr. Taper. It seems like an awfully big pipeline for that kind of 
material. 

Mr. Mcrprry. Well, considering the level of aid for 1956 and 1957, 
that pipeline is below average. 

Mr. Taser. What do you send them? 

Dr. Moyer. The general list of items is on page 147. 
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Mr. Taser. I have been looking at that page. 
Dr. Moyer. The general list of items that have gone in so far has 
included mainly textiles, some petroleum products, and some agricul- 


tural products. 


DELIVERIES 


I ought to make this general statement. The actual deliveries are 
moving slowly. One of the reasons is the extremely backward state 
of Laos. Laos earlier purchased all its requirements directly from 
Saigon. It did not do any importing. When it became an independ- 
ent country they had neither experienced people nor a mechanism 
through which to import. Furthermore, they were far up the river 
and it was extremely difficult to get anything to them, particularly 
with the new boundaries which had been established when three 
countries became independent. 

In order to facilitate solution of the problem of getting things into 
the country, we entered into a contract with a United States firm 
that has sent a group out there to help set up the necessary machinery 
and to train people in import nilocedures and everything involved in 
it. At the same time, our program has also been helping on the Thai 
side and the Laos side to establish a rail connection between Bangkok 
and Vientiane. As a result of these efforts, goods are now beginning 
to move; but we would not like to give the impression that all of these 
goods are on the way. 

This is just a part of the situation we are struggling with; it is a 
problem we will have to succeed in solving but have not completely 
done so at the present time. It is just part of the picture in Laos, and 
we are not satisfied with it. But I do want to say we are working 
hard to solve it and are making progress. 

As to this list of imports, whether these items will be the ones finally 
procured is hard to say. We are still experimenting as to the kinds 
of commodities that can be absorbed, are most needed, and the rate at 
which they will have to arrive. It is just part of the present picture 
in Laos. 

Mr. Taser. It is just a question as to whether or not you can ship 
that much stuff into the place, that is about the size of it, and have it 
used effectively. 

Dr. Moyer. Yes, sir. 

Mr. Taper. You cannot send too much at this time, because you do 
not know what would happen to it? 

Dr. Moyer. That is correct, sir. 


PHILIPPINES 


Mr. Gary. The next country is the Philippines, which has a popula- 
tion of 22 million, and an area of 116,000 square miles. They seem to 
be in very much better condition than some of the other countries in 
that area. The caloric intake is 2,280; their literacy rate is 65 percent ; 
their life expectancy is 42 years; 16 to 20 percent of their gross total 
expenditures are for defense, and defense expenditures amount to 
about 2 percent of their gross national product. 

Mr. Robertson, would you like to make any statement about the 
Philippines? 
(Discussion off the record.) 
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MILITARY ASSISTANCE PROGRAM 


Mr. Gary. I notice that the military assistance request for the 
Philippines for fiscal year 1957 is about 3 times the amount appro- 
priated for 1956 and the total program is nearly double. 

Mr. McGuire. That is correct. 

Mr. Gary. Would you give us some reason for this increase? 

Mr. McGuire. Last year for purposes of evaluating this program 
we more or less marked time. As you will notice, last year, with the 
exception of some very minor essential spare parts support, nothing 
substantial was programed except ammunition. This year the pro- 
gram includes certain attrition aircraft and general-purpose vehicles 
in rather substantial quantities. 

That primarily is the difference between the two requests. 

Mr. Gary. I notice from the statistics that have been presented to us 
that 23 percent of the total expenditures in the Philippines in 1953 
went for defense; that dropped down to 18 percent in 1954; further 
dropped to an estimated 17 percent in 1955 and the estimate for 1956 
is 16 percent. 

Does that mean they are lessening their activities and we are in- 
creasing ours; that we are taking over their burden? 

Mr. McGurre. It is obvious from the figures you have before you 
that their defense budget compared to the gross national product, is 
less. I think Mr. Robertson probably would like to give you more 
details on that point. However, I do want to point out that we have 
been and are going through the process of equipping, certain divisions 
and it isa gradual process. Equipping these divisions, must be based 
on the ability of the Philippines to receive and utilize the equipment. 
In this year’s program there is some additional equipment being 
programed as the Philippine forces are now ready to receive it. 

(Discussion off the record.) 

As to your specific question as to the difference in the budgets, I 
think Mr. Robertson would be the one to answer that or possibly Dr. 
Moyer. 

Dr. Moyer. May I comment on that? 

Mr. Gary. Yes. 

Dr. Moyer. I think in evaluating these figures which you have just 
pointed out correctly, you have to remember also one or two other 
things in the situation. One, you have to remember another very 
important problem in the Philippines, namely, that it was just about 
2 years ago or a little more than 2 years ago when the Huk problem 
was extremely serious and there was uncertainty as to how it was 
going to come out. In order to deal with this problem, President 
Magsaysay felt he had to devote a lot more attention to developing 
means to take care of unemployment, to help in the rural areas, and so 
forth. So that a good deal of the availabilities in the Philippines 
have gone for that purpose. 

The second thing which I would like to call to your attention are 
some figures on this page which I think indicate that the economic 
and financial picture in the Philippines is not good. The trade bal- 
ance, for instance, in 1954 was unfavorable, to the extent of $91 mil- 
lion, and a higher unfavorable balance is estimated in 1955. Their 
balance of payments also reflects this. If you will look down toward 
the end of that page, you will see the change in the level of their gold 
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reserve and foreign exchange holdings, which has progressively de- 
teriorated during the past few years. I believe that is now being 
stabilized; but, in the meantime, they have lost a considerable amount 
of foreign exchange. ve 

Then, going over to the budget picture, you will notice the deficit 
figures, as estimated. ! 

I think those different factors have to be taken into account when 
judging these matters. 

Mr. Gary. Do you have a statement on the Philippines? 

Dr. Moyer. Yes, sir. 


ECONOMIC AND TECHNICAL ASSISTANCE PROGRAMS 


The total assistance recommended for the Philippines in fiscal year 
1957 is $30.9 million. This compares with $29.1 million in fiscal year 
1956. 

Programs of economic and technical assistance in the Philippines 
over the past several years have concentrated on activities in health, 
education and agriculture, getting benefits directly to the people. 
These have been supplemented with other efforts aimed at achieving 
the same purpose, such as improving highways, opening up new land 
for settlement, and developing irrigation facilities. Substantial as- 
sistance also has been given in the training of personnel required by 
an independent Philippines in handling its manifold responsibilities. 

These programs have given substantial assistance to the Philippine 
Government and people in their efforts to improve living conditions 
and build up the economic strength needed to succeed with their inde- 
pendence. Those efforts have achieved notable success, as seen in the 
greatly improved internal situation compared with conditions just a 
few years ago. Some share of the credit may reasonably be attributed 
to the support given in these programs. 

More recently, as military costs have increased, a limited amount 
of local currency support to military construction projects was added 
to the program. Greater emphasis also was placed on projects to 
expand and diversify production, in order to help provide employ- 
ment and add to the country’s basic economic strength. 

A particularly significant undertaking in this direction is a project 
to provide credit to Philippine private investors for small- and 
medium-size industries, which will be continued in fiscal year 1957. 
In this project, surplus agricultural commodities financed with aid 
funds will be sold for pesos, which the Philippine Government will 
lend through commercial banks to Philippine private investors 
establishing small- and medium-size industries. Dollars for the pur- 
chase of imported equipment they may need will be provided from 
a line of credit extended by the Export-Import Bank and other 
sources. Technical assistance to potential investors is supplied 
through specialists on the staff of an industrial development center, 
the industrial advisory unit within the Philippine Government’s 
national economic council. 

The $30.9 million proposed for fiscal year 1957 includes $7.2 million 
for the local costs of military construction, and $10 million for in- 
dustrial credit. It also includes $7.8 million for equipment and sup- 
plies needed for developmental projects in the fields of agriculture, 
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road improvement, education and health, in support of President 
Magsaysay’s self-help rural program. There is $5.9 million for 
technical cooperation. It is expected that the Philippine Govern- 
ment will appropriate entirely out of its own funds the equivalent 
of $37 million to help cover the local currency costs of these projects. 

(Discussion off the record.) 

Mr. Taser. How much are you expending for the nonmilitary pro- 
grams in this particular fiscal year? 

Mr. Murpuy. Our estimate of the total expenditures is $26,761,000. 

Mr. Taner. How much of a carryover did you have of unliquidated 
obligations at the beginning ? 

Mr. Murpnuy. At the close of the 1955 fiscal year, we had 
$35,907,000. 

Mr. Taper. And you had $38.8 million added to it then ? 

Mr. Murpny. No, sir. The expenditure figure I gave you 

Mr. Taser. You had $38 million in 1956; you had $23.2 million 
plus $5.9 million, or a total of $29.1 million of new funds. 

Mr. Mourreny. That is correct. 

Mr. Taser. That made a total of 

Mr. Mureny. $65 million. 

Mr. Taner. And you expect to liquidate how much during fiscal 
year 1956? 

Mr. Mourpnuy. $26,761,000. 

Mr. Taper. Leaving ‘a balance of $38.2 million of unliquidated 
obligations? 

Mr. Moureny. That is correct, sir. 

Mr. Taser. That is more than you had the previous year? 

Mr. Murpny. Yes, sir. 

Mr. Taser. In other words, you are building up that figure all the 
time and your nonmilitary requirements are 

Mr. Murpny. $1.8 million higher for 1957. 

Mr. Taser. Your nonmilitary request is 

Dr. Moyer. $30.9 million. 

Mr. Taper. Which is more than you had last year? 

Dr. Moyer. Yes, by $1.8 million. Our expenditures, however, for 
fiscal year 1957 are expected to go up by about $8 million to $34.3 
million, which would leave us a pipeline at the end of 1957 of $34.8 
million which would be a reduction from the pipeline at the begin- 
ning of that year. 

Mr. Wiecieswortu. Compared with what at the end of this year? 

Dr. Moyer. $38.2 million—a reduction of $3.4 million during fiscal 
year 1957. 

Mr. Taner. What are the major items in the pipeline? 

Dr. Moyer. In the pipeline, one big item is the section 402 surplus 
agricultural commodities. There is $16.4 million of that type of 
item alone, all but $1.0 million of it financed with 1956 funds. I 
might mention that this is a recent figure and represents a revision of 
the earlier estimates of surplus commodity sales to the Philippines in 
1956, which appears in the green book on page 151. Now, if you sub- 
tract that $16.4 million from the total estimated unexpended balance 
at the end of 1956, you will have left approximately $21.8 million. 
That is for a variety of purposes. First of all, for participants and 
balance due on contracts there is approximately $5 million. For items 
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in the kinds of projects I have described in various parts of the pro- 
gram, about $16 million. 

Mr. Taser. What are they? 

Dr. Moyer. About $3 million in that list is for commodities in the 
industrial program of 1955. An additional $7.2 million is for projects 
in health and for such things as irrigation in agriculture, roads and 
harbor improvements. Those types of commodities then account for 
$10.2 million. That about makes up the total unexpended balance 
at the close of 1956. 

These are items on which there is a longer lead time. I am sure it 
is clear to the committee, but I would like to emphasize that lead time 
is more than the time involved simply in procurement. Before these 
projects are entered into, they are studied very carefully. Sometimes 
we require engineering studies to be made, so that a part of the lead 
time is for this preparatory work. It is not entirely what is required 
in procuring, in manufacturing, and in shipping. 

This, I might add if I may, is a large pipeline for this kind of a 
program. However, if you subtract the agricultural items it is not 
so large a pipeline, and I would like to add this, that these remaining 
items, of course, are all for projects on which we have commitments. 
These are elements in the program which have been worked out and 
agreed on, with which we are going ahead. We encountered several 
unusual delays in developing the 1956 program, and that is part of 
the reason for this lag and part of the reason why, as Mr. Murphy 
has indicated, we expect better performance during 1957, and I have 
every confidence that we will be able to live up to that prediction. 

Mr. Taser. In the Philippines, is not hemp one of the major crops? 

Dr. Moyer. Yes, sir, that is one of the crops that they have tradi- 
tionally. That is called abaca. 

Mr. Taser. Yes, I know. 

Dr. Moyer. That is listed as among the principal exports on the 
first page of the statistics. 

Mr. Tazer. Yes, but it is not one of the things that shows the larg- 
est production. 

Dr. Moyer. That is correct. During the war, the plantations deteri- 
orated. A mosiac disease got into these plantations. Before the war, 
many of them were actually in the hands of the Japanese. They had 
been developed and carefully handled. During the war and later, 
they were not so well handled. This mosiac disease spread rapidly. 
That has been the cause for the deterioration, and it has been a matter 
of considerable concern. 


GROSS NATIONAL PRODUCT 


Mr. Taxser. They seem to have a pretty fair gross national product 
for that area. 

Dr. Moyer. Compared to other countries in that area, that is correct, 

In general the standard of living in the Philippines, because of the 
connection with the United States in the past, is somewhat higher than 
it is in some of the other countries of the area. 

Mr. Taser. Is not the trouble with the Philippines the fact that 
during the United States occupation there we paid a tremendous 
amount of the operating expenses and taxed them very little? Is not 
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that about the picture we have? You need not answer it if you do not 
want to. 

Dr. Moyer. I would not think so. It seems to me that we have — 
a real asset in the Philippines in this respect: In every country of Asia, 
the Communists are playing up what they say falsely are the better 
conditions in Communist countries, and then their next point is that all 
you have to do is to adopt communism and you are better off. I think 
that these better conditions which exist in the Philippines are an 
enormous asset to us in this struggle. 

We have a case where we can demonstrate that with democratic 
methods and in association with the free West, better conditions are 
possible. 

So, to me, sir, that is an asset rather than a liability. 

Mr. Gary. The Philippines are also the best answer we have to the 
claim which is sometimes made about our support of colonialism. 

Dr. Moyer. Yes, sir; there is no question about that. 

Mr. Ropsertson. Also the Philippine economic program is the small- 
est of any country in the amount of assistance that we are giving them. 

Mr. Taser. I guess that is all I have. 


MILITARY ASSISTANCE PROGRAM 


Mr. WicGLtesworrH. Do I understand you to indicate that there are 
only ———— divisions there? 

Mr. McGuire. No, sir; that is not correct. I told you we were 
changing the organization of their army from regimental combat 
teams to divisions and up to this point had been successful and are now 
proceeding further. 

Mr. WiceLEswortH. The total number in being is 

(Statement off the record.) 

Mr. WiccieswortH. What is the equivalent in divisions or in man- 
power ? 

Colonel Crrrz. There will be a higher personnel ceiling, but the 
manpower will be distributed differently. 

Mr. WiceieswortH. What I am after is a general picture as to how 
much military contribution there is here. 

Colonel Crrrz. The battalion combat teams were used in the past 
against the guerrilla activity of the Huks. We are now switching the 
equipment to a divisional organization and supplying them heavier 
equipment. 

Mr. WicereswortH. What do those teams represent in terms of 
manpower or in division equivalent ? 

(Statement off the record) 

Mr. WiccieswortH. Off the record. 

(Discussion off the record.) 

Mr. WiccLeswortH. When is that supposed to be realized ? 

Colonel Crrrz. In 1959, sir. 

Mr. Wiecieswortn. Off the record. 

(Discussion off the record.) 

Mr. WiccLeswortH. You are going to furnish the committee with 
the figures for 1957 estimated and the actual figures for 1956? 

Mr. McGuire. The aircraft, which represents some $——— of that 
unexpended balance, and the Navy long-lead time items, will be de- 
livered next year in substantial part. Therefore the delivery figure 
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1957 which will include those costly and big items will be substantially 
larger than the deliveries for 1956. 


NONMILITARY PROGRAMS 


Mr. WieG.esworrH. Now, from the nonmilitary stand-point, how 
many programs do you have functioning now ? 

Dr. Moyer. I do not quite understand that, Congressman. 

Mr. Wicereswortu. When I was out there in the autumn, I under- 
stood that there were something like 50 separate programs in the 
economic field that you were trying to operate, and at that time it 
was stated that you were contemplating Sune up about 21 of these 
programs this year. I want to find out what the picture is in that 
respect, if you know. 

Dr. Moyer. I do not know the details of it, but it is correct that 
they are constantly reviewing the projects and that they have been 
cutting down on the number of them. I do not have the details of 
that; I am sorry. 

Mr. WiceLEswortH. It seems to me that the number and character 
of programs ought to be kept under close supervision. Otherwise we 
shall havea lot of scattered programs which are not effective and which 
will probably involve unnecessary expense. 

Dr. Moyer. Yes, sir, that is definitely true, and it is a problem with 
which we are concerned in every one of these programs to limit them 
to those things which are essential. 

Mr. Wieeieswortu. Well, it seemed to be the consensus of opinion 
there, last autumn, that 50 programs was an excessive figure. 

What can you say about the barico program? To what extent 
is that included in the picture there ? 

Dr. Moyer. That is included in this program. 

Mr. Wiceeteswortu. How much of the $30 million would you say is 
going into that? 

Dr. Moyer. I would say that $7.8 million is going into that, plus 
$5.9 million of technical cooperation, or a large part of this amount for 
technical cooperation, not all of ii. The $7.8 million in defense sup- 
port will go into various projects in the program, including such 
things as road construction, resettlement in Mindanao and projects 
of that kind. 

Mr. WiccteswortH. You attach great importance to that particular 
program ? 

Dr. Moyer. Yes, sir, I do. I feel that President Magsaysay is right 
in feeling that this problem can be licked. 

Mr. Wieciesworrn. I know the importance that he attaches to it. 
[ wanted to know how you felt about it. 

Dr. Moyer. I feel the same way, sir. 


PERSONNEL IN ECONOMIC PROGRAMS 


Mr. WiecieswortH. How many personnel do you have on the job 
out there in the economic field ? 

Dr. Moyer. The latest figures we have are for the 31st of March. 
We have employed directly 129 and under various forms of con- 
tract, 51. 

Mr. Wiecieswortru. Plus various local personnel ? 

Dr. Moyzr. Yes, plus various local personnel; that is correct. 
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THIRD COUNTRY TRAINING 


Mr. Wiceiteswortu. One further question: What is the status, if 
any, of the suggested third country training in the Philippines or 
elsewhere ¢ 

Dr. Moyer. Elsewhere, particularly Taiwan, we have given sub- 
stantial assistance to encourage study there by Chinese students rather 
than have them going to Communist China. In the Philippines, there 
are a number of things that we are doing. 

Mr. Wiccteswortu. What I have in mind is the specific suggestion 
that, instead of bringing people from some Asiatic country to America 
for training that they could be brought to the Philippines, for exam- 
ple, and given probably just as good training by fellow Asiatics, with 
perhaps more effective results and with less cost to America than is 
involved in bringing them over here. 

Dr. Moyer. When Mr. Hollister was in the East, and I was with him 
last fall, we looked into this in a number of countries and we are mov- 
ing along in that direction. For instance, a very substantial number 
are coming to the Philippine College of Agriculture. Off the record 
may I give another example? 

(Discussion off the record.) 

Dr. Moyer. To indicate the extent of ICA-sponsored third country 
training, I should like to submit for the record a table which I have 
here, showing that 370 participants from countries in the Asian area 
were sent for training to 5 Far East countries during the 21-month 
— from July 1, 1954 through March 31, 1956: 201 were sent to 
Japan; 71 to the Philippines; 68 to Taiwan; 22 to Thailand; and 8 to 
Vietnam. A total of 12 countries participated in the program and, of 
these, all but Japan sent students to other countries in this area for 
training. 

(The table referred to follows :) 


Participants arriving for training in 3d countries in the Far East during period: 
July 1, 1954-—Mar. 31, 1956 


Arrivals in training country ! 


Country of origin 




















Japan Philippines} Taiwan Thailand | Vietnam Total 

CRIED. < oS once cnccnns hx Weevllseunn<ssbbGdanactateste s 13 
China (Taiwan) --_-.-...-----.- 78 WP Ric dtatear tadcee akin acini eatin eae eel 84 
eS, Ee aii A eI ca i a ck ea 25 
DIN. 20: oScuncoeecsesekk 29 Packee ntvkCaednsaonceh cei daceenb ence 35 
TO iil icin itsakttn alae cde @ ae 4 9 13 
eee Se iccaie eras maaaeg saa iemenes hiciale BO Beaks cmc ee 19 
BN Gare cc IS 2355. ek DM se bh eek CR SOL ai nce k chs en cebebeldend 1 
ls leeches Saiibaeake Dh ia choles ticaites a Er eal Ck oe 1 
PE... seeanckrsclee | 00 tice 4| 3 27 
os avcnenennaceestoas SF il > -940 =) ee ~ppiianih-achd-cepsad bn seabes 37 
Vietnam.____- pinnae sucnenael 6 | 54 | 55 | Pee a eu bb dl ccann Ria eale 115 

ee tes | 201 71 68 | 22 S | 370 








1 Participants in 3d countries for period of 4 weeks or less are not included. 


Mr. WiceLteswortH. How about the Vietnamese; there are some 
Vietnamese in the Philippines for training, are there not? 

Dr. Moyer. Yes, there are some Vietnamese in the Philippines. 
However, the language problem is a barrier. They are mostly French 
speaking but there are some high-level people from the Ministry of 
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Education in Vietnam who are going over there and studying, and we 
are encouraging them to do so. 

Mr. Wiceteswortu. It is a definite policy, and you intend to use it 
insofar as it seems to be practical ¢ 

Dr. Moyer. Yes, sir. 

Mr. WieeteswortH. That is all, Mr. Chairman. 

Mr. Rozertson. Mr. Wigglesworth, as you know, we have recent] 
decided to establish a nuclear training center in the Philippines, whic 
will bring other Asians, students, from many Asian countries there. 













UNEMPLOYMENT IN THE PHILIPPINES 






Z Mr. Fenton. I notice there has been a great deal of unemployment 
é in the Philippines. I believe 25 percent of the labor population of the 
i Philippines is unemployed. 

j Mr. Moyer. Yes, sir. 

; Mr. Fenton. Which means about 2 million people. 

Dr. Moyer. Yes, sir; that is right. 

Mr. Fen'ron. Is it on the increase ? 

Dr. Moyer. Yes, sir; it has been on the increase, and it is a factor 
that I had not mentioned, but it should be mentioned. This is one of 
the important problems there and it is one of the reasons why we have 
given a good al of encouragement to the building up of small in- 
dustries. Agriculturally, of course, they are opening up new lands in 
Mindanao and we are helping with that, but agriculture cannot absorb 
this entire number. 

There has to be a wider diversification of economic activities. It isa 
very serious problem. Many of those men are not well trained, and 
being unemployed they provide the most fertile ground for commu- 
nistic propaganda. 

Mr. Fenton. I would rather imagine that it is fertile ground for 
opposition to the President also. If something is not done to relieve 
it, I think it would be a serious problem, as unemployment is in any 
part of the world. 

Dr. Moyer. Both in this industrial part of the program and in 
what we are doing to help open up new lands in Mindanao, our pro- 
grams are directed toward this problem. 

Mr. Fenton. How do they take care of the unemployed people in 
the Philippines? 

Dr. Moyer. I do not believe that the Government has any general 
pa I think they just have to be taken care of by relatives and 

y what they can do for themselves. I know of no broad general 
unemployment type of program of the Government. What they have 
to do is to shift for themselves or get help from their families. That 
is one of the reasons why President Magsaysay is trying to develop 
the country’s natural resources and build up production. 

Mr. Fenton. That is all. 























SEATO OPERATION 






Mr. Forp. Can you give us a general summary of the success or 
failure of the SEATO operation last fall ? 
Mr. Ropertson. Are you talking about the operation in Thailand? 






78669—56——-40 
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Mr. McGuire. If you are talking about the military maneuvers, I 
think Captain Robbins can tell you about those. 

Captain Rosgrns. I think Mr. Robertson could speak on that better 
than I could. : 

Mr. Rosertson. It was a great success. It really exceeded our ex- 
pectations, and was very enthusiastically acclaimed by the SEATO 
members. They thought it was a very constructive thing to do, to 
have this visual evidence that SEATO was not just a paper treaty. 

Mr. Forp. Did all of the nations which are members of SEATO 
participate ? 

Mr. Rosertson. No. Asa matter of fact, all of them did not par- 
ticipate because it was logistically impossible for them to do it on such 
short notice. 

May I go off the record and give you a little background there? 

(Discission off the record.) 

Mr. Forp. Did nations such as the Philippines participate in that 
operation ? 

Mr. Rosertson. They had a battalion there—a token participation. 
They would have participated to a greater extent if there had been the 
time. 


REPARATIONS SETTLEMENT BETWEEN JAPAN AND THE PHILIPPINES 


Mr. Forp. Would you care to comment, either on or off the record, 
on the impact on the Philippine economy of the reparations settlement 
between Japan and the Philippines? 

(Discussion off the record. ) 

Mr. Forp. When does this reparations agreement actually go into 
effect in the supplying of equipment and so forth ? 

Dr. Moyer. It has been approved by the Japanese Diet and is now 
before the Philippine Congress. My understanding is that it has 
not yet been passed by them. 

Mr. Rosertson. I think it has every prospect of being approved by 
them. 

Dr. Moyer. Yes, in the near future, but thereafter it will take the 
usual time to perfect it, as they have to get down to specifics. I sup- 
pose it would take much of this calendar year to properly work out 
the details and go forward, and presumably, the actual movement of 
equipment will begin in the next calendar year. 

Mr. Forp. It is quite likely, then, that the impact of that might have 
some secondary effect on our own economic aid program ? 

Dr. Moyer. Almost certainly it will. We will have to study it very 
carefully so that we can help the Philippines in ways from which they 
will get the maximum advantage from all the resources which are 
made available to them. 

Mr. Forp. Is not the program that you envisage for fiscal year 1957 
naturally tied in with this reparations program ? 

Dr. Moyer. I think so, because we now have, well, more than half 
of it in the form of agricultural commodities which will generate 
local currency, and insofar as we can foretell, the big need will be 
for pesos, so that if this could be adjusted, I feel it might be desirable. 

There might be some other changes necessary but there is a great 
deal of flexibility possible in the program that we have sAeaiadal: 
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Korea 


TASCA MISSION 


Mr. Forp. Mr. Chairman, may I turn back for just a minute to the 
Korean situation? Yesterday I asked for some documents in refer- 
ence to Korea, and I could not get them until this morning. I notice 
that in the fiscal year 1954, the Tasca mission had reported to the 
President a program of $1,200 million for Korean relief, rehabilita- 
tion, and defense support, including all necessary economic aid to the 
Republic of Korea through the fiscal year 1957. Are we still operating 
on that. program, and how far along are we? 

Dr. Moyer. That report formed a general basis for our program 
but it was not adequate as a complete guideline. 

It was what we started on, but our recommendations now are based 
on the situation as we find it at the present time. Except as the present 
program is influenced by the pattern which that report generally laid 
out, I would say it is no longer of very great significance in our present 
programs. 

Mr. Forp. Have we also abandoned the so-called Nathan report? 

Dr. Moyer. I have never even read the Nathan report. We did not 
use it as a basis for our programs. 


UNKRA PROGRAM 


Mr. Forp. Also I have documents on the UNKRA program which 
bring up to date the pledges, the contributions, and the balances out- 
standing. Are the books closed on that program, and are you operat- 
ing free and clear of it now? 

Dr. Moyer. No; there are still some projects to be completed. I do 
not know exactly what the ceeiiel amount is, but there is still a 
certain part in some of the industrial plants they helped finance and 
in some of the other projects. As you know, there are no new funds 
for this year or planned for next year. There is a certain amount in 
unliquidated parts of the program, but I do not know how much that 
is. Off the record. 

(Discussion off the record.) 

Mr. Forp. Will there be any effort made to get these nations which 
are still deficient in their contributions, will there be any effort made 
to get them to pay those deficiencies? 

Dr. Moyer. I believe it is considered that this is pretty much of a 
closed book. As it was being wound up there was such an effort made, 
but I think it was felt that all that could have been gotten was gotten 
at that time. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Forp. I think it might be beneficial for the record if we could 
insert this final financial statement for UNKRA. 

Dr. Moyer. Yes. 

Mr. Gary. Without objection, it will be inserted at this point in the 
record. 

(The matter referred to is as follows:) 
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Unitep Nations Korean REcONsSTRUCTION AGENCY 


Statement of Government pledges and contributions as at Apr. 30, 1956 
[Expressed in terms of United States dollars] 


Total received 


Amount | Prior to July 1, 1955 | July 1, 1955, to Total Balance 




















pledged Apr. 30, 1956 received out- 
ictduppenmemenatl standing 
In cash | In kind!) In cash In 
kind 
Member states: 
I coat sno nitiames a ee NO enpcce<dcedd. $500, 000 |........-- 
Des ee ns Et k ef REE UO Vent esces tincacteecacl<. osu OE GEO Bon ccupsnae 
MR Soren e  dotal. 179, 474 139, 474 COD: fons ied et 2c. 
RS inn i nicbneswhubg 600, 000 400, aniline $200, 000 |.....- ae oes 
DR h Seki cetabnns CG hn. c ced On Ob fcc costo. ee Dodie nce 
I i cinn ade mmacdeees RE De ne 4 AD Redobetaedetel-ppehoatiimdeains RDB ti teatibeens 
RS rcsca eee aoe 7, 413, 021 EGE Be tance cea necinaness 7 413, ME Bs ssccauinn ween) 
CONG ose coca dre gp che YT Jennie csaveloooncewses 250, 000 |.....- 280, 000 |. ........- 
einai eee 860, 000 SOE Diicetinn saul kcbcsancalh apes 289,555 | $570, 445 
Dominican Republic---- 10, 000 | -...-...----]..-..--..-|.~--------]--2e- Jeet eee 10, 000 
DN ccngitcenbenienenss PPE hasdesensienn Mp TMD fh ennawewceclcnsens TT beaxasycree 
eee 500 i idntipccresicwesnenekebocooos thea live 
ee ee a ee 40, 000 GOOD fF vennivecenlyicesncns] csacey NOP El eiecs 
na chapeaitickesn weenie 142, 857 MEE Eenwidininlewhutnieos Oh innatonl I seed 
NOIR. 5) sbi one dcsitce 16,080 ] 5-2. nanas Bb peereregens Borsa 12, 063 6, 000 
III a snjscinctnsxssinin eco cts aeitarin cal telgaoen  taerin te eal le eiatabaia itl neal edi ic aaah lk Scien Mic eda ek eli 
a 2, 500 Sp OOD Vekcekcubiatsabcscsasc|atetes SEED Un canescens 
ae 143, 706 ETE Cann eeniedlinnscckinetlacscae SE Bic ccna wens 
aii trans thtnegenaseoecits 36, BN accicieaictaca naa 33, deer Ried 33, 2, 500 
oe ee oe rE ee ee a 1, 694,933 | 320,000 |_____- lf ME aeseited 
ID og sninmiscessnbor , 000 PR ine ib bein ss ccckccasl sep ive ae 
ici onicicecansptne NIT ene’sansoess PE Rencnneeyicelisaconp 15, 000 |--.....-.. 
Luxembourg ---.-.-.-.----- Cee MNGUN sees) O6,000.| 152... 
OO eee OID Beinn = ann nnn nl amning inwnn| nde e dons en| iar ensl onan anceeney 40, 000 
Netherlands._.-.......-..-. LORE Cee 1, OUR O00 fon... ess) 5 258s] Y OG Gir | .<2..:-.-. 
New Zealand............. 850 . A eee 278, 950 |_....- ORG BOD hi bacécadew 
le RATE EES: 1, 725, 323 | 1, 698, 846 TES Vatican ascend ty, Sf eiienieieiel 
Eee Se to ceccacnseeelnaecas geet 315, 000 |_.... 315,000 }.......... 
OE a see cons Me lonnepestbea sche baswnpeel sth e->s0Gul~ rest ecsnanageek 3, 000 
POPES... .2.54565065. 2. 10, 000 19,090 | ..-.-25 200] 52 -etlsaf ele 90 O00 1. cs-ci.... 
Saudi Arabia------...----- 20, 000 BORD hi enponsiccahen anos quciebign ages BAND basic biasee 
I oe eee n toa 966, 518 WNT Ph stg eco eel vp nagenenlowceee 322, 237 644, 281 
United Kingdom of Great 
Britain and Northern 
eee a. i355 t eet 26, $40, 602 | 25, 000, O02 }......-...)........-2] 2222. 26, 840, 002 |..-....... 
United States of Amer- 
Rte te 92, 902, 615 | 92, 902,615 |..........|...-------}.2 92, 902, 615 |.......... 
FORGO. svicinnincttee 100, 000 30, 000 FOOD hiss seed ses EOD 1.4 
Total, member states-_-|140, 834, 190 |135, 723, 291 |2, 470, 723 |1, 363,950 |____.. 139, 557, 964 | 1, 276, 226 
Nonmember states: 
Liechtenstein. .....-...-- 465 OG Bias et staked icy cekeaeat<ohae en 
OS eee Phi 1, 144 ee Tnauih tani MD lsécaoe 858 286 
Switzerland---..........- 313, 954 232, 558 23, 256 58, 140 |...... $18,964 |. .-...... 
I I io cccccmntaeees 10, 000, PE ictnthtl Rina acmmaiandinel mapa oe WO GED FT ecdnsnncis 
WIR sc cconorvncscunsin | 0) 1,000 }---.2.-2.7..- 2. ee }2--s-.-- 
Total, nonmember 
SIN Ge ais akntba 335,563 | 253,595 | 23,256 | 58,426 |... 335, 277 286 
(2benG tet. cid ces dd 141, 169, 753 ‘ox 976, 886 | 2, 493, 979 |1, 422,376 |___._- 139, 893, 241 | 1, 276, 512 


1 These contributions in kind have been made available to Unified Command for) use in the emergency 
program for civilian relief in Korea. 

2 Previous contribution statements have shown pledges of $4,001,726 for Australia, $28 million for the 
United Kingdom and $162.5 million for the United States. At the time these pledges were made the govern- 
ments concerned stipulated that payment of the full amounts was conditional upon certain matching con- 
tributions being received from other governments, and in the case of Australia and the United States upon 
certain percentage limitations. In this statement these amounts have been adjusted to reflect the maxi- 
mum contributions of these governments in accordance with the terms of their pledges, on the basis of total 
contributions made by other governments to the program. 

3 The Government of Guatemala has pledged a contribution of 10,000 pounds of coffee as yet not valued 


MANPOWER CONTRIBUTIONS BY THE PHILIPPINES 


Mr. McGuire. Mr. Chairman, in regard to the answer that Sec- 
retary Robertson made to Mr. Ford on the contribution made by the 
Philippines. I would like to call to your attention to the manpower 
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that the Philippines supplied to Korea. If they had not done so, we 
would have had to supply it. The same thing applies to all of these 
areas we are talking anes this morning. We were talking about the 
war deterrent. It is not generally understood by the people in our 
cities but actually the Philippines are supplying the forces to stop the 
Communists from moving forward, men that we would have to supply 
in some part if they did not do so. 


EFFECT OF JAPANESE REPARATIONS ON PROGRAMS 


Mr. Rosertson. You asked about the effect of Japanese reparations 
on our various programs. 

The Japanese are very much concerned about how these reparations 
payments to the various countries with which they make settlement 
are to be used, and that they be used constructively. 

I think it is absolutely essential that in every one of these countries 
where reparations settlements are made, that our programs be care- 
fully coordinated with the programs for which these funds will be 
used. 

As you well know, the development assistance that is needed in Asia 
is far beyond any ability of ours to supply. So, it does not mean that 
it is going to lesson our programs, but T think it will help our programs 
and tae in the achievement of our objectives sooner than if they did 
not come, but I do not think that they will supplant them. 

The Japanese have made a suggestion which I will not discuss here 
because we have not even begun to evaluate it ourselves. However, 


they have made a definite mageion as to how these funds could be 


used, and the part that we could play in formulating the program. 

Mr. Forp. May I ask, off the record, with how many nations are 
reparations negotiations going on other than Japan ? 

Mr. Ropertson. Off the record. 

(Discussion off the record.) 

Mr. Forp. That is all. 

Dr. Moyer. In answer to a question which Congressman Wiggles- 
worth asked, as to whether we are cutting down on the number of 
projects and personnel in the Philippines, there is some information 
here on that which I should have mentioned. It is on page 160. In 
1957, we are proposing a substantial reduction in the number of par- 
ticipants coming to the United States. Also there is a proposed re- 
duction in the number of technicians being sent to the Philippines. 
That is in line with our policy. 

Mr. Wiceteswortn. On what page? 

Dr. Moyer. Page 160. On the right-hand side of that page you will 
find the number of technicians and participants programed. The 
number of United States employed technicians is seid from 151 in 
1956 to 140 in 1957. 

For contract technicians, we reduced the number from 90 to 40. 

Also on contract, we reduced the number of participants from 23 to 
20. The number of noncontract participants will be reduced from 
341 to 272. So these programs do reflect some reductions in the over- 
all, compared to what we covered previously. 

Mr. Ginx, The committee will stand adjourned until Tuesday 
morning at 10 o’clock. 

Mr. McGuire. Thank you, Mr. Chairman. 
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TuEspAy, JUNE 19, 1956. 
Tatwan 
MILITARY ASSISTANCE PROGRAM 


Mr. Passman. The next country is Taiwan. Inasmuch as the past 
and present programs for Taiwan, or Formosa, are confidential, I 
would like to indicate that your request for 1957 is about 80 percent 
more than you had for fiscal 1956 under the military assistance pro- 
gram. 

Mr. McGuire, will you justify the request for the very large amount 
for fiscal 1957 over the amount in the program for fiscal 1956? 

Mr. McGuire. The Government of the Republic of China main- 
tains a mobilized force of over 600,000 uniformed men for defense 
against possible attack. The Chinese Communists have publicly 
announced their intention of taking Taiwan by force, if necessary. 
During the past year the Communists have given a high priority to 
completion of a network of jet airfields, strategic railways, and naval 
facilities opposite Taiwan. They are better prepared than ever before, 
therefore, to launch a massive attack. While we do not expect such 
an attack to take place immediately—and that is not what I am try- 
ing to infer here——I am just pointing out that they are building 
up their forces over there and certainly they are not building them 
up for farming—nevertheless any reduction of the defense effort on 
our side could lead to Communist aggression against the Chinese na- 
tionalist forces. 

This pipeline figure for Taiwan is not considered too large, in- 
asmuch as a large portion covers aircraft and other long lead-time 
equipment. An additional program is required for fiscal year 1957 
for ammunition, aircraft, direct forces support, and equipment main- 
tenance, including spare parts and components. Mr. Wigglesworth 
has asked for a table which shows our expenditures in 1957 and 
1956. 

Mr. Passman. Are these confidential figures ? 

Mr. McGutre. Yes, sir, these are confidential figures. 

Mr. Passman. Then just give the table to Mr. Wigglesworth, be- 
cause he wants to study those figures. 

Have you finished your general statement, Mr. Secretary ? 

Mr. McGuire. Yes, sir, I have. 

Mr. Passman. In funding the military assistance program for 
fiscal 1956, did you have sufficient funds to take care of this country’s 





program ? 
Mr. McGutre. We will deliver in 1956, Mr. Chairman, $———— to 
Taiwan. 


Mr. Passman. That figure is confidential; is it not? 

Mr. McGutre. That is correct. 

Mr. Passman. Then let me ask my question again. In funding this 
program last year, were you short of funds on this particular program, 
or did you have sufficient funds to take care of this program satis- 
factorily ? 

Mr. McGutre. Last year the amount we funded is roughly five- 
eighths of what we delivered. In other words, we delivered out of 
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the backlog almost 50 percent more, or almost 65 percent more than we 
funded. ‘Therefore, as long as we had sufficient backlog to live on, 
we did not hurt the program. However a continuation of that ap- 
proach will make it impossible for us to continue the program. 

Mr. PassmMan. I would like an answer to my question as to whether 
or not the program for Taiwan was affected for 1956 by the slight 
reduction made by Congress in the appropriation request last year. 

Mr. McGuire. The program for 1956 from the programing point 
of view was all right when the cut was made. However, I would like 
to point out that the deliveries made from the combination of that 
program and the backlog were substantially greater than the amount 
that was put into the program. So, if we continue to put less into 
the program than we take out of the program, it is obvious that we 
will be in trouble. Last year’s methods did not hurt us at that time; 
but a continuation of it, in my opinion, will. 

Mr. Passman. What part of continuation ? 

Mr. McGutre. Of putting into the program substantial amounts 
less than we have to meet in future years. 

Mr. Passman. By “substantially less,” percentagewise what do you 
mean ? 

Mr. McGutre. We took out about 65 percent more than we put in. 


UNEXPENDED BALANCE 


Mr. Passman. What are the estimates of the unexpended balance 
as of June 30 for Taiwan under military assistance ? 

(Statement off the record.) 

There will be $——— million unexpended as of June 30? 

Mr. McGuire. That is what we estimate, sir. 

Mr. Passman. What has been the average annual expenditure for 
this program since its inception ¢ 

Mr. McGutre. I cannot give you that figure. 

Mr. Passman. Can you get it? 

Mr. McGurre. We can get it. 

Mr. Passman. Give us the smallest amount when you started, the 
highest, and the average. 

Mr. McGuire. I can get that in this way 

Mr. Passman. I would like to have it by years and, if the figures are 
confidential, they will be treated in that way. I am looking at the 
total program for fiscal 1956, then the program for 1956 as such and 
the increase for 1957, and I would like to get the lowest year, the 
highest year, and the average. 

I believe you understand we are going to have to work together to 
try to get a uniform program. If we are ever going to establish an 
annual figure as to what the expenditures are going to be each year— 
not only for this part of the world, but for the entire world—it will 
a it a little easier for me as one Member of Congress to know what 
to do. 

Mr. McGutre. I want to offer some information that I think is 
pertinent to your question. The 1956 expenditures will be 3 percent 
less than the estimated expenditures for 1957. 
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DEFENSE SUPPORT PROGRAM 


Mr. PassmAn. The defense support figure is not confidential, is it? 

Dr. Moyer. No, sir. 

Mr. Passman. You had $70 million for fiscal 1956; you are request- 
ing $86 million for fiscal 1957. 

Vill you explain to us why you are asking for such a substantial 
increase in the defense support estimate for the new fiscal year ? 

Dr. Moyer. Yes,sir. The increase is to provide for a larger amount 
of investment-type activities. The net change here as you see is $16 
million. 

Mr. Passman. That is a little better than a 20 percent increase over 
what you had last year. That is why I referred to it as “substantial.” 

Dr. Moyer. I would agree that is a substantial increase. This also 
provides for completion of local currency assistance to an important 
airfield in Taiwan; but the major reason for the difference is the added 
amount for investment in order to increase Taiwan’s own capacity to 
meet its requirements. Of this $86 million, Secretary Robertson just 
points out to me that $6 million is for the completion of this airfield. 


UNEXPENDED BALANCE 


Mr. Passman. What do you estimate you will have on hand unex- 
pended as of June 30? 

Mr. Murpny. In defense support, the estimate on June 30 is $101,- 
649,000. We expect by the end of 1957 the figure will be down to about 
$88 million, which would be approximately 1 year’s pipeline. 

Mr. Passman. By the end of 1957? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. What are your expenditures for the present fiscal 
year? 

Mr. Murpny. We estimate the expenditures this year to be $74,566,- 
000. 

Mr. Passman. You have over 1 year of pipeline for this particular 
program ? 

Mr. Murpny. That is correct. 

Mr. Passman. What is the lead time for defense support items? 

Dr. Moyer. First of all, this amount for defense support is broken 
down into two groups—equipment and machinery for projects, and 
then the salables. The lead time for these is different. 

For salables, the amount in the pipeline at the end of 1956 is $37 
million; for machinery, equipment, and other supplies for projects, 
it is $64.6 million. 

Now the salables, of course, we space in order to meet the demand 
of the different purposes for which they are used, and we adjust also 
to the storage capacity; we think the amount in the pipeline is about 
right for the salables. 

On the others, the lead time is considerably longer in a number of 
cases. Including engineering and preproject work, as well as actual 
procurement, we estimate it will run from about 18 months to 2 years. 

Mr. PassmMan. But, of course, you have some items where the lead 
time would be shorter? 

Dr. Moyer. Yes, sir; but on the larger items, such as certain types 
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of industrial plants, like a fertilizer factory or something of that sort, 
with the engineering work which is involved, it is longer. 


TECHNICAL COOPERATION PROGRAM 


Mr. Passman. For the technical cooperation program, in fiscal 1956 
you had $2,900,000 and for fiscal 1957 you request $3,400,000. Again, 
that is a very substantial increase. Please explain the reasons for it. 

Dr. Moyrrr. It is mainly for two reasons. One, we have some uni- 
versity contracts in the fields of teacher training and engineering, I 
believe, which expire in 1957 but require further funding to cover the 
cost of the present contracts. If these contracts are extended beyond 
1957, it might be for a 2- or 3-year period. 

The second reason is that we are increasing the investment com- 
ponent in 1957 and will need more technical assistance to handle the 
increased number of projects in that field. 

Mr. Passman. What is the estimated expenditure for this program 
in fiseal 1956? 

Mr. Morpny. $1,957,000. 

Mr. Passman. What will you have as an unexpended balance on 
June 30? 

Mr. Murpny. We will have an unexpended balance of $4,359,000. 

(Discussion off the record. ) 


GENERAL STATISTICS 


Mr. Gary. I notice from the general statistics that Taiwan com- 
pares rather favorably with the other countries in that area. 

The island seems to be thickly settled. They have a population of 
10.5 million people, with an area of only 14,000 square miles. They 
have a caloric intake of 2,360, as compared with 3,220 for the United 
States. Although it is low as compared with the United States, it is 
rather high as compared with some of the other countries in that area. 

The literacy rate is 65 percent; the life expectancy is 43 years. 

Taiwan has 790 miles of roads per 1,000 square miles and 100 kilo- 
watts per year of electric power per capita. 

I notice they are contributing approximately 60 percent of their 
total expenditures for defense which amounts to 13 percent of their 
gross national product. 

Mr. Roserrson. That is higher than for the United States. I think 
that our expenditure for defense plus the foreign-aid program is about 
10 or 11 percent of our gross national product and about 61 percent of 
our budget. 

Dr. Moyer. May I add that 60 percent is for the combined central 
and provincial government budgets. For the Central Government, 
about 80 percent of total expenditures go for defense. The combined 
expenditures for defense by the provincial and Central Governments 
will still amount to 60 percent of the total. 

Mr. Rosertson. I would also like to say that this good showing 
of Taiwan is not just happenstance. After having gotten off to a bad 
start, they have done an exceptionally good job there. 

Mr. Gary. In view of the presence of the Chinese Army, the men 
largely predominate on Taiwan, do they not? 
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Dr. Moyer. The ones that came in from the mainland certainly do; 
therefore the percentage overall would be higher for the men; but I do 
not know the exact. percentages ; because from the mainland, of course, 
there were some officers in the Army who brought their wives; but the 
most of the men did not. Likewise, of the civilians who came there, 
some brought their entire families, others did not. Of the civilians, 
I think the larger percent did bring their families. 


AVERAGE AGE OF TAIWANESE ARMY 


Mr. Gary. In the general discussion, we discussed the question as 
io whether the army was not increasing in age and the statement 
was made that they were constantly recruiting. The new recruits 
are entirely Taiwanese, are they not? ? 

Mr. Rosertson. That is right, and I think Secretary McGuire will 
tell you it has been very successfully done. 

Mr. McGurrr. I think they have dropped their average now to 
about 24 years 

Mr. Rogerrson. I mean the recruitment. of Formosans, or Tai- 
wanese, has been a successful program, rather than a discouraging 
one. 

Mr. Gary. Do not you think that is keeping their army in good con- 
dition so far as the age of the men is concerned ? 

Mr. Rorertson. Yes, sir. 

Mr. McGuire. As a matter of fact, we have just completed some 
arrangements with them for training a number of reserve divisions. 
Part of this program includes what is called a tailored set of equip- 
ment for these reserve divisions to train, that will give a freer flow 
through their forces and contribute substantially to the active divi- 
sions. They are made up of the younger men and we will have active 
reserve units that are quite capable. 

(Discussion off the record.) 


ATTITUDE OF TAIWANESE 


Mr. Denton. How do the people who live on Taiwan feel toward 
Chiang Kai-shek? 

Mr. Rosertson. I think the attitude of the local people has shown 
considerable improvement over the days when the Chinese first went 
there. The first Chinese governor of Taiwan was not popular with 
the people and was not a successful administrator; also the Taiwanese 
naturally had considerable feeling about this large number of people 
coming over from the mainland “and settling on their island. You 
can well understand why that would have been so. 

As I indicated awhile ago, we think that the Chinese Nationalist 
Government is doing an exceptionally good job on Formosa and, ac- 
cording to our information, the attitude of the native Formosans has 
impr oved very much. 

Mr. Denton. Is that what you meant when you said they got off 
to a bad start? 

Mr. Roserrson. Yes. The first governor was not a very wise ap- 
pointment and he created a good deal of resentment. 

(Discussion off the record.) 
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FOOD SUPPLY 


Mr. Narcuer. Mr. Secretary, can you tell me as to whether or not 
Taiwan is self-sufficient from the standpoint of food and agricultural 
commodities ¢ 

Mr. Rozerrson. I refer the question to Dr. Moyer as it is his area 
of responsibility. 

Dr. Moyer. Overall, Taiwan can be said to be self-sufficient in food- 
stuffs. At the present time they import a certain amount of wheat 
and wheat flour ; they also import soybeans and vegetable oils of which 
they are short. 'To compensate for that, they export a certain amount 
of rice and a very substantial amount of sugar, also tea, bananas, cit- 
rus fruits, a certain amount of vegetables and some other minor items. 


FUTURE PROGRAM FOR TAIWAN 


Mr. Wiccteswortu. As I understand it from the overall approach, 
you plan to make available $—— in 1957 as compared with $ 
in 1956. That is just about a 3-to-2 proposition, or an overall] in- 
crease of 50 percent. That is correct, is it not? 

Mr. McGuire. In the overall, yes, sir. 

Mr. WiceLeswortu. What is the prospect in the future? If things 
remain as they are, is this roughly $2 figure likely to come down, 
to increase, or to run along at about that level? What do you see 
looking ahead ? 

Mr. McGutre. I would say that the military program would run 
about the same if conditions remain as they are over there as of today, 
as far as we can see it. 

Would you agree to that, Mr. Robertson ? 

Mr. Roserrson. Yes, and I think as far as the economic program is 
concerned, as these projects develop and come into operation, we 
should be able to ease up on the amount of our economic assistance. 

Mr. WiaecteswortH. In other words, you think, as in the case 
of Korea, there is a chance when some of these projects get into opera- 
tion that they can do more for themselves economically and that we 
shall not have to do so much ? 

Mr. Rogertson. Yes. I think that prospect here is better than 
in Korea. We have a much more serious inflation problem in Korea 
than in Taiwan. 

Mr. WiceieswortH. I am glad to hear you express that opinion, 
because that was my opinion in the autumn when I was over there, 
and I expressed it on a number of occasions but could not get much 
sympathetic response from our people. 

Mr. Rosertson. A prime objective of this economic program is to 
stabilize economies and help the recipient countries to do more things 
for themselves and ultimately reduce the burden on the American tax- 
payer. On that we agree and we have every reason to hope for the 
relief of our Treasury over the long term. 

Mr. Wiaeteswortu. As I understand the military table which you 
have given me, you have about $—— available for expenditure in 1957 
and subsequently, and you expect to spend about $—— in 1957, which 
is $—— in excess of the expenditures in this fiscal year, leaving you 
with an unexpended balance of $——, which is just about the same 
figure as you give for the unexpended balance as of June 30, 1956, 
or about 18 months in terms of contemplated 1957 expenditure? 








634 


Mr. McGuire. This program has more or less leveled off. I think 
the program could be categorized into three programs: A buildup 
process, one where it levels off, and there could be the one where you 
are going out of business. This one is on a fairly constant basis. I 
would like to point out to you that in this program there is about one- 
third of the expenditure rate falling into BFS. 


ABILITY TO ABSORB DELIVERIES 


Mr. Wiceteswortn. The increase in the apropriation request com- 
pared to the current fiscal year must fall entirely into the pipeline, is 
that right? 

Mr. McGuire. Mr. Wigglesworth, the increase in appropriation 
request can be broken down by items. However, it is primarily to 
maintain not the pipeline but maintain the ability to continue the flow 
of deliveries. 

Mr. Wiae.eswortn. That is another way of saying the same thing; 
is it not? 

Mr. McGumre. I think so. As I pointed out previously in answer 
to a question of the chairman, the figure last year, which has not 
materially hurt the program—our ability to deliver, if continued at the 
same rate as last year, would not permit us to maintain the program 
with any degree of efficiency. 

Mr. WieeieswortH. I was told in the autumn that our deliveries 
were somewhat in arrears and was given figures for the Army, Navy, 
Marine Corps, and Air Force, but I was also told that deliveries were 
being made as fast as they could be absorbed. 

Are you confident that the schedule which you are now presenting 
does not exceed the capacity to absorb in Taiwan ? 

Mr. McGutre. The implementation of the schedules we have laid 
out, Mr. Wigglesworth, is based first on what the MAAG tells us 
they can absorb. It varies by countries. 

Mr. Wice_eswortn. My question was directed to Taiwan. 

Mr. McGuire. I am sure they can absorb the equipment because one 
of our cardinal principles in this program is that we will only ship 
what a country can absorb. We have, as I pointed out in previous 
testimony, more requirements than we have the physical ability at the 
moment to ship. Therefore it would be foolhardy to ship in excess 
of the recipients ability to absorb just to get a tonnage figure in. It 
is highly important to us that we recognize this absorption ability, as 
you call it, or the requirement ability, so as not to overinflate the 
figures. 

Mr. Wicecteswortn. Is there not a difference between the definition 
of requirement and the definition of capacity to absorb? 

Mr. McGuire. I think in our terminology the requirement that the 
MAAG sends in is what he would like to get so he can continue his 
job. It is not necessarily the deficiency. A deficiency as we use it 
would more or less cover what you would think of in terms of pure 
requirement. The requirement the MAAG is submitting to us is what 
he would like to get in a certain quarter, what he can utilize and put 
to good use. It is from our time phase requirement report that we 
put into effect in the last 10 months. 

Mr. Wiceteswortn. Off the record. 

(Discussion off the record.) 
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Mr. Wiceiesworrn. Can you give the committee assurance that 
your present es programs for Taiwan are not in excess of 
the capacity to absorb deliveries ? 

Mr. McGuire. I think I can. I would like to add this. No. l,a 
cardinal principle in this kind of operation should be that you are 
shipping against requirements only. You do not exceed requirements. 
Otherwise you create excesses. There will be some excesses created. 
It is.impossible in a program of this size to be absolutely mathemati- 
cally accurate at all times. In order to assure ourselves that the re- 
quirements are valid the MAAG is the agency that sets up the require- 
ments. 

We transmit these requirements to the military departments for a 
determination as to their ability to fulfill them. So far they have not 
been able to do that. 

Mr. WiccLeswortH. Our military ? 

Mr. McGuire. Yes, our military. In other words, our military de- 
partments in this ee are the manufacturer, or the vendor. What 
‘an they ship against these requirements? So far they have not been 
able to meet them, but we are showing substantial improvement. 

The second point that I think should be recognized, particularly 
in any one country analysis, is that as you get into one of these pro- 
grams certain types of items by their very nature can be shipped faster 
than others and can be absorbed or meet the requirements. For exam- 
ple, you can train a land army faster than you can train an air force. 
The air force takes longer to train, and longer to manufacture the 
planes. As the program progresses, the percentage of total deliveries 
by service will vary and change to fit the conditions. 

Mr. WiceLeswortu. When you say requirement, to use your own 
example, you might require X number of fighting planes and you 
might only have the capacity in Taiwan to eat a fraction of the 
overall requirement. 

Mr. McGuire. My terminology of the use of the word “require- 
ment” in this program is what the country can absorb and use effi- 
ciently. The difference between overall need and requirement is in 
our terminology a deficiency. A deficiency is to meet the overall 
goal requirements. 

Mr. WiceLeswortu. All right. I have one general question. Am I 
correct that what we used to call direct forces support is included 
this year under military assistance ? 

Mr. McGuire. That is correct, sir. Last year the direct forces sup- 
port element of this program was justified by ICA and then was 
implemented by the Department of Defense. 


OFFSHORE PROCUREMENT 


Mr. Wiceteswortu. Can you tell me what the situation is in respect 
to offshore procurement ? 

Mr. McGurrer. In Taiwan? 

Mr. Wiceieswortu. In terms of arms and ammunition, if any, in 
Taiwan. 

Mr. McGuire. My recollection is that the Taiwanese have a capac- 
ity for the manufacture of certain small arms ammunition. Captain 
Robbins can elaborate on that. 
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Captain Rossrns. The Chinese have had a capability for produc- 
ing limited amounts of small-caliber ammunition and have been de- 
veloping a capability, an improving capability, that has not yet gone 
into operation. This should be an effective industry in the future 
but it is not effective at the moment. 

Mr. Wiaeieswortu. Off the record. 

(Discussion off the record.) 

Mr. WiecLeswortH. One or two more questions on the economic 
side. The overall figures on page 163, I assume, are ex-American aid. 

Dr. Moyer. Take the financial figures, for instance. As stated, 
revenues exclude American aid. The import figures include the 
amount that is brought in with American aid. 

Mr. WiaciteswortH. When you show the expenditure at $———, 
is that total expenditures ? 

Dr. Moyer. That is the total expenditure. 

Mr. WiaG_LeswortH. You show $——— million overall for expendi- 
ture and $ million of this for defense. 

Dr. Moyer. For defense ? 

Mr. WicGLEswortu. Yes. 

Dr. Moyer. Of the total estimated expenditure in 1956, there is 
that much for defense. 

Mr. WiccLeswortn. Our program would seem to call for a dollar 
contribution of nearly $——— million of which $#——— million for 
defense. 

Dr. Moyer. That would include the military. 

Mr. Wicctesworrn. Off the record. 

(Discussion off the record.) 





UNIVERSITY CONTRACTS 


Mr. WiccteswortH. You have referred to the eaten of univer- 
sity contracts in 1957 and the contemplated plans for renewal on the 
basis of a 2- or 3-year period, as I understand it. 

Dr. Moyer. Many of our university contracts are negotiated on the 
basis of a 2- or 3-year period so that very often the full amount is obli- 
gated when the contract is first negotiated and is paid out over the 
term of the contract. 

Mr. Wiceteswortu. I would like to express the hope, which is per- 
haps unnecessary, that in connection with the extension or renewal of 
these contracts the ICA scrutinize with great care the programs in 
question both as to their effectiveness and as to the number of people 
engaged in carrying them out. 

I have the impression that it will be helpful to the aims we seek 
if these programs are revised in a number of instances. 


NUMBER OF PERSONNEL 


It has been testified as I understand, that there are about 2,600 
American personnel in the MAAG in Taiwan, is that right? 

Mr. McGuire. The number is 2,557. There is an authorized 
strength of 2,651. Of the 2,557, 2,362 are engaged in training, and 
195 are involved in the administrative functions. 

Mr. Wiccteswortu. What is the figure on the economic side? 

Dr. Moyer. The basic table is on page 175 and I might refer to 
that. Taking 1956 figures for total programs, at the bottom on the 
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right-hand side of that table, you will notice that our estimate for 
United States employees at the close of this fiscal year is 88 and for 
contract employees 83 ; the number on board, as of the end of March, of 
that 88, 64 were on board as of the end of March; of the 83, 63 were 
on board. 

Mr. WiceteswortH. Then you have 302 participants in addition ? 

Dr. Moyer. Yes, sir. 

Mr. WiccteswortH. Are those local people? 

Dr. Moyer. Those are local people. Of course, among them are 
some of mainland origin, but the majority of them are of local Taiwan 
origin. You will notice we are planning to reduce that number in 
1957. 

Mr. WiacLEswortH. Reduce what number, the participants? 

Dr. Moyer. The participants. 

Mr. WiceLesworrH. You are increasing your number of contract 
people and there is not much change in your other personnel. 

Dr. Moyer. That is correct. The increase in the number of con- 
tract people, as I pointed out at the beginning, is because we plan to 
have more projects in 1957, a larger capital investment program, and 
this larger number of contract people is needed to provide the tech- 
nical services that will be required in connection with those projects. 

Mr. Wiaeieswortn. Do you really need all these people? 

Dr. Moyer. I would say, Mr. Wigglesworth, that I completely agree 
with your feeling that we must review these programs and eliminate 
noessentials. As far as we know, we do need these people. These per- 
sonnel figures were projected after careful study. But I might men 
tion also that we are now in the process of reviewing a number of 
these programs, particularly with a view to alining them more closely 
to the most important problems, eliminating marginal projects, and 
therefore hoping to eliminate people. As I say, we are just in the 
process of this review and we are hoping to continue it through the 
balance of this calendar vear, and hope to have it completed in all our 
countries by that time. We are going to make a serious and honest 
effort to aline our programs behind those things which are most 
essential. 

Mr. WieeLeswortn. I will simply say for the record that based on 
my observation I think you can make substantial reductions in per- 
sonnel in various spots and that it will be helpful to all concerned if it 
is done. Off the record. 

(Discussion off the record.) 

Mr. WieeteswortH. That is all, Mr. Chairman. 


MILITARY ASSISTANCE PROGRAM 


Mr. Forp. Does the dollar amount in the military assistance program 
in any way reflect an increase in or a decrease in the military activity 
in that area ? 

Mr. McGuire. No, it does not. I might elaborate on that by saying 
we have had an understanding with the Taiwanese as to this Reserve 
training. I would say that the amount reflects a better projection of 
a more efficient operation over there. These people now recognize that 
the Reserve system is necessary. Off the record. 

(Discussion off the record.) 


Mr. Forp. What was your expenditure figure in fiscal 1955? 
Mr. McGutrr. $——— million. 








Mr. Forp. Off the record. 
(Discussion off the record.) 
Mr. Forp. That is all. 

THAILAND 


Mr. Passman. The next country will be Thailand. It is the same 
story for Thailand as for practically every other country we have 
covered up to this point in that you have a very substantial request 
for 1957 over your program for 1956. In this country it is more than 
doubled. 

Inasmuch as these figures are confidential, I shall not read them 
into the record. 

Mr. Secretary, do you have a general statement you would like to 
make on Thailand ? 

Mr. McGuire. I would like to cover two points, if I may. First of 
all the program last year was about one-half of what we were shipping 
to Thailand for the last 2 years. In fiscal year 1955 the figure was 
roughly two and a half times the program of last year and in fiscal 
year 1956 we shipped roughly about two and a quarter times what 
the program was. The program for this year is much more consistent, 
practically averages what we have been shipping during the last 2 
years. It will maintain that level of supply. I can go into the program 
itself in detail if you so desire. 

Mr. Passman. You may proceed with your general statement. 


MILITARY ASSISTANCE PROGRAM 


Mr. McGuire. The total military assistance program requested for 
Thailand in fiscal year 1957 is $————. This amount is to aid the 
Thai Government in meeting force goals by assisting in maintaining 
the present level of the Thai Army and in keeping Thai military forces 
in a state of effective readiness. 

Past programs, for the fiscal years 1955-56, have amounted to 
$ million. These funds have provided major equipment de- 
ficiencies for the Thai Army as well as training ammunition, spare 
parts, and maintenance for equipment provided and some war re- 
serves. For the navy these programs have provided unit equipment, 
spare parts, and some war reserve of ammuntion. Unit equipment 
and attrition aircraft have been provided the Thai Air Force as well 
as communications and electronic equipment, ammunition, and other 
support equipment. Several million in past materiel programs re- 
main undelivered as of February 29, 1956. This amount has been obli- 
gated to cover long-lead-time items. $- million is for the army, 
and principally covers tanks, general-purpose vehicles, small arms 
and ammunition. $———— million is for the navy, and is principally 
for ships, craft components, and replacement parts. $———— million 
is for the air force, and contains principally jet fighters, electronic 
equipment, and aircraft components. 

For the army, the proposed fiscal year 1957 program will continue 
the support of ground forces and furnish additional maintenance 
spare parts as well as replacement equipment lost through attrition. 
Sufficient additional training ammunition is also included to permit 
accomplishment of planned training. 
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For the navy, the program will continue the support of certain 
ships and required support as well as sufficient additional training 
ammunition to maintain unit effectiveness. 

For the air force this proposed program will continue the support 
of aircraft squadrons by providing an additional 1-year level of 
follow-on spare parts for maintenance of aircraft and other equip- 
ment provided under previous programs. Attrition replacement air- 
craft and a 1-year level of training -ammunition requirements are also 
included. 

Continuation of the military aid program in Thailand is necessary 
to insure that aid items already furnished are properly maintained 
and utilized to carry forward the plans and objectives of the United 
States in southeast Asia. The United States is vitally interested in 
the continued effectiveness of Thailand as a defensive organization 
to deter aggression on the part of the Soviet bloc. The Thai economy 
is not able to support the established force goals without outside 
assistance, 

Mr. Passman. Thank you, Mr. Secretary. 


UNOBLIGATED BALANCE 


This would not be the time for me to lecture but as I turn these jus- 
tification pages and see listed some 68 nations receiving different types 
of aid, and almost without exception that every item for 1957 is above 
that which you had in the program for 1956, it leaves me wondering if 
it is not as Mr. Gary said—that as a whole you are determined to 
get. back the $500 million we iiss a year plus another billion just in 

case something happens this ye I am as serious as I can be. 

When I turn the pages and saa’ a" every country, every item, it is 
2lmost double what you had last year. W hen I look at a sheet which 
indicates that even with the privilege S law to reserve certain military 
items when you cannot firm up obligations, you are still going to have 
a very large unobligated balance that you ¢: annot even put in a reserva- 
tion and that you want us to carry over, it makes me more confused 
about all these figures. 

Mr. McGuire. Did I understand you, Mr. Passman, to say we would 
have a very large unobligated balance? 

Mr. Passman. I call it very substantial. 

Mr. McGuire. The unobligated balance we expect to have in the 
military is $195.5 million, of which we requested authority to carry 
over $166.6 million. 

Mr. Passman. Would you not call that rather substantial ? 

Mr. McGutre. I do, sir. 

Mr. Passman. We made a reduction in the request last year and 
were told that we had crippled this program and then with the privi- 
lege to use two categories, obligated and reserved, you are still going 
to end the fiscal year with that large unobilgated balance. 

Mr. McGuire. May I finish what is in the record ? 

Mr. Passman. Take all the time you need. 

Mr. McGuire. $28.9 million of that is of a consumable nature and 
We are not asking authority to carry that amount forward, leaving 
«net amount we estimate of $166.6 million. 
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Mr. Passman. You could have turned some of it back to the Treas- 
ury. 

Mr. McGuire. Correct, sir, because of the fact that in my opinion 
the items represented by that have gone past us and it is not necessary 
to spend that money. The unobligated balance remaining of $166.6 
million is all in programed items. We have pointed out that the total 
undelivered balance or unexpended balance, which is another matter, 
is around $5 billion. 

Mr. Passman. That is in the military program ? 

Mr. McGuire. I am speaking only to the military program. When 
you take out the fixed parts of the program, we have approximately 
16 months’ supply on an aggregate. 

I would like to point out also, and as I testified last Friday in answer 
to Mr. Denton, that there is certainly no intent on our part to try 
to operate this program on a recoupment basis. The program is much 
better administered than that. Certainly it is my intention to see that 
itis. If we have requirements to equip and supply forces and we find 
ourselves without funds certain requirements must be deferred. The 
lack of funds, however, does not eliminate the requirement. If we 
have X number of planes in a country and they need spare parts, and 
we have no means to finance the spare parts it does not mean the need 
lias vanished, 

Mr. Passman. Mr. Secretary, we still get right back to the fact that 
without the law permitting you to reserve certain funds, the unobli- 
gated funds would be even larger; would they not? 

Mr. McGutre. I think one could probably make that assumption. 

I am not sure it would be necessarily true because if we were to operate 
the program and get the items procured in time to make deliveries, I 
presume we would have to do whatever we were doing before in order 
to manage that. It was my understanding it was the Congress who 
established this method. 

Mr. Passman. That is right. 

Mr. McGurre. I think administratively it is sound. I would like 
to point out one thing, if I might. 

One of the problems in this program is the problem of coordinating 
all these country programs. It is one thing to sit down with the Army 
and find out what they need and make the necessary procurement. It 
is quite another matter to take and coordinate the requirements of all 
countries in this program and tie them in with our own procurement 
cycle. Therefore, you do not get to a point where you are actually 
starting on your procurement cycle as soon as you would if you were 
only dealing with one country. As a consequence, I think the record 
is pretty good on this. I hope we can improve it, as I pointed out, 
but that is one of the basic problems we face and it is a problem that 
is inherent in the nature of the program. 

Mr. Passman. You stated a while ago that this program was being 
operated under a law passed by the Congress. That is true, but the 
Department requested such legislation on “reservations.” 

Mr. McGuire. I think that is true because there had been some 
confusion about tying down deliveries of the program. The idea was 
to have a more accurate bookkeeping operation. 

Mr. Passman. That is right. The point that concerns me is simply 
this: This committee was criticized to some extent last year for having 
made certain reductions. It was implied that we had wrecked the 
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program. I must have asked this question 50 times since we started 
these hearings: Did we wreck the program by the reduction? Ex- 
planations are made, but when we finally get the answer it is “No.” 
That is very encouraging. But notwithstanding the substantial re- 
duction last year, the military will have $195.5 million it can neither 
obligate nor reserve, and therefore you are asking this committee and 
the Congress to allow this unobligated appropriation to be carried 
forward and made a part of your 1957 program. 

Mr. McGuire. No. If I could give you my impression of it. 

Mr. PassMANn. You are not asking for that money to be reappro- 
priated ¢ 

Mr. McGuire. We certainly are, but we are not asking that it be 
made a part of the program of 1957. 

Mr. Passman. Of what year would you make it a part? Let us 
forget what year it applies to. It might be fiscal 1959. But you are 
asking for this unobligated balance to be carried over, and that really 
makes the program over $5 billion, 

Mr. McGuire. We have stated that the unobligated balances we are 
asking be carried over have program requirements behind them. The 
program requirements still remain. 

Mr. Passman. In effect this simply means a request for new funds— 
that the unobligated balance be carried over to apply to fiscal 1957 
or some subsequent year. That makes the overall request in excess 
of $5 billion ? 

Mr. McGuire. I think that is correct. I would like to point out 
that it is far better than these procurements and cycles be taken in 
a sound manner rather than just to obligate or expend the funds. 

Mr. Passman. I am on one side of the table and you are on the 
other side, but I do not think you lose any time in trying to obligate 
these funds. 

Mr. McGuire. That is correct, but it takes considerable time to tie 
in these requirements, and I would prefer that they come and ask that 
the funds they have not obligated but that are still required for the 
program be carried over. We are dealing with military departments 
that primarily operate on a no-year basis. 

Mr. Passman. Thank you. 

Mr. Roserrson. Mr. Chairman, you were speaking of the overall 
situation ? 

Mr. Passman. Yes. We have to deal with the overall program. 

Mr. Rosertson. In considering this overall problem, | would like 
to emphasize the Far Eastern problem for just a moment. 

Mr. Passman. Take your time, sir. 

Mr. Rozertson. About 3314 percent of the entire military program 
for 1957 is earmarked for the Far East. Approximately 43 percent 
of the world economic program is earmarked for the Far East. Of 
ihe Far East military figure of approximately $1 billion—it is $1,026 
million—75 percent is for 3 countries—Korea, Taiwan, and Vietnam— 
where the threat of overt Communist aggression appears to be greater 
than other places in the world. 

‘ighty percent of the Far East’s economic program of $835 million 
is for these 3 countries. So when you look at the world picture it 
would appear as if a disproportionate amount had been allocated to 
this one area. 
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Mr. Passman. I think we understand our obligation, certainly in 
Korea and Taiwan. I am not as familiar with Vietnam. 

Mr. Rosertson. That is where the armed Vietminh Communist 
forces are more than twice the size of the Vietnamese Army south of 
the 17th parallel. 

Mr. Passman. Mr. Secretary, I am not disagreeing with you gentle- 
men on that side of the table, but you do see how I could be confused 
last year. We were accused of wrecking the program when we re- 
duced the appropriation request. This year we find you were not 
able to obligate all the money you had and you have a substantial 
unobligated balance which you are asking the committee to reappro- 
priate along with your 1957 request. It may be that I am going to 
have to answer some of these very same questions, and if I do not 
get your side of it, if the questions were asked I would not be able 
to answer them. 

Mr. Rosertson. I do not quarrel with any questions you ask, because 
as far as this side of the table is concerned, we are all on one side as 
far as America is concerned. We may have different opinions, but 
I think it might be said we are all on one side. 

Mr. PassmANn. You are suggesting we can disagree without being 
disagreeable ? 

Mr. Roperrson. It is not a question of disagreeing. These pro- 
grams are so vital that I think it is important that all of your ques- 
tions should be answered. It is our obligation to do so. 

Mr. PassMan. Fine. 


REDUCTION OF FUNDS REQUESTED FOR 1956 


As I indicated, for military assistance you are requesting an amount 
more than double that for 1956. Would you tell the committee 
whether or not this program for Thailand was hurt or affected by 
the reduction made by Congres last year? 

Mr. McGuire. As I indicated before, last year’s figure was Mr. 
Hensel’s judgment figure. It is my personal opinion that this pro- 
gram overall, by that reduction, was not hurt at that time. If the 
reduction were to be continued, however, I think it could hurt our 
position and our security. 

The cut made by this committee, I believe, was $85 million. On 
the basis upon which the program was made last year, that is the 
judgment of Mr. Hensel to mark time while reevaluating the program, 
deferred some of the requirements due to the size of the backlog. That 
backlog has now been reduced to the lowest point since 1951, and I 
think a substantial cut would result in great harm. 

Mr. Passman. I like your use of the word “substantial” which in- 
dicates that a cut that is not substantial could be made without hurt- 
ing the program. 

SAVINGS IN 1956 


Mr. McGuire. We have indicated that we have developed savings 
of $100 million. 

Mr. Passman. In what country? 

Mr. McGuire. In the overall program. 

Mr. Passman. $100 million ? 

Mr. McGuire. Yes, sir. 








643 


Mr. PassmMan. For fiscal year 1956? 

Mr. McGuire. For fiscal year 1957. 

Mr. Passman. 1957 ¢ 

Mr. McGutre. Yes, sir; which we have estimated. 

Mr. Passman. How can you estimate a saving for fiscal year 1957 
already ? 

Mr. McGuire. There are certain items in the 1957 program for 
which we were able to advance funds and thus make savings in the 
program. I believe it is the first time in this program that we have 
come before a committee and shown that in the progress of the pro- 
gram. ‘This program is not a static thing; it is moving all the time. 

For example, 1 was able to fund in advance from 1956 funds $—— 
Naval aircraft for Japan, which I testified to when we discussed 
Japan. It was not a requirement we had to displace in 1956 and defer 
to 1957, and I consider that a saving. 

You have your problem and I am sympathetic with your position, 
that you must know. I am attempting to give you assurance of our 
assistance. My remarks were addressed to the overall program. 


REQUIREMENTS NOT FULFILLED IN 1956 PROGRAM 


Mr. Lanuam. I can understand what you say about having require- 
ments that cannot be fulfilled. The requirements you did not fill in 
the 1956 program and for which you have funds unobligated, do you 

‘arry over those requirements in the 1957 program, or could you give 
the committee a statement on what those requirements are that were 
not fulfilled ¢ 

Mr. McGutre. I can give the committee a statement on what the 
requirements are that were not fulfilled. 

Mr. Lanuam. I mean in items, not in dollars and cents, but in ma- 
teriel. 

Mr. McGuire. We can in the broad category. We have it in items 
in the broad category. In the development of the 1957 program, 
there is only one sound w ay to aproach it. If you had an approved 
program for 1956, obviously you would not include items from it 
in the 1957 request or you would be duplicating them. As we come to 
the end of the year and find we have valid requirements in the program 
~ which funds exist but which we have been unable to obligate 

> ask that those funds be carried forward. If these funds are not 
ound forward, the requirements still exist but the vehicle for fund- 
ing the requirements has disappeared, so they must be moved forward 
as requirements into the 1957 area. This would result in a further 
inability to meet the program requirements in 1957 by the amount 
that is not carried forward. 

Mr. Lannam. These requirements that you say you were not able to 
fulfill, can you tell us what they were in detail? 

Mr. McGuire. I think we can. IT cannot do it offhand. 

Mr. LAnnAm. Can you give us a statement for the record ? 

Mr. McGuire. Yes, we can. I would like to sum it up this way. 
If we have requirements over the programing cycle of 1957 of 100 
artillery pieces, and 50 of those artillery pieces have been programed 
and covered by 1956, and if on June 30, 42 of that 50 had been con- 
tracted for, it leaves 8 that are not contracted for. That would be 
the amount for which we would ask that funds be carried forward. 
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Mr. Lanuam. But you did not include it in the estimated cost of 
1957? 

Mr. McGuire. No. If we did not carry it forward, then the 50 
covered in 1957, assuming we got our entire request for 19: 57, would 
not cover our requirement 100 percent. We would only have 92 
artillery pieces. 

Mr. Lanuam. I think if Congress knew what you did not fulfill in 
your 1956 program it would make it easier to arrive at a decision of 
whether a cut this year would really affect adversely the program. 

Mr. McGuire. We can furnish that information. I am glad you 
asked the question the way you did. The cutting off of the carrying 
forward of the funds does not kill the requirements. The requirement 
is still there. On any of those funds which we have unobligated, we 
have analyzed the requirement. As I stated before, if it was a require- 
ment such as a meal we should have served a soldier last week, we 
would not consider it would have to be carried forward, but if it 
was in terms of an artillery piece, that means our unfilled requirement 
is ohne more piece. 

Mr. Lanuam. I understand that, and if we could have a state- 
ment on that. 

Mr. McGutrr. I will supply that information for the committee. 

(The information requested is classified and was furnished to the 
committee. ) 

Mr. Passman. In other Government agencies we respect the obliga- 
tions, but the unobligated amounts as of June 30 automatically revert 
back to the Treasury ; is that true? 

Mr. McGuire. Yes, sir. 


RESERVATIONS 


Mr. Passman. Under this particular program, because it is world- 
wide and so complicated, following the recommendations of the agency 
officials, we brought into this program what is referred to as “reser- 
vations.” They could not be called obligations, but you put them in 
a category as a reservation and we respect the reservations as obliga- 
tions ¢ 

Mr. McGuire. That is true. 

Mr. Passman. That was done so you would not have to ask us to 

carry over unobligated balances. 

Mr. McGuire. With this exc eption. Take the case of the offshore 
procurement. The matter of negotiating an offshore procurement 
contract is a rather involved problem. I w vould hate to have us be put 
in a position where we would be negotiating with a country for an 
offshore contract, and on June 28 we would be almost in agreement, 
but it would still be necessary to get approval from W: ashington and 
from the country itself, therefore ‘the contract could not be concluded 
until July 4, and without the carryover we would have to start all 
over again. 

Mr. Pietiesh. In other Federal agencies we respect the obligations, 


but any funds they cannot obligate by June 30 return to the Treasury. 
In this program we have made an exception and allowed you to make 
reservations to give you protection on the contracts that were near 
completion. 
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Mr, Forp. That is not true in the military. We have large amounts 
of no-year funds. 

Mr. Passman. They have no-year funds in this program ¢ 

Mr. McGuire. We have no no-year funds. 

Mr. Passman. You have certain appropriations that are good for 
3 years. I am not talking about military assistance but the overall 
program, and we have to consider the overall program. They are 
not included in the $194 million or $195 million. That applies only 
to military. 

Mr, Forp. Mr. Chairman, I was only referring to the military be- 
cause that it is the only place where you have the reservation authority. 

Mr. Passman. You do not have reservations in the United States 
nulitary appropriation bill? 

Mr. Forp. No, but we have no-year funds in the military and they 
do not have no-year funds in foreign aid. 

Mr. Passman. It is my understanding we have something new in 
this program, which we refer to as reservations, to protect the agencies 
on contracts nearing completion so that you could consider it as an 
obligation. 

Mr. McGurrr. That is true with one exception. You cannot re- 
serve the so-called direct citation funds. For example, in a ship- 
building program under offshore procurement, you cannot do that 
through the reservation vehicle. It has to be through an obligation 
vehicle. So if you were negotiating a shipbuilding contract. on June 
28 and had not quite worked out the details of it before July 1, it 
would mean the whole thing would have to start over on July 1, 
which is a bad thing for our Government and a cumbersome thing. 
If the deal was a good deal on June 28, it was a good deal on July 
”. 

Mr. Passman. However, if you had a program you knew you could 
not carry forward, and you do have a year in which to complete 
the contracts, and maybe a little more effort would be made to complete 
them within that year. 

Off the record. 

(Discussion off the record.) 


STATISTICS ON THAILAND 













Mr. Gary. It appears from the general statistics that the popula- 
tion of Thailand is 20 million. They have an area of 198,000 square 
miles. The caloric intake is 2,080; the illiteracy rate is 50 percent; 
and the life expectancy is 49 years. They have 20 miles of road per 
1,000 square miles, and 11 kilowatts per capita electric power. 

It also appears that they are contributing about 35 percent of their 
total expenditures toward defense and that their defense expendi- 
tures are about 5 percent of the gross national product. 

I think it is well to have those facts in the record. 


EXPENDITURES, 1956 AND 1957 







Mr. Frernanpez. I have no questions about Thailand, but speaking 
of the overall program, it has been suggested several times that we 
were assured last year there would be a tapering off of this program 
as the years go by. The chairman has pointed out several times 
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that you have requested more rather than less appropriations this 
ear. It has also been stated several times that the appropriations 
ast year did not reflect the total expenditures. 

If the amount requested for 1957 is granted and the pipeline money 
still stays in there, will the expenditures next year be ie than the 
expenditures last year? 

r. McGume. Are you referring to the military expenditures? 

Mr. Fernanvez. You can take them one at a time. 

Mr. McGuire. I will cover the military expenditures. The military 
expenditures this year are eppeunionataly $2.2 billion. That is prob- 
ahly on the low side. It results in part from the position taken by 
Mr. Hensel last year, when he slowed down his deliveries while re- 
evaluating the program. Our target for 1957 is $2.9 billion. The 
deliveries have been, or the caebelitanes have been, as high as $3.8 
billion, I believe. 

Mr. Fernanvez. So that they will be more for next year than for 
this year ? 

Mr. McGuire. That is correct. 

Mr. Frernanpez. But not necessarily more than for past years? 

Mr. McGuire. That is correct. Further, I would lke to point out 
to you what we are trying to do. We have taken a breather to 
reevaluate the program. We know we have requirements. When we 
say $2.2 billion, that is what we delivered. It is not what the people 
in the field wanted to meet their requirements. The total require- 
ments for 1956 are $4.5 billion, of which we will deliver $2.2 billion, 
so we start with a backlog of $2.3 billion in unsatisfied requirements. 
We are trying to whittle that backlog down. 

Mr. Fernanpez. What about the same question with respect to 
economic aid ¢ 

Mr. Murperry. On the nonmilitary side, the 1956 appropriations were 
$1.7 billion, and the 1956 expenditures were just under $1.6 billion. 

Our fiscal 1957 request is $1.860 billion, and our expenditures are 
estimated at $1.765 billion. In other words, the expenditures will go 
up approximately $200 million. 

Mr. Fernanvez. That is all, Mr. Chairman. 


HIGHWAY PROJECTS 


Mr. Natcuer. Mr. Secretary, I want to direct your attention to page 
183 of the justifications, the third paragraph on the right side, a state- 
ment to the effect that defense support funds provided in fiscal 1955 
and fiscal 1956 have served to relieve the Thailand budget of a strain 
of expenditures for certain essential improvements. You point out 
highway and bridges and other improvements. 

What is the situation as to this particular highway? What is the 
length of the highway and the type of construction ? 

Dr. Moyer. There are two principal highway projects involved 
here. You may recall the figure which Mr. Gary put in the record, 
that in Thailand there are 20 road miles per 1,000 square miles of 
area. That is the reason for the emphasis on highways, plus the 
fact they are needed not only for economic reasons but for military 
reasons. Of these two principal highway projects in Thailand, 
one is what we refer to as the Northeast Hiicey. That links Bang- 
kok with the northeastern area. 
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Mr. Narcuer. A distance of how many miles from Bangkok to the 
northeastern area ? 

Dr. Moyer. Approximately 160 miles, I would say. The road be- 
gins about 60 miles from Bangkok and will run for approximately 
100 miles. It will be a good asphalt-surfaced highway and will be 
linked to Bangkok by an existing road. 

Mr. Narcuer. That is a two-lane highway ? 

Dr. Moyer. It will be a two-lane highway with bridges adequate 
to carry the type of traffic that might be involved. 

Mr. Narcuer. You point out in this paragraph that numerous 
bridges have been constructed. Can you give me any idea as to how 
many bridges and the type of construction? 

Dr. Moyer. That refers to the second project which I mentioned. 
That is a broader network, the principal roads of which constitute the 
basic road net of Thailand. 

The types of bridges vary a good deal. Most of them are of a 

rather simple type. ‘Some of them consist merely of stones put in the 
bottom of a river wash and are not bridges in the sense in which we 
use the word, but they do permit the movement of traffic across them. 

There is one stretch, also approximately 100 miles in length, in which 
we are giving assistance through a United States const ruction contract 
and which will be roughly the same type of road as the Northeast 
Highway I mentioned. ‘The others are simpler roads which are 
adequate for the immediate purposes, but not anything like the 
Northeast Highway. 

Mr. Narcuer. That is all. 


IMPORTANCE OF CONTINUING PROGRAM 


Mr. Denvron. I gathered from what you said that you feel the pro- 
gram has been successful in preventing war. Is that correct ? 

Mr. Roperrson. Indeed I do. 

Mr. Denron, What is your prognosis about this program for the 
future, that is, from the standpoint of the prospect of war. 

Mr. Ropertson. I think it depends on the extent to which we con- 
tinue the program. I think if we cut the program we reduce our 
strength and we increase the prospect for war. 

Mr. Den'ron. Do you think we have to step the program up to 
maintain our security ¢ 

Mr. Rosertson. I think the program for this year—I of course can 
speak only for the Far Eastern part— I think this program for the 
Far East this year is essential. 

Mr. Denton. You spent $2.2 billion this year. The money we are 
appropriating this year goes into a pipeline and will probably be 
spent 2 or 3 years from now. Is there any reason you can see why we 
should step up the program in order to maintain our security ? 

Mr. McGuire. I would like to answer that. Of the appropriations 
we are requesting now, we estimate $400 million will be spent in 1957. 
Therefore, the program must use the pipeline to meet its immediate 
requirements. 

Mr. Denton. Under your program, $2.6 billion would go in the 
pipeline ? 

Mr. McGuire. That is correct. Let us analyze what that it. It is 
primarily substantially long-lead-time items, and we must depend on 
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those long-lead-time items to supply the requirements. As I stated 
before, the requirements for this year are $4.5 billion that should be 
delivered. We will be able to deliver $2.2 billion. Our ability to 
deliver improves next year to $2.9 billion. I think we have to keep in 
front of us at all times what our goal is and what our responsibility is. 

Mr. Denron. I understand that. What I want to ae is why 
you have to step up the program this year. 

Mr. McGuire. Because we have to meet the requirements. If you 
allow the requirements to pile up, someday you are going to reach a 
point where productivity cannot meet your requirements. 

Mr. Denton. You are stepping up the money in the pipeline? 

Mr. McGuire. Yes; because if we do not, obviously we are going to 
seriously impair the program. I do not want to be academic about 
this, but this pipeline is the ability to make good on those things we 
said we would do in the future, and if the materiel is not in there we 
cannot wave a wand and get it there. 

Mr. Passman. I want to say for the record that I am sure this com- 
mittee in marking up this bill will give thought only to what in their 
opinion the President should have to carry this program on in a 
manner that would afford us the protection it is intended to afford. 

I want also to say for the record we have three sets of figures to 
consider every year—those that the agency heads go to the Budget 
Bureau with; those that they come to Congress with, and those that 
Congress finally agrees to and appropriates. If the Budget had al- 
lowed—we will go back, we will say, 10 years since I have been a 
Member of Congress—if the budget had allowed the amount the 
agency requested for the military program and all the other programs, 
the good Lord only knows what our public debt would be. No. 2, if the 
Congress had approved all of the money that the agency asked for 
and had not done some trimming, again the good Lord only knows 
what our public debt would be. 

I appreciate the fine support given to us by the agency; the com- 
plete testimony they give us; but this committee has the responsi- 
bility and Congress also has the responsibility to do a little thinking 
themselves. If we had not done some reducing over the period of 
years, I do not know what the value of the dollar would be at this time. 

This is not a lecture, but I certainly want the record to indicate 
that I do not get excited about what you asked the budget to approve; 
neither do I get too excited about the amount you ask us to approve; 
but if we did not make some reductions, either in the budget or in 
Congress, we would be in one big mess. 

Mr. Ropertson. The public debt of some $281 billion has been 
largely incurred in the two world wars. 

Mr. Passman. That increase in the public debt, using your own 
figures, is $17 billion in the past 3 years. 

The public-debt limit as such is $281 billion now. But if the Di- 
rector of the Budget had not reduced the department heads’ request 
and if Congress had not done some of it themselves, I do not know 
what the public debt would be. We would be in a pretty bad way, I 
am afraid. 
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Mr. Wiceteswortu. Mr. Chairman, I do not think anybody knows 
what the authorization figure is going to be. The Senate has not yet 
acted and the bill has to go to conference. We have no idea what 
the figure is going to be; but we must, of course, appropriate within 
whatever ceiling is ultimately fixed. 

A great deal of emphasis has been placed on the increase all along 
the line in terms of appropriations and that, of course, is a very im- 
portant factor. On the other hand, the thing that really counts is 
not so much the appropriation, which includes “both expenditures and 
what you might call contract authorization, as the expenditure itself. 

Mr. Hollister told us, if I remember correctly, that the overall ex- 
penditure contemplated, for both military and nonmilitary orograms, 
in 1957 is about = billion, as ¢ ompared with about $3.7 billion in the 
current fiscal year. That is an increase in expenditure of roughly 
ony million and it so happens that the new program for advanced 

pons comes to just about that figure. 

"' that, from the expenditure point of view, the overall picture is 
nothing like as disturbing as when we focus simply on the appropria- 
tion request. 

The military has furnished us this morning with a table which I 
think is very helpful, and Mr. Murphy has offered to give us a similar 
one for the nonmilitary picture, from which can be seen at a glance, 
by country, the amount in the pipeline as of June 30, 1956, the request 
for new money in 1957, the amount available for expenditure i in 1957, 
and subsequently, the expenditures for ei ich of the 2 years and the 
amount in the pipeline as of June 30, 1957. 

While it shows some increases in expenditure, it shows a great many 
decreases in terms of expenditure. 

Mr. McGuire. May I point out one thing to you on this table? It 
most probably should have been footnoted; but, if you will look at the 
last column, we estimate the funds available for expenditure at June 
30, 1957, as $5,130 million. If you compare that with the funds avail 
able in the second column as $5,030 million, it might be soumanan we 
have increased and are on an upward trend in the unexpended bal- 
ances of $100 million. 

But I would like to point out that in the content of the $5,130 mil- 
lion, over $500 million is in advanced weapons that will not be de- 
livered until 1958 or 1959, these weapons were never in the previous 
program. So the net effect of that is an interchange and cutting back 
of the program in the type of material we were delivering. And those 
advance weapons are all going to Europe. As Mr. Robertson so ably 
pointed out this morning, that Taiwan, Vietnam, and Korea repre- 
sent a substantial portion of this program, it means in essence that 
there have been cutbacks in the conventional type operations, material, 
and so forth. 

Mr. Wiceteswortu. Looking at T hailand, as I see it, the economic 
aid proposed for programs in terms of defense support and technical 
assistance is just about the same in 1957 as in 1956. The military pro- 
gram reflects an increase from $———— to $————. 

And looking at the table, we find that there will be available for 
expenditure in fiscal 1957 Silk, and an estimated expenditure of 
$— , compared with an estimated expenditure in the current fiscal 
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year of $———— which means that the expenditure is down about 
$- , leaving us at the end of the year with an estimated pipeline 
of $———. 

That is correct; is is not? 

Mr. McGuire. Yes. I would like to give one more figure. In 1955, 
the expenditure was a little more. That figure I am sure you recog- 
nize could deviate a little one way or the other. This is our projection 
of what we would like to accomplish, and I think we will. 

Mr. Wiccieswortu. As I understand it, Secretary Robertson, there 
has been a long history of friendly relations between this country and 
what is now Thailand. We have had advisers there over the years, 
as I recall it, and by reason of our personal contacts, there has been 
built up a very friendly relationship over the years. That is correct, 
is it not? 

Mr. Rosertson. That is correct. 

Mr. Wiccteswortn. At present, as you have pointed out, Thailand 
is bordered by or in close proximity to other nations who are pursuing 
a policy of neutralism and, if it were not for Thailand’s relationship 
with and understanding of this country, there would, I assume, be a 
very strong incentive or pressure brought to bear on Thailand to play 
the neutral game, rather than the free-world game. 

Mr. Roserrson. I am sure that is true, sir. 

Mr. WiceieswortH. But in spite of whatever pressure may have 
been exerted to date, in your opinion Thailand has stood firm in the 
ranks of the free world and is apparently putting up about 33 percent 
of its total expenses for defense purposes. 

Mr. Rozertson. That is right. 

Mr. WiceteswortnH. That is all, Mr. Chairman. 

Mr. Passman. I want to make one general statement before we ad- 
journ for lunch. 

It has been said that you can take figures and statistics and prove 
or disprove anything you want to. The more figures I see in this 
program the more I believe you cannot discount that statement. I 
am going to refer strictly to the figures before me. If we take the 
amount of money appropriated by Congress last year, including the 
reappropriation of certain unobligated balance, the total was $2,765,- 
875,000. And if we give the President what he is asking for in the 
way of authorization and allow the unobligated funds to be reappro- 
priated, then we will have appropriated $5,071,875,000. Regardless 
of the way you add it, it is almost double what we appropriated last 
year if we approve your request. 

To me it is becoming more confusing by the minute, and I am bound 
to repeat that what vou had last year and what you are requesting this 
year just does not add up to the fact that your program is going to cost 
$100 million less this year. When you add the carryover of funds and 
the new atuhorization, it will be some $2 billion more than Congress 
appropriated last year. + 

Mr. Wiceieswortu. It all depends on whether you speak in terms 
of expenditure or in terms of appropriation. 

Mr. Passman. That is right. I still say you can take statistics and 
prove or disprove anything. 
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GENERAL STATEMENT ON TAIWAN AND THAILAND 


Dr. Moyer. I have brief statements on Taiwan and Thailand. May 
they be inserted in the record ¢ 

Mr. PassMAN. Yes, sir. 
(The statements referred to are as follows :) 


REPUBLIC OF CHINA (TAIWAN) 


Of the $89.4 million recoumended for the fiscal year 1957 program in Taiwan, 
$86 million is for defense support and $3.4 million is for technical cooperation. 
This compares with a total of $72.9 million being programed in fiscal year 1956. 
The somewhat larger amount proposed for fiscal year 1957, in addition to con- 
tinuing substantial internal support for the military effort, includes added 
provision for developmental projects. 

Substantial progress has been made in coping with the most serious mani- 
festations of Taiwan’s basic economic problems. Inflation, which seriously 
threatened the stability of the island until 1951, has since been held within man- 
ageable proportions. Industrial output, since 1950, has risen 95 percent, and 
overall farm production 18 percent; electric power generation has increased 
89 percent, and railway freight ton-kilometers 79 percent. Government revenues 
for 1956 are estimated at more than double those collected in 1952. This in. 
crease in revenues, converted into United States dollars at comparable price 
levels, means that the Republic of China will have available for essential mili- 
tary and other expenditures, during the current year, somewhere between 40 
and 60 million dollars more than it had available for these purposes in 1952— 
a sum which, to a considerable extent, might otherwise have heen obtainable only 
through United States aid. 

The somewhat increased emphasis on capital improvement, recommended for 
1957, is believed to be necessary to meet the production and employment needs 
of a rapidly growing population. Moreover, experience during the past few 
years has already demonstrated that such capital investment is the best approach 
to a buildup of Taiwan’s capacity for self-support. The alternative is to con- 
tinue indefinitely supplying the consumption needs of an expanding population 
through a steadily rising volume of imports financed by the United States. 

Projects included in the proposed program provide for : 

(a) Expansion of electric power generation and transmission facilities: 

(b) Construction of an east-west highway and reclamation of farmland; 

(c) Railway locomotives and cars needed for military and other trans- 
portation ; 

(d) Expansion of irrigation systems; and 

(e) Loans to small private industries and establishment of an industrial 
productivity center. 

The technical cooperation component of the program, for which $3.4 million 
is recommended, concentrates on projects in education, health, industry, and the 
rural program under the Sino-American Joint Commission on Rural Reconstruc- 
tion (JCRR). 

THAILAND 


For Thailand in fiscal year 1957, it is proposed that a total of $34.6 million 
be made available, consisting of $30 million in defense support and $4.6 mil- 
lion in technical cooperation. The total figure for the current fiscal year is $34.3 
million. 

Nonmilitary assistance to Thailand was limited to technical cooperation until 
the fiscal year 1955, when the fall of North Vietnam to the Communists led the 
Thai Government to expand its military and civil defense efforts. At that 
time defense support assistance was added, to help the Thai Government cope 
with the new problems then created. Particular attention was paid, in this 
expanded program, to projects improving the highway system, linking more 
adequately the major centers of Thailand. Additional assistance also was 
given for strengthening agricultural, health and educational programs, through 
training essential personnel and expanding activities bringing benefits direct- 
ly to the people. 

The $30 million in defense support funds proposed for fiscal year 1957 will 
provide primarily for continued assistance to highway development and to 
certain other projects, such as northeast tank irrigation and ground water 
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development. Two new projects of consequence are the development of cer- 
tain basic power facilities and a modest industrial development loan program, 
to serve as a catalyst for Thai private industrial development. Of the de- 
fense support total of $30 million, more than half is to be used for commodities 
which, when sold, will provide local currency for the support of these and 
similar projects to which the United States is also furnishing dollar aid. 
The fiscal year 1957 technical cooperation program, for which $4.6 million is 

recommended, will focus on activities helping to: 

(a) Improve public administration, especially fiscal management ; 

(b) Diversify the Thai economy; 

(c) Improve basic governmental services to the people ; and 

(d@) Increase intercountry cooperation within mainland southeast Asia. 


VIETNAM 


Mr. Passman. The next item is the request for Vietnam. ‘The amount 
requested for fiscal year 1957 is about two and one-half times the 
amount you had programed for fiscal 1956. 

Colonel] Critz, do you have a statement you would like to make on 
Vietnam ? 


BASIS FOR REQUEST 


Colonel Crirz. Yes, sir, Mr. Chairman. The assistance which we are 
requesting for fiscal year 1957 is to assist the Vietnamese Government 
in meeting the requirements to continue the training and reorganiza- 
tion of the Vietnamese Army, Navy, and Air Force, which I am sure 
you realize was just started after the withdrawal of the French follow- 
ing the Geneva accords. 

The past programs which we have recorded against the Vietnamese 
total approximately $———-. That is very small considering that 
they have an army of over 150,000 men. But the reason for it 1s that 
practically all of the major items of equipment which the Vietnamese 
armed forces possess have been or are still being supplied to some 
extent from that equipment which we provided the Indochina area 
during the fighting. 

The 1957 program is designed, as I mentioned before, merely to 
continue the reorganization, arming, and maintenance of these forces 
which we started in 1956. No additional buildup in these forces is 
contemplated. 


EQUIPMENT RECOVERED FROM THE FRENCH 


We have a particular situation I am sure you realize in this country ; 
that is, as the French forces withdrew, large quantities of the ma- 
terials which we had previously furnished the French during the fight- 
ing in that area have been turned over to the Vietnamese forces where, 
as I mentioned the other day to a question from Mr. Gary, we are still 
moving out some of that equipment. The final tally has not been made. 
Secretary Robertson addressed himself to that also—what we are 
trying to accomplish in view of the French withdrawal. 

Mr. Passman. What are you doing with the equipment you move 
out / 

Colonel Crirz. The greatest part as of the moment has been turned 
over to the Vietnamese, Cenabeadaas and Laotian forces. We are 


pulling some out and redistributing it to other countries such as 
Taiwan, Thailand, and the Philippines where the requirement does 
not exist in Indochina. 
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Mr. Passman. Are you making any charges against the country 
allocation for the amount of equipment you are giving them? 

Colonel Crirz. We are. 

Mr. Passman. Are you making charges for all of it, or just a part? 

Colonel Crrrz. The whole thing. And all of that is reflected in the 
figures we present to you here. 

Mr. Passman. In other words, they would get the equipment in 
addition to the funds you have requested for them 

Colonel Crrrz. Let me put it on this basis. When we drew up our 
program, we established requirements and our redistribution of this 
material is against those requirements which we had established for 
those countries. 

Mr. Passman. Looking at the figure you have for Vietnam for fiscal 
1957, the equipment you are giving them would be in addition to these 
funds, 

Colonel Crrrz. That is correct; it will be in addition to what we 
have provided through the redistribution of the material. 

Mr. Passman. W here may the committee find the value of that 
material you are giving to these three countries you just mentioned ¢ 

Colonel Crrrz. Mr. Chairman, it is best reflected in the table we pro- 
vided to you the other day, where you will see in many cases that our 
deliveries exceed the program. 

Mr. Passman. Let us take the total rather than the number of tanks, 
guns, and ammunition. What is the total amount of equipment 
heing given to the three nations for which there is no indication of 
the value in the justifications ¢ 

Colonel Crirz. We are still trying to inventory and make records of 
the total amount. The reason behind this is as follows: When the 
French were in the area, they equipped the Vietnamese and Laotian 
forces with equipment which we provided and turned over to them. 

Then, of course, when they reorganized the national armies under three 
separ ate countries, they kept ‘the equipment. Now we are in the 
process of taking inventory and determining exactly what is in these 
countries so that we can ‘adjust the amount which is now carried 
against the old Indochina program. 

Mr. Passman. Should we mention in our committee report in con- 
nection with the appropriation for this part of the world that there 
isa large amount of salvaged military equipment that would be given 
to these countries in addition to the funds being allocated to them ? 

Colonel Crrrz. I would put it in this way, that we have already pro- 
vided that equipment. It is now a matter of taking inventory and 
determining the amount transferred from that program to the new 
program. 

Mr. Passman. Do not you think somewhere along the line the com- 
mittee or Congress should know the value of that equipment; because 
the value of that equipment would be in addition to the amount of 
money Congress is appropriating ? 

Colonel Crrrz. We do. Let me make one point there: Already 
what we have taken out of the country—by that I mean that every- 
thing provided those three separate countries—we have reflected in 
the figures we presented to you. 

Mr. Passman. You stated you reflected it in the figures you pre- 
sented to us but what I am trying to establish for my own benefit is— 
[ am looking at your justific ations for the amount of money you are 
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requesting for these countries—in addition to that money there is a 
certain amount of equipment they are going to get. Now there is a 
certain value to that equipment. 

Colonel Crrrz. That is true. - 

Mr. Passman. If we knew the value, we could put the two together 
and state “We are giving so much to this country this year.” 

Colonel Crirz. That is correct. 

Mr. Passman. Can you furnish that for the committee ¢ 

Colonel Crirz. Yes, sir. 

(Classified information was furnished to the committee.) 


DEFENSE SUPPORT 


Mr. Passman. For defense support there is a substantial increase in 
the amount requested for fiscal 1957 over the amount available for 
fiscal 1956. 

Dr. Moyer. I would like first to refer back to what I said on the 
opening day, that we found in 1955 there was a substantial amount we 
would not need that year. This amount was in the form of com- 
modities in the pipeline. So we deducted an equivalent amount from 
the new availabilities required in 1956. That is the reason for the low 
figure in 1956. 

’ might say further that this figure some months ago was estimated 
at $82.2 million, and the figures in the presentation ‘book reflect that 
amount. If we add the R29 million to the $193 million, we would 
then have in 1956 a total of $275.2 million. We do not yet know 
precisely whether it will be $82.2 million or some other figure. The 
figures will all be in by June 30 of this year. Present indications are 
that it will not be quite that high, but the total for 1956 will still be in 
the neighborhood of $265 million to $275 million. That explains why 
the 1956 figure in the presentation book is lower. Actually the figures 
for the 2 years, 1956 and 1957, will be very close when all the funds 
available for use in 1956 have been accounted for. 


TECHNICAL COOPERATION 


Mr. Passman. For “Technical cooperation.” you are asking for $5 
million in 1957 compared to $3.5 million for the 1956 program. Why 
is it necessary to have an increase in that item, Doctor ? 


BASIS FOR INCREASED REQUEST 


Dr. Moyer. There are two reasons. One, conditions, as Secretary 
Robertson pointed out, are considerably more stable and we expect to 
finance a larger number of trainees. With the French withdrawn 
from this scene, there is a considerable vacuum in trained personnel, 
such as technicians of all sorts, and we are now in a position to 
move more rapidly to fill that gap because of the better conditions. 
Part of the increase will go to meet the costs of this larger number of 
participants to be sent abroad; part also will go for increased technical 
assistance to the development program which will be provided for in 
these funds. We are able also to move more vigorously on that pro- 
gram because of the new conditions. More technical assistance will be 
required to support it and to be sure that the projects are properly 
handled. 
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UNOBLIGATED AND UNEXPENDED BALANCES 


Mr. Passman. What is the estimated unobligated balance for the 
technical cooperation program as of June 30? 

Mr. Murpuy. We do not estimate there will be any unobligated 
balance. 

Mr. PassmAn. How about the unexpended balance? 

Mr. Murrny. The unexpended balance on technical cooperation we 
estimate as $2,307,000, 

Mr. Passman. In other words, you believe only about 32 or 33 per- 
cent of the amount——— 

Mr. Murpny. In this year’s program. 

Mr. PassmMaANn. By that, you mean fiscal 1956 ¢ 

Mr. Murpny. Yes, sir. 

Mr. Passman. Under “Defense support,” what is the unexpended 
balance ¢ 

Mr. Murrny. There the unexpended balance as of June 30 is esti- 
mated as $180,103,000. 

Mr. PassmMan. That is almost equal to the amount allowed for that 
account last year ? 

Mr. Murrny. From 1956 funds; yes, sir. 

Mr. Passman. Under “Military assistance,” what do you estimate 
the unexpended balance will be as of June 30? 

Colonel Crrrz. (Statement off the record.) 

Mr. Passman. The defense support item covers about the same 
materials and supplies that there would be under the defense support 
program for the other nations we have discussed ? 

Dr. Moyer. It would be similar. There is a very large item for 
salables in order to provide internal support for the military forces. 
The balance of it is needed to move forward with rehabilitation and 
to begin the process of development. 


LOAN TO VIETNAM 


Mr. Passman. Under the loan program for 1956, did we make this 
country a loan of $25 million? 

Dr. Moyer. Yes, sir. 

Mr. Passman. Out of what account was that funded ? 

Dr. Moyer. Defense support. 

Mr. Passman. What are the terms of the loan? That is not con- 
fidential, is it? 

Mr. Murpuy. No, sir. It is a 40-year loan with an interest rate of 
3 percent if they pay back in dollars, and 4 percent if they pay back 
in local currency. 

Mr. Passman. Do they have the option of repayment either in local 
currency or dollars? 

Mr. Murrpny. Yes, sir, they do. 

Mr. Passman. It turned out to be a sound loan, did it not, whether 
they pay back in dollars or in their own currency ? 

Mr. Moureny. Well, they have the option under the agreement, but 
the interest rate will be different. 
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IMPORTANCE OF VIETNAM 


Mr. Roserrson. This little country, as you know, was divided arbi- 
trarily by the Communists at the ‘Lith parallel. Its principal in- 
dustrial capacity and mineral resources were in the north and thus 
turned over to the Communists. It has one of the lowest consump- 
tion and production rates of any country in the world. But, even so, 
this little country is spending about 49 percent of its own revenues for 
defense and it is an area in which the United States and the free 
world has a tremendous stake. If the Communists take over South 
Vietnam—and surely they would have taken it over without our 
mutual security program there—it means all of southeast Asia may be 
lost to the Communists. 

Mr. Lanuam. You say Diem has done a good job? 

Mr. Ronertson. He has done a remarks bly good job. Vietnam is 
really a shining example of what these programs can do in Asia. 

Mr. Lannam. I thought South Vietnam was hopeless a year ago. 

Mr. Roserrson. It looked hopeless, but they have made a truly re- 
markable recovery there and it is due largely to two factors—one, the 
dedication of President Diem, his courage, and his determination; 
and two, the assistance we have given. With all of Diem’s qualities, 
Vietnam could not possibly have achieved what it has achieved without 
our help. 

Mr. Passman. Vietnam evidently has an abundance of food, be- 
cause the caloric intake is getting prettly close to our own. 

Mr. Rorertson. They are exporters of rice normally. 

Mr. Passman. That is a heartening trend. It is nice to know they 
have such a high caloric intake compared with some of the other 
countries. 

Mr. Rosertson. They do not suffer from a shortage of food, but 
they suffer from a lack of almost everything else. 

Mr. Forp. Do we have any idea, just as an offhand figure, of how 
much military equipment was shipped into either the French or the 
Vietnamese ? 

Colonel Crirz. Yes. sir. 

Mr. Forp. Could you give us that ? 

Colonel Crrrz. (Statement off the record.) 

Mr. Forp. That was the total from the inception of the program of 
either or both the French and the Vietnamese ? 

Colonel Crrrz. Well, we delivered everything, as you recall, to the 
eae and it was up to the French to put it into Vietnamese, Cambo- 
dian, or Laotian forces. 

(Discussion off the record. ) 

Mr. Forp. This figure which is shown for military assistance under 
fiseal years 1952-56 was sent by us directly to the French ? 

Colonel Crrrz. That is correct ; yes, sir. 

Mr. Forp. The equipment reflected by this figure is entirely differ- 
ent from this $——. 

Colonel Crirz. That is correct. May I point out that the greatest 
pe ie of the program which we are requesting this year, and the largest 
part in last year are not end items as such. It will give certain of 
the end items; but over 60 percent of the program is for training and 
direct forces support which is soft goods. 

(Discussion off the record.) 
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EQUIPMENT RECOVERED FROM THE FRENCH 


Mr. Foro. Turning to the $—— in equipment, I did not quite under- 
stand the response you gave to the chairman. Some of this—you do 
not know how much yet—will be diverted to other countries in the 
area ‘ 

Colonel Crrrz. That is correct. 

Mr. Foro. Will that be transferred to those countries as excess; in 
other words, at no cost to the country program ¢ 

Colonel Crrrz. No, sir. It will be charged to the country program 
\inless it is excess and obsolete equipment. In other words, if it was 
put into this old French-Indochina program as excess and not charge- 
able, then it will be transferred on the same basis; but if it was put 
in the old French-Indochina program as chargeable, we would transfer 
it on the same basis. 

Mr. Forp. After it has been rehabilitated ? 

Colonel Crirz. That is correct. May I add that we are leaving the 
best material in those three states so that we do not have to ship it out 
and then ship it back. What we are pulling out is the worst equip- 
ment that has to be rebuilt. That will be what we redistribute to the 
other countries. 

Mr. Forp. Now in any of those three countries you have mentioned 
you have gone in and set up a requirements program. 

Colonel Crirz. That is correct. 

Mr. Forp. In the 1957 presentation here you have requested so much 
money based on the requirements. You have identified the items 
which are being procured with the dollars proposed ? 

Colonel Crrrz. Correct. 

Mr. Forp. Out of this equipment, if you divert so many tanks or 
so many rounds of ammunition to any one of those three areas, that 
equipment will be deducted against the requirements and the dollars 
in those country programs? 

Colonel Crirz. Let me put it on this basis: The items which we 
have put into the program that we have before you, we have deter- 
mined as not being available in the inventories that we know of at 
this time. But, as you say, if we do find something that will fulfill 
these requirements which we have set forth, it will fulfill that require- 
ment and reduce the dollars accordingly. But, to our knowledge, 
these items we have put in here are not available in the Indochina 
inventory ? 

Mr. Forp. But it is conceivable there might be ? 

Colonel Crrrz. That is correct—it is conceivable. 

Mr. Forp. And, if so, this committee could rest assured that there 
would be a dollar reduction and an elimination in the requirements 
unfulfilled ? 

Colonel Crrrz. That is correct. It would be a dollar reduction in 
the requirements if we found those items there. 

Mr. Forv. When do you think this inventory will be completed ? 

Colonel Crrrz. Well, sir, we are just moving people in now. 

Mr. Ropertson. We have 180 of them all together. 

Colonel Crirz. And it is a tremendous job. I would say probably 
this fiscal year. 

Mr. Forp. That they would know what the availability was this 
fiscal year 1957? 
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Colonel Crirz. That is right. On this total of $———, you realize 
that there was quite a bit lost during the fighting. We will never 
come out with all we put in. 

Mr. Forp. You had ample losses, a 4- or 5-year program by the time 
the truce or armistice was signed, so that substantial reductions will 
be made in the dollar amount, but nevertheless there will be some 
inventory available which will either be used in these three countries 
or other countries in that area? 

Colonel Crrrz. That is correct, sir. 

Mr. Forp. Off the record. 

(Discussion off the record.) 


Astan Economic DrEvELOPMENT FuNpD 


Mr. Passman. We have one other item before we will consider the 
Latin-American program and that is the Asian economic development 
fund. 

It is known as the President’s special fund; is that correct ? 

Mr. Mourreuy. That is correct. We have Dr. FitzGerald, our 
Deputy Director for Operations, here. 

Mr. Passman. That is page 210, volume III. So we may have an 
understanding of these different funds, this one is strictly for Asia, 
is that correct? 

Mr. Mureny. That is correct. 

Mr. Passman. In addition the President has a hundred million 
dollar worldwide fund ? 

Mr. Murrny. That is correct. 

Mr. PassmMan. That is not included here? 

Mr. Murpnuy. That is correct. 

Mr. Passman. This is the item for which the President requested 
$200 million last year and the Congress appropriated $100 million? 

Mr. Murrny. That is correct. 

Mr. PassmMan. Out of the $100 million that we did appropriate, you 
show that you had programed $40 million last year. But you have 
obligated only $10 million last year, estimated as of June 30? 

Mr. Murpuy. Estimated obligation. We have programs for much 
more. 

Mr. Passman. You have $90 million unobligated out of the $100 
million we appropriated last year ? 

Mr. Mourpny. That is correct. 

Mr. Passman. This year you are requesting an additional hundred 
million dollars plus reappropriation of the unobligated $90 million 
that is already in the fund, is that correct? 

Mr. Mureny. That is correct and with respect to the additional 
hundred million our estimates are that $35 million would be obligated 
during fiscal 1957 and the balance of $65 million would be obligated 
during fiscal 1958. 

Mr. Passman. Leaving the other hundred million for future 
obligation ? 

a Murrny. No, sir. I said with respect to the second $100 
million. 

Mr. Passman. This item is being handled a little differently from 
most requests. For fiscal 1957 you request $160 million which is 
programed as $190 million. 

Mr. Murreny. That is our program for fiscal 1957. 
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Mr. Passman. The program contemplated $40 million for fiscal 
1956; as of June 30 you estimate you will have only obligated or pro- 
gramed $10 million ? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. This figure is reduced to $10 million and the other is 
raised to $190 million. 

Mr. Murrnuy. That is correct. 

Mr. PassMANn. We appropriated that money for a period of 3 years, 
did we not? 

Mr. Murpny. Yes. 

Mr. Passman. Why do you want the $90 million in addition to the 
$100 million in new funds? 

Mr. Murry. That is our obligation estimate, the $90 million would 
be obligated during fiscal 1957 and in addition another $35 million of 
the new $100 million. 

Mr. Passman. But you are asking for new money. I know you are 
asking for $100 million but I am looking at a figure of $160 million. 

Mr. Murpny. That is correct. 

Mr. Passman. If we should think in terms of the program of $160 
million, it is no longer 160, it is now $190 million ? 

Mr. Murpny. No, 160 was our original estimate of programing 
during 1957. One hundred million new appropriation was requested. 
We still have the request for $100 million new appropriation and our 
program for fiscal 1957 has gone up by $30 million to $190 million. 

Mr. PassmAn. Certainly it is obvious from what you have said that 
we in no way handicapped or tied the hands of the President last year 
by cutting the request to a hundred million dollars. 

Mr. Murrny. That is correct, sir. 

Mr. Passman. In effect, what you are asking is for the unobligated 
$90 million of this fund to be carried over with an additional $100 
million appropriation; is that right? 

Mr. Murpuy. That is right. 


GENERAL STATEMENT 


Mr. Passman. Doctor, would you care to discuss the item ? 

Mr. FirzGerarp. I have a brief statement on this item with me that 
I can either submit for the record or read as the committee desires. 

Mr. Passman. If you prefer to read it into the record, you may 
proceed. 

Mr. FirzGerarp. I am appearing before you today in support of 
an administration request for the appropriation of $100 million under 
section 418 of the legislation before you. Section 418 refers to the 
President’s fund for Asian economic development, under which the 
United States is making a deliberate effort to foster regional coopera- 
tion and solidarity in the areas of east and south Asia. It is our con- 
sidered opinion that such cooperation—a sense of political, economic, 
and psychological unity of purpose—will provide one of the most 
effective answers to the Communist threat which free Asia faces. Tt 
is also our judgment that such a sense of unity can best be fostered 
by joint activities in the economic sphere. 

Section 418 has a feature that aes it unique in the Mutual Securi- 
ty Act. Under it, the Congress has granted the International Coopera- 
tion Administration the authority to obligate the funds appropriated 
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over a period of 3 years, In fiscal year 1956, the Congress authorized 
the appropriation of $200 million for the Asian economic development 
fund; however, only $100 million was appropriated in fiscal year 1956. 
We are now requesting the appropriation of the second $100 million. 
This request is based on two considerations : 

The first consideration concerns the flow of proposed projects of a 
regional nature which the various countries of Asia are submitting to 
us as a result of the enactment of secion 418. We have presently 3 m 

various stages of active consideraion a number of projects which, if 
they are all carried out will require the full $100 million appropriated 
in : year 1956. These projects include— 

Mineral development in the Philippines, Indonesia, and India 
to pit mineral ores to Japan. These are ores which Japan needs 
urgently and which it formerly acquired in what is now Communist 
China. 

The construction of road and rail communications between coun- 
tries of free Asia which are adjacent but which are currently isolated 
from each other by the absence of such communications facilities. 
One project. of this kind under consideration for example, involves 
communications between Nepal and India. 

3. Demonstration centers and training centers in such fields as 
forestry fisheries, community development, public administration and 
the like. It is the judgment of the countries of Asia, concurred in by 
us, that such regional training activities can do much to foster a spirit 
of cooperation, “while at the same time increasing the scope and effic- 
iency of such activities. 

Two of the projects to be financed from the funds appropriated in 
fiscal year 1956 are currently in the operational stage. 

The first of these is an Asian nuclear center, to be established in the 
Philippines and to provide training in the peaceful uses if atomic 
energy for the countries joined in the Colombo plan. A recommended 
site for the center is currently being chosen by a group of United States 
experts, and we expect formation of the center to proceed rapidly. 

T might add a team from the Brookhaven Laboratories on Long 
Island have just returned from a visit to all the Colombo plan coun- 
tries to discuss this particular project. 

A second activity currently in the operational stage is a survey of 
a regional telecommunications system for Thailand, Laos, Vietnam, 
and Cambodia. The purpose of this project is to tie these countries 
more closely together. 

In addition to the projects currently under consideration, there are 
a number of project submissions w hich we have not been able to con- 
sider seriously in the absence of further funds for this program. I 
shall be glad to discuss these proposals in more detail, if the committee 
desires. 

There is a second reason why we consider it important to appropri- 
ate the additional $100 million this fiscal year. The Asian economic 
development fund represents an important new policy direction for 
the United States. Once the aims of the program became clear, con- 
siderable enthusiasm for this new direction developed.among the coun- 
tries of Asia. We believe it is urgent that there be sufficient funds 
available to make substantial headway toward a more regional ap- 
proach during the period of initial momentum. In this connection, 
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i might point out our expected rate of obligation: $10 million in fiscal 
year 1956, and $125 million in fiseal year 1957, leaving a balance of 
about $65 million for obligation in fiscal year 1958. This reflects our 
judgment that the fund will have a progressively shorter lead time as 
a result of the considerable preplanning and negotiation that took 
place during fiscal year 1956. 

One final point: Executive branch witnesses last year notified the 
Congress that under certain conditions and in the absence of other 
available funds, we might have to draw on the Asian economic devel- 
opment fund for emergency requirements of a bilateral nature in the 
area. We have held such use for emergencies to a minimum in fiscal 
year 1956; in fact, use of the Asian economic development fund for 
bilateral programs amounts to only $4.2 million. We will continue 
this policy of using the fund for bilateral programs only as a last 
resort; however, the point that we may have to put the fund to such 
uses should be made at this time. 


OBLIGATIONS 


Mr. Passman. Thank you very much, Doctor. I believe the last 
information given to us Is that as of April 1 you had actually only 
obligated $4.4 million of the $100 million ? 

Mr. FirzGrravp. That is correct. 

Mr. Murreny. As of April 30? 

Mr. PassMan. Your estimate is you will have obligated $10 million ? 

Mr. FrrzGerarp. Yes. 

Mr. Passman. But it could be less than that amount ? 

Mr. Murrpuy. Yes. 

Mr. Passman. I think we are being very frank with each other on 
both sides of the table. Could it be truthfully said you overstated 
your requirements last year for this program when you asked for $200 
million ? 

Mr. FrrzGrratp. Mr. Chairman, if you recognize, as I am sure 
you do, that the request covered a 3-year obligational period, I do 
not believe it could be said that we overestimated our requirements. 
We were thinking in terms of 3 years and funds for 3 years. 

Mr. Passman. You certainly expected to obligate more than $10 
million of the $200 million request for the first year, did you not? 

Mr. FrrzGrratp. We hoped so, but we had had no experience in 
this kind of regional activity. It goes slowly, and we wanted to be 
careful. 

Mr. Passman. Is it not obvious you did overstate your require- 
ments? You are shooting mighty high asking for $200 million when 
you had no experience with the program. After 1 full year you have 
only obligated $10 million. That is an indication you have not had 
too much experience with this type of program, is it not? 

Mr. FirzGeratp. It is true we have only obligated $10 million but 
the availability of the hundred million which the Congress appro- 
priated last year has enabled us to go forward and begin preplanning 
discussions and negotiations for well over the hundred million dol- 
lars’ worth of these projects. 

Mr. Passman. They are very much in the planning stage though: 
are they not? 
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Mr. FrrzGrraxp. It is two things, Mr. Passman, that have been sig- 
nificant in this connection. One, we did have a $100 million appro- 
priated which we could have obligated if we had been able to mature 
the projects. 

Mr. Passman. That is understandable. If you could have found 
somebody to give the money to, you would have disposed of it. 

Mr. FrrzGeratp. Second, we had the Congress’ interest in a 3-year 
program by virtue of the authorization for a second hundred million 
and the fact that that second hundred million was authorized gave 
us and the other countries more confidence to consider regional proj- 
ects which might not mature in this fiseal year, but which dul de- 
velop over the next 3 years. 

Mr. Passman. Do you anticipate that any of these obligations will 
be deobligated after the end of the fiscal year? I am speaking of the 
$10 million. They are sound obligations ? 

Mr. FrrzGeraup. Yes; unless there are some minor amounts left 
as a result of the completion of the project. There is no substantial 
amount to be deobligated. 


USE OF OTHER FUNDS IN LIEU OF PRESIDENT’S SPECIAL FUND 


Mr. Passman. Under the present authorization or present law, you 
have the military assistance program, the defense support program, 
the technical aid program, and the economic aid program, is that cor- 
rect? If you had not had this program and it had been necessary to 
have obligated this $10 million, could the President have obligated 
the money out of any of the four funds that I have mentioned ? 

Mr. FrrzGrraup. Legally ? 

Mr. Passman. Yes. 

Mr. FrrzGerap. Yes, sir. 

Mr. Passman. This is just another program giving the President 
a large sum that he may use in his own way? 

Mr. FrrzGerap. I would not say just another program, sir. 

Mr. Passman. Another program in addition to the other four I men- 
tioned, where the President would have large sums of money that he 
could obligate anywhere he wanted to in that section. 

Mr. FrrzGerarp. In Asia. 

Mr. Passman. But without this particular fund he could take cer- 
tain funds out of the other four funds I mentioned ? 

Mr. FirzGeravp. Yes, sir; at the expense of those programs. 

Mr. Passman. None of us would know about the expense inasmuch 
as you would have unobligated funds. Iam talking about the present 
law. He could have obligated this $10 million out of one of the other 
four programs I mentioned. 

Mr. FrrzGerarp. That is correct. 

Mr. PassMANn. Because of the transferability of funds feature, is 
that correct? If you had funds unobligated in some other account, 
the President could have obligated the $10 million out of one of those 
other funds? 

Mr. FirzGeravp. That is correct. 

Mr. Gary. Is not one purpose of this fund to enable the President 
to act quickly in cases of emergency ? 

Mr. FirzGerarp. Yes, sir. 
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Mr. Gary. If an emergency should arise in that area for which he 
needed a special sum of money, he could take these funds and use 
them for that purpose ? 

Mr. FrrzGeratp. That would be particularly true, Mr. Gary, of 
any bilateral programs or bilateral requirements that developed in the 
area. As I indicated, we did use this fund for a very urgent priority 
program in Indonesia which was not a regional but a bilateral pro- 
gram. I think I should be clear with you, sir, that the regional proj- 
ects, as such, typically are not emergency. T hey take time to develop. 
We want to be sure they are soundly conceived and soundly engineered 
and it does take time. When you get into, say a Mekong River tele- 
communications survey and telecommunications development pro- 
gram, there are a lot of complications and problems that need to be 
worked out in advance of obligating and expending funds. By and 
large regional projects are of fairly long maturity date but you do 
have the authority in there to take emergency action on a bilateral 
as well as a regional basis. 

Mr. Gary. I assume these regional projects require the acquiescence 
of the various people in the region and that it sometimes takes con- 
siderable time and effort to obtain complete agreements of the various 
countries involved in the project? 

Mr. FrrzGeravp. That is very true, sir, and without—again I am 
coming back to Mr. Passman’s point—without the authority available 
you could never get these people to sit down and discuss and get to- 
gether and compromise their views and otherwise get moving. 

Mr. Gary. Without the authority you could not negotiate. 

Mr. FrrzGerarp. That is right. 

Mr. Gary. You would have no authority to even negotiate. When 
the funds are appropriated that gives you the authori ity to sit down 
and negotiate with them and the expenditure of the funds depends 
entirely upon how much progress you can make with them insofar as 
reaching necessary agreements to implement the program. 

Mr. FitzGeraub. That is correct, sir. 

Mr. PassMaAN. Is it not also true of the technical aid program ¢ 
You have to go in and negotiate these contracts on a similar basis? 

Mr. FirzGeraup. Not a similar basis. 

Mr. PassMan. What kind of basis then if not a similar basis? You 
enter into agreements with these countries, do you not / 

Mr. FrraGeraw. Bilater: ally with each country one at a time. 
When you get into the regional thing, you have to juggle negotiations 
with 4, 5, or 6 countries at the same time. 

Mr. Gary. Which might have conflicting interests? 

Mr. FrrzGrratp. Which do have upon occasion. 

Mr. Passman. Referring to the technical assistance program for 
Vietnam, before you enter into those contracts you have to work it 
out with the leaders of those countries. 

Mr. FrrzGrrawp. That is right. 

Mr. Mourpuy. That is one country. 

Mr. Passman. To use this $100 million you do not have to get per- 
mission from another country if you want to give Vietnam $o mil- 
lion ? 

Mr. Mureuy. Not if it is a bilateral program, but most of our 
programs are multilateral. 

Mr. Roperrson. Off the record. 
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( Discussion off the record. ) 

Mr, Passman. My judgment may not prevail but I do not like the 
idea of appropriating large sums of money to say to the President 
in effect “You do what you like with it.” I do not like that concept. 
That is my personal view. Iam not speaking for the committee. 

Mr. LANHAM. It seems to me you should be commended for not try- 
ing to obligate this money and that you have gone slowly with an and 
personally this aren is so critical it just seems to me that the money 
ought to be there and if you go in the future slowly and as judiciously 
as you have in the past, I think we can afford to let you have the money 
and have it there so that you can take care of any emergency that 
arises or any long-term plan that you thing in the end is going to 
save this part of the world for us. I do not mean by that we ought 
to scatter our money around but this is one section of the world where 
I think we can afford to risk a hundred million or two. That is all 
I have. 

Mr. PassmMAN. It is about $200 million involved here and the point 
I tried to make is why you requested so much money last year and used 
so little. That is the only thing I was trying to establish—to be 
sure we give you all the money you need but that we do not give you 
more than you need. 

Mr. FrrzGeravw. Mr. Chairman, may I make a comment which I 
hope this committee will not consider out of order ? 

Mr. PassMaAn. Yes. 

Mr. FrrzGrraup. As administrative agencies we are frequently on 
the horns of a dilemma. If we come before the Congress with any 
substantial amount of unobligated funds by virtue of an effort to be 
sure and be economical and be satisfied that the taxpayers’ money is 
being well spent, then they say “Well, we gave you too much,” that we 
did not know what we were talking about last year. If we try to 
accelerate obligations and expenditures, and make mistakes as every- 
body does, and we make them, then Congress says “Well, we gave you 
too much money and you just wasted it.” We are on the horns of a 
dilemma all the time. I think we are using good judgment in being 
sure that these funds are obligated for sound projects before we ob- 
ligate them and it does take time. 

Mr. Passman. Off the record. 

( Discussion off the record.) 

Mr. Denon. A year ago when you asked for this fund I was under 
the impression it was to be used as an emergency fund. We were told 
that was the danger spot of the world and the money was needed for 
that purpose. It was explained to us that it was primarily to be 
for military use. These projects you set up here, as I see it, could 
all be carried out under the point 4, economic development or defense 
support programs. I know some projects are in more thaon one coun- 
try but we are spending money in every country. It seems to me 
as if it is being used to expand the defense support program, the 
economic development, and the technical assistance programs. 

Mr. Passman. It would be too well controlled if you handled it 
that way. 

Mr. Denton. It seems to be just extra money for those programs. 

Mr. FrrzGrravp. Sir, I think in connection with your first point 
that there may be some confusion between the Asian development fund 
and the President’s emergency fund 
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Mr. Den'ron. Mr. Stassen talked about this item. 

Mr. FrrzGeravp. I’d have to look at the record, but I believe it will 
show from last year’s hearings that these were specifically justified and 
presented on the basis of regional economic development and not on 
the basis of supplementary military programs though, as Secretary 
Robertson said, all the witnesses indicated that in an emergency these 
funds could be tapped for bilateral programs. 


JUSTIFICATION OF PROJECTS CONTEMPLATED BEFORE APPROPRIATING FUNDS 


Mr. Denon. You could have had a blanket fund. Every place 
else you tell us about the proposed projects and ask us for the money. 

Mr. FrrzGerraxp. At the time we came before this committee a year 
ago, sir, the idea was in the process of development and we could not 
submit to you specific projects. We did not feel justified in talking to a 
lot of countries about regional projects without some assurance from 
the Congress that this was a policy and a program which the Congress 
approved. So we had to come to you first with an idea, if you wish to 
call it that, that we would like to try out in Asia because we think it 
has a lot of merit and will work. The Congress approved the idea to 
the extent of a hundred million dollars. We have developed specific 
projects which are in the process of engineering and further review 
that we can lay against about $150 million. 

Mr. Denron. Would it not have been better to give us the projects 
first and then ask for the money rather than to ask for the money and 
then decide on the projects ? 

Mr. Passman, The President does not have to tell us what these 
projects are. The President makes the decision whether it,is an 
emergency or necessity. 

Mr. FrrzGerarp. Yes, sir. 

Mr. PassMAn. We passed the authorization bill with that under- 
standing. 

Mr. Roserrson. This is not primarily an emergency program. 

Mr. Passman. Something was mentioned about emergencies, that is 
why I used the word. 

Mr. Denron. The programs they propose to spend the money on 
are not emergency programs. 

Mr. Gary. It can be used for emergency programs. 

Mr. FirzGrratp. Heretofore it is my understanding that the use of 
the Asian development fund for emergency purposes was distinctly an 
exception in that the record of the hearings and the statements on the 
floor of both the House and Senate emphasized the use of this particu- 
lar fund for regional projects. 

You asked why we could not develop regional projects first and then 
lay them before you and request funds. The difficulty with that, sir, is 
that it makes negotiation and discussions with other countries ex- 
tremely difficult and unlikely to succeed because until the Congress has 
approved a program and appropriated funds we are not in a position, 
as you know, sir, and would not, commit the United States Govern- 
ment and Congress to program which has not been approved by Con- 
gress and for which no funds have been authorized. It is, generally 
speaking, a waste of time. 

Mr. Denton. That is all. 
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USE OF 1956 FUNDS 


Mr. Taser. Doctor, will you please turn to page 212, volume ITI. 
Does the matter on that page represent what is covered by the 1956 
program or the 1957 or neither? 

Mr. FrrzGrrap. This represents, on page 212, Congressman Taber, 
those projects which are farthest along in examination and engineer- 
ing. The total, as you undoubtedly have noted, is about $98.1 million. 

Mr. Taser. Is that what you were going to use or have started to 
use the 1956 funds for ? 

Mr. FrrzGrrap. Yes, sir, but the 1956 funds would not quite cover 
this whole $98 million. 

Mr. Taser. A $100 million was a little more than $98 million when 
I went to school. 

Mr. FrrzGerap. It still is. I can assure you the rules have not 
changed in that respect. We have used $4.1 million of the hundred 
million, Mr. Taber, for a bilateral program in Indonesia. So that 
would reduce the availability of funds for regional purposes down to 
$95.9 million, which would be slightly less than the $98.1 million esti- 
mate of these projects. 

Mr. Taser. This nuclear research item, what can they do that would 
be constructive in connection with something of that kind? 

Mr. FrrzGeratp. What can the Asian countries do, sir? 

Mr. Taper. Yes, and what is planned to be done with such a thing 
as that? 

Mr. FrrzGrrarp. This proposed center, Congressman Taber, would 
be for the purpose of training of and research by Asians in the nuclear 
field. There is I am sure, as you know, rapidly expanding and very 
great interest in this new area, nuclear energy, both in research and in 
the power field. 

Mr. Taser. Are they doing anything about it or is there anybody 
doing anything about it over there? 

Mr. FrrzGeratp. Some of the countries in the area, I am thinking 
particularly of India and Japan, have modest atomic energy programs 
of their own; most of the other countries have very little. 


INDIA-JAPAN IRON ORE DEVELOPMENT 


Mr. Taser. That leads us to this India-Japan iron ore development 
for use in Japan. Do you know anything about the deposits of iron 
ore in India? 

Mr. FrrzGrratp. The deposits of iron ore in India are very large. 
In this particular area where these mines would be developed there 
are proven reserves that would last 50 or 75 years. 

Mr. Taser. Does that mean if an American outfit wants to go ahead 
with the steel business, they do the development work and get the ore? 
If we pay for the development work and setting them up that means 
Japan has a great advantage on top of her cheap labor for dumping 
that product on the market. I do not know but it looks interesting, 
the approach on that. 

Mr. FrrzGrratp. Might I make two comments, sir ? 

Mr. Taser. Yes. 

Mr. FrrzGeravp. (1) It would be proposed in this particular case 
that the funds would be loaned, not granted, and repayment would 
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have to be made, so that it would not give a competitive advantage to 
this source of supply . 

(2) It would be contemplated, if the project went through, the 
United States would finance only a portion of the total development. 
The Indian Government would finance some 35 or 40 percent, pri- 
— the local rupee costs of the development, and the Japanese 
would finance other portions of the development which would involve 
boxcars and locomotives for the expanded movement of the ore. 

Mr. Taser. So that you would have money enough left to take care 
of the surplus program after that, would you not, if these folk paid 
a part of the cost ? 

Mr. FirzGeravp. The total cost is estimated in the order of $55 
million equivalent, of which the maximum we would contemplate put- 
ting in the project would be some $20 million on a loan basis. 

Mr. Taser. What about the Philippine item? That is along the 
same line ¢ 

Mr. FrrzGeravp. That would be of the same character, Mr. Taber. 
The United States contribution of $5 million would represent roughly 
the foreign exchange cost of the development, and both Japan and the 
Philippine Islands would be expected to contribute even more than this 
to the project before we would finance it. 


COMMUNICATIONS BETWEEN 





NEPAL AND INDIA 


Mr. Taser. Then you have an item to connect Nepal with India. 
What is the bases of that request ? 

Mr. FrrzGeratp. I have some maps here which the committee may 
or may not be interested in. Nepal, as I am sure you know, is this 
small country [indicating on map]. 

Mr. Taper. Yes, along the Chinese border. 

( Diseussion off the record.) 


TELECOMMUNICATION 


Mr. Taper. What about this item for telecommunication ? 
Mr. FirzGeravp. This is 1 of the 3 projects which we have actually 
under engineering survey now, Mr. Taber, At the present time there 
are practically no communications with Laos at all, very little with 
Cambodia, and practically no modern communications between 
Thailand on the one hand and Vietnam on the other, Each of these 
four countries has been interested in developing a communication 
system of its own. We have agreed with them, after some of the long 
discussions which we mentioned earlier, to join together in making a 
combined joint survey of the communications facilities existing and 
the minimum communications requirements of the four countries, so 
that they can be tied together in a common system. 

We will not have a firm estimate until the engineering survey which 
is not underway is completed. This would represent, roughly, only 
the foreign exchange cost of the proposed system, and an indigenous 
local currency cost of at least an equal amount would be incurred if 
this goes forward. 

If the engineering survey proves out the proposal, we would like to 
vo forward and finance the actual construction. 
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INLAND WATERWAY IN PAKISTAN 


Mr. Taner. You have an item for an inland waterway in Pakistan. 

Mr. FrrzGerap. This project, Mr. Taber, is much less well matured 
than the previous six. Ata recent meeting of the Economic Commis- 
sion for Africa and the Far East last fall, a proposal was advanced 
at that time that a regional project located in Pakistan for demonstrat- 
ing the use of various kinds of equipment on the inland waterways of 
that area would be a desirable project from the point of view of 
accelerating and improving the waterway transportation systems of 
the area, which, as I am sure you know, are very important. 

There have been a number of communications with the United 
Nations in New York about the project, in an effort to be sure the 
project is well conceived, and, more important, that it will be used. 
We have not yet received adequate assurances on the last score, and 
pending the time we are satisfied the project will be used as a training 
center, we do not intend to finance this equipment. If I had to guess 
today, I would suspect that this project will drop out, that we will not 
find it sufficiently warranted. 


TECHNICAL TRAINING CENTERS IN ASIAN COUNTRIES 


Mr. Taser. What about the technical training centers in Asian 
countries ? 

Mr. FirzGeratp. One of the weaknesses in that whole area, with 
the exception of Japan, is the shortage of technically trained Asians. 
For example in Afghanistan, in the Helmand Valley, there is one 
trained civil engineer. These regional training centers would con- 
template helping to establish in agreed locations in the Far East—in 
Japan, in the Philippines, in India and other countries—where there 
are the beginning of facilities and where there is a reasonable degree 
of experience and competence in training, regional centers in agricul- 
ture, in agricultural development, in certain types of industry, and in 
vocational training in industry generally. 

There is a lot of interest in the Far East in these projects and every- 
body wants them. Japan would like to have regional training centers 
in Japan; the Indians would like to duplicate them; and the Philip- 
pines would like to have a third set. We want to agree with the Asians 
on where the best locations are for several types of training centers, and 
then help in the development of and use of these training centers. 

This is another instance where the significance of time is clear, I 
think, because obviously we would not want to help, say, the Philip- 
pines establish a large regional center at Los Banos, the agricultural 
college in the Philippines, unless we had prior assurance that other 
Asian contries would be willing to send their people to the University 
of Los Banos for training. So we have to get agreement in the area 
that if we establish a center at Los Banos the rest of the area will use it. 
It takes time to work out agreements of that kind where 6, 10 or a dozen 
countries are involved. , 

INDONESTA-CEYTLON 


Mr. Taner. Then you have Indonesia-Ceylon. What is that ? 

Mr. FirzGrrarp. The Indonesia-Ceylon programs are as follows: 

The Indonesian program is that $4.1 million bilateral program which 
I mentioned earlier. When the submission before you was prepared 
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it was expected that we would need to use $5 million of the Asian 
economic development fund for a bilateral program in Ceylon. Sub- 
sequent to its preparation, we were able to use the President’s emer 
gency fund to finance that program for Ceylon, so we were able to 
cancel out this particular program. I am sorry I ‘did not notice it was 
in here or I would have reported that correction earlier. 

Mr, Taser. Do you really think you need to have this program 
supplemented ? 

Mr. FrrzGeravp. I sincerely feel that we do. If I may call your 
attention to page 213, there are listed in very brief form 10 other 
projects which have been suggested but which we would not presently 
have the funds to finance, and without fur ther authorization from the 
Congress we would not feel justified in moving these projects along 
through the planning and engineering stages. Many of these projects 
we think are highly desirable regional proposals, We would like to be 
in a position duri ing the coming fiscal year to plan and engineer and 
begin further discussions with the countries, to get out survey teams 
as may be needed, and to work out the intercountry agreements, With- 
out further authorization we would have to put these in the hold file 
and delay them for a year, and we would very much dislike to see that 
delay take place. 

Mr. Taner. I guess that is all I have. 


OBLIGATIONS AND EXPENDITURES 


Mr. Fenron. How much of that fund will have been used by the 
end of this fiscal year ? 

Mr. FrrzGerartp. We expect to have $10 million obligated, and the 
expenditures will be a small portion of that, perhaps $1.5 ) million. The 
rest of the $100 million now appropriated will be unobligated. 

Mr. Fenron. You plan to use $40 million of it ? 

Mr. FrrzGeratp. We would plan during the next fiscal year, fiscal 
year 1957, to obligate all of the balance of the $90 million now appro- 
priated plus $35 million of the requested additional $100 million 
authorization. Very frankly, we would expect to have $65 million of 
our requested appropriation for next year unobligated at the end 
of next year, but it will be in the same kind of planning and engineer- 
ing stage, and we think we canot go forward with that until we have 
assurances of funds. 


LOANS BY PRIVATE INDUSTRY 


Mr, Fenton. In_your general narrative statement you mention 
money being loaned by private interests. How much has private in- 
dustry entered into this picture ? 

Mr. FrrzGeraxp. Projects Nos. 2 and 3 and possibly 5 will involve, 
we expect, private investment, either by the countries in which the par- 
ticular project will be loc ated or, from foreign countries. The others, 
the road projects, of course would not involve any private investment. 

In that connection, however, in one or two of these projects we are 

rather hopeful they can be combined with some loans from the Inter- 

national Bank for Reconstruction and Development and/or the pro- 
posed International Finance Corporation. We are trying, with these 
funds, to use them as an incentive that helps get these projects together 
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and pulls funds from private investors, and I think we will have some 
luck there. 
PROJECTS ON LOAN BASIS 


Mr. Fenton. Do you try to get all of these projects on a loan basis? 

Mr. FrrzGerap. Section 418 requires that not less than 50 percent 
shall be on a loan basis, and we believe that for most of these projects 
we can exceed that ratio. In the case of the nuclear research and 
training center, that is obviously going to have to be on a grant basis, 
but any iron ore development would be on a 100 percent loan basis. 

Mr. Fenton. What about No. 5? 

Mr. FirzGrratp. We now contemplate that most if not all of it 
will be on a loan basis if the project goes through. 

Mr. Fenton On No. 4, while that project is supposed to be of some 
assistance to us, do you think it might act in reverse? First of all, 
how far has this project gone ? 

Mr. FrrzGeravp. This project is being discussed in Katmandu and 
New Delhi now. We have accumulated all the information that is 
available on the existing road system and on the engineering surveys 
that have been made for road extensions, but it has not been completely 
engineered yet. 

Mr. Fenton. Off the record. 

( Discussion off the record. ) 

Mr. Fenton. That isall. 

Mr. Passman. You stated at least 50 percent of the projects as being 
on a loan basis. Do you have a liberal credit man? They are moral 
loans rather than collateral loans, are they not ? 

Mr. FirzGeratp. That is right but our credit man is far from 
liberal. 

Mr. Passman. Thank you very much. 

Mr. Secretary, we appreciate having had you before this committee. 
Off the record. 

(Discussion off the record.) 

Mr. Rozertrson. Mr. Chairman, on the record, I would like to say 
I know I can speak on behalf of all of my colleagues in expressing 
appreciation for the unfailing courtesy shown us in the 44% days we 
have been before your committee. 





WEpDNESDAY, JUNE 13, 1956. 


YUGOSLAVIA 


WITNESS 


HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Mr. Passman. We are glad to have the Honorable John Foster 
Dulles, Secretary of State, with us this morning. At the suggestion 
of Mr. Gary, formerly chairman of this committee, I have the Secre- 
tary to come back before the committee and discuss with us the requests 
for funds for Yugoslavia. 

Mr. Secretary, we will be glad to hear from you, either on or off the 
record. It will be left entirely up to you. 
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UNITED STATES POLICY TOWARD YUGOSLAVIA 


Secretary Duties. The United States policy toward Yugoslavia is 
basically a reflection of the general American policy of helping other 
nations to preserve their independence against outside pressures. 
After Yugoslavia refused to submit to a status subservient to the Soviet 
Union in 1948, it became clear that, unless it received outside help, 
Yugoslavia might be reincorporated by force or subversion into the 
Soviet orbit. 

The United States in succeeding years furnished the political sup- 
ee and the economic and military assistance necessary to ates 

‘ugoslavia with a posture of strength adequate to discourage aggres- 
sion against that country. This policy also succeeded in enhancing 
the security of Greece, Turkey and Italy; made possible a settlement 
of the Trieste dispute; brought Yugoslavia into numerous broad and 
fruitful contacts with the peoples and the institutions of free world 
countries, and resulted in a substantial amelioration of certain aspects 
of the Communist regime led by President Tito. 


SOVIET EFFORTS TO RENEW RELATIONSHIPS WITH YUGOSLAVIA 


For the past 2 years, the Soviet Union had led the states in its bloc 
in a vigorous drive to revive their once cordial relations with Yugo- 
slavia; to weaken Yugoslavian ties with Western countries, and to line 
Yugoslavia up to the extent possible with Soviet orbit policies and 
programs. The reception accorded Tito in Moscow represents the 
climax of this drive. The Yugoslav leaders have naturally been grati- 
fied to receive the apologies offered by Stalin’s successors, along with 
the concrete agreements for trade and economic aid made with Soviet 
orbit countries. They have welcomed Moscow’s recognition of Yugo- 
slavia’s version of communism and have also found a similarity be- 
tween their views and Moscow’s views on a number of international 
problems. It does not necessarily follow from this, however, that the 
Yugoslavs have become wholly oblivious to security factors and are 
ready to forget recent history. In fact, the Yugoslavs a _ to de- 
sire a foreign policy which would avoid the involvement of Yugoslavia 
in such external dangers as it lived through since 1948. This course 
was evident during President Tito’s recent visit to Paris. 

The United States Government will, of course, be closely watch- 
ing the results of this current trip to the Soviet Union and be guided 
accordingly. We are convinced that it continues to be in the inter- 
est. of the United States to be able to accord support to Yugoslavia 
if and as long as the Yugoslav Government continues, as at present, 
to seek the preservation of genuine national independence as its pri- 
mary goal. 

The United States has never sought to make Yugoslavia or any 
other country a satellite; but it does wish to insure that such coun- 
tries will not fall victim to the designs of the Soviet Union. 


VALUE OF YUGOSLAVIAN INDEPENDENCE 


The continuation of support of Yugoslavia, while Yugoslavia 
maintains its independent position and seeks to help itself, will help 
preserve independence in an area once wholly ruled by the Soviet 
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Union. It will set an example for other Eastern European countries 

which will see the type of friendly and fruitful relations which it is 

possible for independent governments to have with the United States. 
Mr. Passman. Thank you, Mr. Secretary. 


MARSHAL TITO’S VISIT TO RUSSIA 


I have received several newspaper clippings and this one, in partic- 
ular, came by airmail from Memphis, Tenn., captioned “Tito Is 
Back. Moscow Kills Fatted Calf. Molotov Sacrificed in His 
Honor.” By United Press. 

The article states: 

President Tito of Yugoslavia said today he is sure there will never again be a 


split among Communist countries such as occurred when he broke with the 
Kremlin in 1948. 


“The spirit of Lenin’s principles of collective leadership are such that I am 
sure there will never again be misunderstanding among the nations of the So- 
cialist camp,” he declared in a speech broadcast from Kievsky station. 

If that is a direct quote, of course, it is to some extent alarming. 

Secretary Duties. I would be glad to comment on what you have 
just read in the record. 

Mr. Passman. If you will, please. 


NATIONALIST FORM OF COMMUNISM 


Secretary Duties. Historically, there are two brands of commu- 
nism, one is that you could and should have communism for one 
country and that you did not have to follow the line which is com- 
monly known as international communism, which means that your 
effort is primarily devoted to the expanding of communism in the 
world and subjecting other countries to communism. The adherents 
of the single country theory were liquidated in Russia, but that has 
been the line primarily that President Tito has followed in his belief 
that you could have and should have a nationalist form of commu- 
nism, rather than what you might call the international form of com- 
munism. And he believes that so long as the Communist states prac- 
tice communism only domestically and in their own interest, then 
there is no reason why they cannot get along perfectly well together; 
but if a state adopts the Stalinist brand of Communism, which is pri- 
marily international in character and seeks to impose its views upon 
other countries, then that is intolerable. 

So I interpret the statement which Marshal Tito is quoted as having 
made as an indication that so long as the Soviets will keep their hands 
off of the internal affairs of Yugoslavia, then there is no reason why 
they cannot get along together. I may say I visited Marshal Tito 
last November at Brioni and had quite a talk with him at that time 
about his beliefs. And while I do not want to attribute to him the 
statement which I have just made, I would say my statements are, in 
part at least, based upon the personal talk I had and my appraisal of 
— Tito, and also upon what he said when he was in Paris re- 
cently. 

Mr. PassMAN. Thank you, Mr. Secretary. I wonder if his form of 
communism is any less ruthless than the other forms of communism 
when the chips are down? 
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Secretary Duties. From the internal domestic standpoint, there 
is much in the Tito brand of communism which is objectionable to us. 
As I pointed out in my opening statement, some of the rigors of com- 
munism in Yugoslavia have been mitigated; but I certainly would 
not want to seem to approve, in any way of communism in any form 
whatsoever as an acceptable or desirable form of government. And 
I do not believe that communism in any form is a desirable form of 
government. I do not think that the form of government in Yugo- 
slavia conforms to American ideals and American standards. But that 
same criticism can be made of some other governments with which 
we have friendly relations. Our primary concern is with the interna- 
tional aspect of a nation’s conduct, and I do not feel that Yugoslavia 
is pursuing an international policy which is in any sense hostile to 
the United States, although on many international policies it takes 
positions which do not accord with those of the United States. 


UNITED STATES AID TO YUGOSLAVIA 


Mr. Passman, Mr. Secretary, just one further statement, because 
it will not be the purpose of the committee to detain you any longer 
than necessary to clear up this matter. 

This quote is taken from an editorial which was in the Press Scimitar 
of Memphis, Tenn., and is supposed to be quoting Marshal Tito. I 
quote: 


Yugoslavia’s Marshal Tito, who is next on the list of Kremlin red-carpet 
visitors, suggested on the eve of his departure for Moscow that American aid 
henceforth should be in the form of long-term loans, rather than outright grants. 

Are you familiar with his feeling toward not accepting any further 
grants, but a preference for loans? 

Secretary Duties. We have indications along that line, and I may 
say that by far the greater part of any assistance given Yugoslavia 
is in the form of wheat and other agricultural surpluses. The prin- 


cipal assistance Yugoslavia has been given, at least in economic aid, 
has been in the form of sales for local currency under Public Law 
480, and grants and loans under the mutual security program for very 
considerable amounts of agricultural products, principally wheat, 
cotton, and lard. The local currency realized from the sale of farm 
products under Public Law 480 has, in large part, been turned over 
to Yugoslavia for development perpone, n addition, somewhat less 


than 20 percent has been turned over to the United States to defray 
our own expenses in Yugoslavia. And I would anticipate that our 
relationship would increasingly go on to a loan basis. But that does 
not apply to military assistance. 

Mr. eee But that is the greatest part of aid to Yugoslavia, is 
it not, Mr. Secretary ; it has been in military rather than in economic 
and technical assistance ? 

Secretary Duties. During the period when Yugoslavia was under 
very strong military pressure from the Soviet bloc countries, partic- 
ularly from its neighboring satellites, there was a very large amount of 
military aid given, but for the future, at least, I would anticipate that 
the principal assistance to Yugoslavia might be in agricultural prod- 
ucts for which we would be paid at least in local currency under the 
provisions of Public Law 480. 

' I would like to comment further on that off the record. 
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(Discussion held off the record.) 

Mr. Gary. It is true that although Tito has professed his friendship 
for Soviet Russia and the fact that their friendship could continue, in 
each instance he has based his remarks on the friendship agreement 
that was made last year, which recognizes the independence of Yugo- 
slavia. He has emphasized the fact that that agreement, recognizing 
their independence, has fostered better relations. His remarks about 
continuing relations appear to me to be based largely upon the fact 
that Russia has recognized the independence of Yugoslavia and will 
continue to do so. 

Is that true? 

Secretary Dutxes. I think that is correct, Mr. Gary. 

Mr. Gary. Are you agreeable to the provision that was placed in the 
Mutual Security Act by the House dealing with Yugoslavia ? 

Secretary Duties. You mean the amendment which says no as- 
sistance shall be given unless the President finds, and so forth ? 

Mr. Gary. Yes. 

Secretary Duties. That is acceptable to the Department of State 
and indeed I think it is a constructive provision in the law and does 
put up a useful warning flag. 

Mr. Passman. Unless the members of the committee would like to 
ask questions at this point, the Secretary desires to make a statement 
off the record now and then open the matter up for questions and, in 
that way, there will only be one round of questions. 

Mr. Hanp. If agreeable to the Secretary and the committee, I won- 
der if we could be furnished with an exact copy of the statement re- 
ported in the press to have been made by Marshal Tito in Moscow? 
T have read what purports to be a correct transcript of his speech in 
the press, but I am not sure it is. I wonder if we could have a copy of 
his speech for the use of the committee—not necessarily now, but if it 
could be supplied. 

Secretary Dues. I believe it can be supplied. 

Mr. Gary. You mean just for the use of the committee ? 

Mr. Passman. Yes. 

(Discussion held off the record.) 


LOANS TO YUGOSLAVIA 


Mr. Passman. Mr. Secretary, prior to the request for fiscal 1957, 
allotments for Yugoslavia were over $1 billion, and only $15 million 
has beeninloans. Therefore, on a percentage basis, less than 2 percent 
of the total consolidated program has been in loans. 

Secretary Duties. Does that cover Public Law 480? 

Mr. Passman. Yes, according to the information given us. 

Mr. Lannam. Off the record. 

(Discussion held off the record.) 


AID THROUGH OPERATIONS OF PUBLIC LAW 480 


Mr. Passman. To have the record clear, Public Law 480 is not 
directly involved in this bill. It is handled through the Department 
of Agriculture, whereby surplus agricultural commodities are bartered 
or sold for local currency. I certainly would like the record to indicate 
that when I read into the record the amount that had been approved 
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by this committee, I was giving figures I accepted as accurate, because 
they were taken from records furnished to us by witnesses appearing 
before the committee. Public Law 480 has no relationship to this com- 
mittee ; therefore, those figures were not included. Neither will they be 
included unless some member wishes to insert them, because they are 
of no concern of this committee. 

Secretary Duties. May I also say that I had no thought of making 
any statement which was in any way inconsistent with the figures you 
had given, or that they were not accurate. 

When I spoke of the fact of economic assistance being largely in 
terms of loans, it was because of my belief that in the future economic 
assistance to Yugoslavia will in large part take the form of an opera- 
tion under Public Law 480, rather than under the mutual security law, 
where we only ask for a relatively small amount. And that has already 
been cut in effect by the authorizmg committee. While we think that 
is already too low, it is still a relatively small amount. 

Mr. Passman. If Marshal Tito should insist upon completing the 
military part of the program on a loan basis, rather than a grant basis, 
are We In a position to enter into negotiations with him ? 

Secretary Duties. Certainly. 


VISIT OF GENERAL TWINING TO RUSSIA 


Mr. Narcuer. Mr. Secretary, the people in this country generally 
were of the opinion that the Conference at Geneva probably would not 
accomplish too much and that President Eisenhower felt that way, but 
it was in order to make the effort. Should we enter into this new ring 
around the rosy with Russia ? 

I have in mind especially sending General Twining to Russia, at the 
present time, and the proposal to send the Joint Chiefs of Staff. 
Should we enter into this game they are now playing for the benefit 
of their own people, or just what should our position be ? 

Secretary Duxizs. I believe our position in this respect, as in other 
aspects of foreign policy, should be to promote the interests of the 
United States. I think that is the criterion by which any government 
should properly judge its foreign policy and external activities. I 
do not interpret that as self-interest in a narrow sense, but govern- 
ments are set up to serve their own people and their own nation. 

Now on the question of the visit by General Twining, that was care- 
fully considered by the various branches of the Government con- 
cerned and it was the conclusion that it might serve the interests of 
the United States at least to see what could be usefully learned from 
such a visit and to see whether such a visit would perhaps promote 
to some degree the opening up of the two countries, such as President 
Eisenhower suggested in his open-sky proposal, and tend to allay the 
~~ of a sudden surprise attack which might come from the Soviet 

nion. 

We do not know what Twining is going to see. You will note from 
the statement issued by the President day before yesterday, I think it 
was, in relation to the possible visits of others, it was indicated in that 
statement that whether or not this kind of thing would be proceeded 
with would depend a good deal upon what the actual results were of 
the Twining visit. That is being engaged in on a tentative and experi- 
mental basis. 





676 


_Mr. Natcuer. Am I wrong in this conclusion that with few excep- 
tions since the death of Stalin every move that these men have made 
was made from the standpoint of local consumption within the borders 
of the Soviet Union? All of their visits, this change in their attitude 
concerning the rest of the world, is it not a matter of survival as far 
as 3 or 4 men are concerned ? 

If that is true, why should we play a game with them ? 

Secretary Duties. We should be very cautious in how far we go 
and should weigh all the factors that you have in mind. I pointed 
out the fact that the Government not only of this country but the 
government of every country is set up to serve the interests of that 
country. That does not necessarily prove that any agreement on any 
subject with any other government is against our own interests. There 
are times when what another government does for its interests may 
also serve our interests. It is from that standpoint that these matters 
are weighed and need to be weighed with care. They have their own 
purposes to serve and we have our own purposes to serve. 

Above all our purpose is to try to promote peace on the basis of 
justice. The President has been extremely anxious to bring about a 
condition where there would be less risk of a sudden overwhelming 
attack and where there would be access to facts and information which 
would make it less likely that such attack would occur, and if an ex- 
ery mission of this sort helps to guide us in seeking that result, 

believe that it is wise under prudent caution to follow in that way. 

The statement which was made day before yesterday makes it, I 
think, quite clear that we are not just plunging headlong and blindly 
into these things, we weigh each very carefully and arrive at what we 
think is the conclusion which best serves the interests of the United 
States in peace. 

ORIGIN OF GENEVA CONFERENCE 


Mr. Narcuer. Mr. Secretary, would you say that Russia originated 
the idea of the Geneva Conference and did more to bring this Confer- 
ence about than any other country. Not necessarily at the point where 
it was held but the conference that was held at Geneva? 

Secretary Dutxes. It would be hard to appraise that accurately, but 
I would say that there were very strong pressures for that Conference 
within the United Kingdom and France. 

Mr. Narcuer. Mr. Secretary, will you agree that nothing was accom- 
plished at that Conference? 

Secretary Duties. No; I will not agree to that. 

Mr. Natcuer. If they decide to have other conferences should we 
participate ? ; ; ft 

Secretary Duties. I would consider each on its merits from the 
standpoint of whether or not I thought it would serve the United 
States interests. I would not want to say in advance that there could 
not advantageously be any other conference at any time. That would 
go too far. 

Mr. Natcruer. Thank you Mr. Secretary. 


RUSSIAN AID TO YUGOSLAVIA 


Mr. Denton. Do you have any evidence that Russia or any of her 
satellites have given any military or economic aid to Yugoslavia since 
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Tito’s break with Stalin or that there are any plans or arrangements 
made for that kind of aid? 

Secretary Duties. Yes, as I recall there have been about $289 
million of credits of an economic character which have been extended 
by the Soviet Union or other satellites to Yugoslavia. 

Mr. Denton. Is that recent? 

Secretary Duties. All of it in the last year. 

Mr. Denton. Are we in a position where Tito is sort of playing us 
against the Soviet Union and its satellites and trying to get each 
bidding against the other and not being put in that position ? 

Secretary Duties. I think probably he is glad to get as much help 
as he can from any quarter so long as that does not, in his opinion, im- 

air the independence of Yugoslavia which I am convinced he is 
anatically dedicated to. After all he took very great risks and went 
through great peril. It would have been hard to get a life insurance 
policy on Marshal Tito in 1948. Very few people thought that he 
would survive. He took very great risks, ded his own life, and I 
believe he has a passionate dedication to the independence of Yugo- 
slavia, and I think he is willing to take help wherever he can get it so 
long as it does not jeopardize that. 

Mr. Denton. I do not think I am making myself clear. What I 
mean is in effect he states to Russia and her satellites “If you do not 
give me the aid, the United States and the free world will,” and he says 
to us “If you do not give us aid, I will get it from Russia.” Is he play- 
ing that kind of game? 

Secretary Duties. No; he is certainly not playing that kind of a 
game with us. 


POSSIBLE TERMINATION OF MUTUAL SECURITY PROGRAM 


Mr. Denton. Do you see any relief in sight from these heavy ex- 
penditures going on over the years in this foreign relief program ? 

Secretary Duties. I spoke about that in the talk which I made at 
Ames, Iowa, last Saturday, a talk which was inspired by a meeting 
I had with this committee a few days before, and the last passage of 
that talk expresses as well as I can my views in that respect. Perhaps 
you would permit me at this point to summarize what I said in the 
last paragraph of that speech. 

The substance of it was that I felt that as long as the peril con- 
tinued you would have to take adequate steps to meet the peril; that 
there are forces at work within the Soviet Union which, if they con- 
tinue on, may produce a diminution of that peril. I frankly do not 
think that that result will be achieved, as I said in that speech, next 
vear or the year after. But we can see tangible evidence of forces 
which could diminish the peril and consequently diminish the need 
of expenses on our part to meet the peril. But it would be reckless to 
say, as I then pointed out, that as long as the Soviet Union is spending 
approximately 20 percent of its gross national production on policies 
that are primarily hostile to us that we should cut down materially 
on efforts which we believe are needed to meet that peril. 

There are constant adjustments that are required. You have the 
question of balance between military and nonmilitary aid. You have 
the question of balance between our strategic power and the local 
forces of our allies. All of those things are being constantly studied, 
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adjustments are being made. You might conceivably take something 
off our mutual security program and add something to our defense 
budget or vice versa. But broadly speaking I would think we would 
probably have to continue along this route, this general order of mag- 
nitude, for the next few years. 

Mr. Denton. Of course, we deal with appropriations here. 

Secretary Duties. Yes. 

Mr. Denton. Heretofore these appropriations have been more or 
less on, should I say, on an emergency appropriation basis, but if they 
are going to be on a permanent basis, is there not something we can do 
to put these on a more current basis / 

What concerns me and most members of the committee is this large 
carryover. I realize there has to be some money in the pipeline but 
this is altogether too much. If it is to be a permanent expenditure, 
is there anything we can do to put it on a permanent basis rather than 
the carryover ? 

Secretary Duties. The pipeline particularly affects the military 
aspect of the program. The economic is pretty much on a current basis. 

r. Denton. Some of it runs back 2 and 3 years on economic. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Denton. That is all. 


INDUSTRIAL PROGRESS OF YUGOSLAVIA 


Mr. Taser. I am wondering to what extent Yugoslavia has pro- 
gressed industrially in the last 5 years since we began to make grants 
and loans to her. 

Secretary Duties. You are addressing yourself primarily to its in- 
ternal administration ? 

Mr. Taser. Yes; industrial capacity, its agricultural capacity, and 
condition. We are given tables here that indicate a considerable in- 
crease in gross national product but there is nothing that would give 
anybody any great key to it. Would you have any information along 
that line? 

Secretary Duties. Only of a very general character, Mr. Taber. I 
would say that it has made considerable progress, I do not think it has 
made as much progress as it would have made had it been on a free 
<< basis. But there has been a very substantial improvement 
I believe. 

Mr. Taser. I was wondering if they were at the point where they 
were presently self-sufficient. They have quite a population. 

Secretary Duties. We are planning, as you know, a relatively small 
economic assistance under the mutual security program and that prob- 
ably would be largely in the form of a loan. 

Where they are particularly weak is in grains and that is an opera- 
tion which is conducted under Public Law 480, and the Department of 
Agriculture, as was pointed out, operates that one primarily. We do 
believe there are some operations under Public Law 480 which are of 
mutual advantage both to us in terms of disposal of surplus agricul- 
tural products and also to Yugoslavia. I would think that would be 
the principal medium of economic assistance and that involves, as you 
know, payment in the form of local currency. 

. Mr. Taper. Have they made considerable progress in developing 
factories or that sort of thing for the production of armaments? 
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Secretary Duxzes. I understand they have built up a small military 
industry without much outside help. Could we go off the record ? 

Mr. Taper. Yes. 

( Discussion off the record.) 

Mr. Taser. What about their living conditions? Are they in fairly 
good shape that way ? 

Secretary Dutixs. There is no emergency problem except for their 
shortages of grains—— 

Mr. Taser. Did they not use to be an exporting country ? 

Secretary Dunies. I think certain portions of it exported grain. 
Yugoslavia is a composite of several states of different economic con- 
ditions. I think in certain portions of it they have exportable sur- 
pluses. I doubt whether the whole area had an export surplus except 
possibly in terms of corn. Perhaps corn was a surplus that could be 
available. There has been a lot of difficulty as you know in all the 
Communist countries over the application of collectivism to farming. 
There has been a more liberal policy in Yugoslavia in that respect 
than in the Soviet Union, though there are some signs they may change 
in the Soviet Union. But the Communist collectivist system does 
not seem to be particularly conducive to initiative and industry in the 
agricultural field although, as I say, there has been a more liberal at- 
titude toward that in Yugoslavia than in other countries. I would 
say the living conditions are reasonably good by East European stand- 
ards, though low by West European standards. 

Mr. Taper. Have we been sending them considerable wheat ? 

Secretary Duties. Yes; under Public Law 480. 

Mr. Taser. I noted on the index on production the prewar figure is 
100, the 1954-55 figure is 101, and the average is not running any better 
than a hundred I would not think from the looks of it. Their in- 
dustrial production seems, since 1950, to have gone up to about 135 
on the index. That seems to indicate that they are getting some kind 
of industry and I was wondering this: Do they have any mining of any 
account ? 

Secretary Duties. They have a copper mine, but not a very rich 
one, some bauxite deposits and some other metals. 

( Discussion off the record.) 

Mr. Fenton. Thank you. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Forp. Mr. Secretary, I have been very impressed with the pro- 
gram and policies you set forth here today. 

(Discussion off the record. ) 

Mr. Forp. Thank you very much. 


AID TO YUGOSLAV AIR FORCE 


Mr. Hanp. Mr. Secretary, in response to Dr. Fenton’s questions you 
have answered a part of one of the questions I had in mind, but you 
might amplify it just a bit. a 

To what extent in both quantity and quality are we building up the 
Yugoslav Air Force and what other sources do they have either in- 
ternally or from any other country to build up their air force? Iam 
one of these prejudiced characters not too concerned about infantry 
divisions, but I am concerned about the air force. What does it look 
like in Yugoslavia ? 
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Secretary Duties. Off the record. 
(Discussion off the record.) 


CHANGE EN SOVIET POLICIES 


Mr. Hanp. Unlike my friend Mr. Natcher, with whom I often agree, 
T am of the opinion from whatever evidence is available to me that 
there has been a real change in the policy and direction of the Rus- 
sian Government both externally ond internally, not proceeding nec- 
essarily from a change of heart but from a change of mind and 
thinking. 

Do you have any comment to make on that ? 

Secretary Duties. I think there is ample evidence that there are 
forces at work within the Soviet Union which are compelling the 
Soviet rules to seem at least to adjust their policies to meet the de- 
mands of the Russian people for greater personal security, for greater 
enjoyment themselves of the fruits of their labor, greater freedom of 
thought and expression. I believe in part that comes from the fact 
that the Soviet program for industrialization has required a much 
higher degree of education among many more people than used to be 
the case, and as people become more highly educated their minds work 
more actively. You cannot train a mind into a good mind to work 
on certain problems of higher mathematics and be sure that that mind 
will not also be thinking about some other things. 

I believe that there is a transformation that is in process and I 
believe that is in very considerable part due to our past policies 
which have deprived the Soviet rulers of getting successes out of 
their old policies. 

Nothing maintains the success of a regime more than external vic- 
tories and nothing weakens its prestige so much as failure to get those 
victories, particularly if the people are forced to sacrifice greatly in 
the hope of getting those victories. They have not been getting those 
victories and the people have had to sacrifice very much and I believe 
if we can hold fast to policies which will deny them those victories, 
that the forces in Russia working for a change will make themselves 
more and more felt and that there will be an inevitability almost and 
an irresistible character about this movement. We always have faith 
that man’s aspiration for freedom will ultimately prevail but today 
I think we can rest our judgment on more than faith. We can rest 
it upon tangible evidences which are appearing here and there which 
indicate the possibilities of a change. 

It would be a disaster in my opinion to assume that that change 
has already occurred to such a degree that we can drop our own efforts. 
T think it is incipient still and not irresistible yet. Therefore I think 
we need to carry on. I think we can carry on very hopefully. 

Mr. Hann. Thank you. 

(Discussion off the record.) 


VISIT OF GENERAL TWINING TO MOSCOW 


Mr. Gary. Mr. Secretary, you referred a few moments ago to the 
President’s decision announced yesterday with reference to the visit 
of certain Air Force officers to Moscow. Would you state briefly 
on the record just what that decision was? 
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Secretary Duties. You can get it more exactly from the press 
than from my recollection of it Coaaiel it was given out in consider- 
able detail by Mr. Hagerty, but the essence of it is that the sugges- 
tion that the other members of the Joint Chiefs of Staff should now 
go to Moscow was not acceptable; that whether or not at a future date 
any of the other members of the Joint Chiefs of Staff should go would 
have to be judged in the light, first, of how much usefulness came out 
of the visit of General Twining and how much would be made avail- 
able for their inspection, and so on, if they should go. 

Mr. Gary. Have the other members of the Joint Chiefs of Staff 
been invited ? 

Secretary Duties. The Soviet Union said they would invite them 
if the invitation would be accepted. 

Mr. Gary. But they have not extended a formal invitation ? 

Secretary Duties. They have not extended a formal invitation 
and it probably will not be extended because we have indicated it 
would not be accepted. 

Mr. Gary. A formal invitation has been extended to General 
Twining? 

Secretary Duties. Yes. 

Mr. Gary. And he will go? 

Secretary Duties. That is right. 

Mr. Gary. But the acceptance of any further invitations will de- 
pend on the success of General Twining’s visit ? 

Secretary Duties. Yes. If it seems that General Twining is given 
access to information which is useful and valuable and that his visit 
perhaps might lead to a continuing exchange, if it looks as if it would 
be profitable in that way, then consideration would be given to a fur- 
ther exchange. 

Mr. Frernanvez. In other words, if they can see only the window 
dressing, the others will not go? 

Secretary Duties. That is right. 

Mr. Passman. Thank you, Mr. Secretary. 

Off the record. 

(Discussion off the record.) 

Mr. Gary. Mr. Chairman, may I say this. I suggested that the 
Secretary be requested to appear before the committee again to dis- 
cuss the Yugoslavia situation. That was before the action taken by 
the House with respect to Yugoslavia in the Mutual Security Act. 
I supported the action taken by the House, and T think that is entirely 
satisfactorily. : oe 

Mr. Passman. I might say I voted against the authorizing legis- 
lation. 
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Regional schedule—Comparative summary of programs by functions 


{In thousands of dollars] 











Program 
Function } 
Fiscal year Fiscal year Proposed 
1950-56 1956 fiscal year 
1957 
EE CID ois. ices cg babe cadets sede nbynees oueeeenaete $131, 741 $8, 833 $35, 546 
Fiscal year 
1955 
ae eee ee ee $18, 207 44, 700 27, 000 
Technical cooperation !_._...........-.--- npn caanawae 28, 812 29, 076 33, 850 
I on ss cannnancwndecentaechcn amen xx 82, 609 96, 396 
MSP sales surplus agricultural commodities: 
a IN I ae ea i ae nine emneie 2,117 18, 500 14, 700 
2. Sales proceeds programed in this area (dollar equiva- 
lent): Development assistance _-_...-........-------- 2,117 18, 500 14, 700 





| Includes Organization of American States program, 
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Regional distribution of fiscal year 1957 program, by function and country 














{In thousands of dollars] 
Country Military | Development| Technical Total 
assistance assistance | cooperation 

ee co5 sh Fe lh. MEAL ORK cE we btduick dent use sapenwduna $50 $50 
Belivia Sa a a ere a ae RM ee alas xx 3, 195 xx 
DANE 0:5 dic a icBickineeecinn tiomicaiamnnns ni 054 Leovdigeid eal inthe 4, 739 po 4 
Chen nas raresancunensasnanasckatnves> denna a  smlanceawnieedh 2, 521 XxX 
COMMA. 2. ccd ctisededsstia ce cdensdaliselcces me | ace oeeaees 1, 536 xx 
CORR BIRR cis nicecniinasegie nbs 6 Seed ead teense s+ nggagtoncaleeounecddsinse 1, 026 1, 026 
CO i nei an Eile ideal inaliaeindiial et i aaa 690 xx 
Dominican Republic... -.........-.....----.---- ceo 330 box 4 
WOO go onda cold cee Ss ansete iesiiisd mae TORR Aan dd 1, 993 xx 
Te ocr csc hide de sds cath en etinn estaba ssa ineied> bieinetecen sos 1, 005 1, 005 
Cet: ocavcsanteshenahnsbinaceaansinens xX xx 1, 730 XxX 
SRR re nee ee eee ene S27 ae eee ee 1, 152 yw 4 
I ais ch dh dace icwddessGutbediassceunesd meee «6° Ee sekebccore 1, 290 xx 
On I a eee re ee ee Gap mtr fener oreo 1, ie xx” 185 
Ect thd adtntdinnn a ncibnibin nana a ae al 1 a 
I C22), cen Seka dante ea eab eee biaeinkeant tense een Lepore smanndiae 1, 195 1, 195 
ee Wi eats a Bika doch eb jiddtadila Secddesnccactetussecucwndee 1, 684 1, 684 
Bag are etree: sitet or ff “| 
Ce eee 7 
Va See 2 Ree abe cede ctotca ce dnquceaseokcnsy ccckenucasléeccasecoseess 225 225 
Ove onic cael dec Se Ania ss tes ida pause ares iwd 812 812 
Regional and undistributed --_...............-- xX XxX 1, 458 xx 

ara oie 2th aa $35, 546 $27, 000 32, 350 94, 896 
Organization of American States (OAS)--...-..|...-..--- iteca Deedee , 500 1, 500 

fat ta tattle lel ites 35, 546 27, 000 33, 850 96, 396 


XX—Denotes that assistance is contemplated but figures have been deleted for classification purposes. 


Mr. PassMan. The committee will come to order. 

The next item will be Latin America. We have with us the Honora- 
ble Henry F. Holland, Assistant Secretary of State for Inter-Ameri- 
‘an Affairs; the Honorable E. Perkins McGuire, Deputy Assistant 
Secretary of Defense, International Security Affairs; the Honorable 
Rollin 8. Atwood, regional director, Office of Latin American Opera- 
tions, International Cooperation Administration, and other witnesses. 

Mr. Secretary, do you have a statement you wish to make at this 
time? 

STATEMENT OF AssISTANT SECRETARY OF STATE FOR INTER-AMERICAN 
AFFAIRS 


Mr. Houianp. Yes, sir. If I may, I should like to put the written 
statement in the record and make an oral statement. 

Mr. Passman. Without objection, the prepared statement will be 
inserted in the record at this point, and you may proceed with your 
oral statement. 

(The statement submitted is as follows:) 


STATEMENT By HeNry F’. HOLLAND, ASSISTANT SECRETARY OF STATE FOR INTER- 
AMERICAN AFFAIRS 


I appreciate this opportunity to appear before the subcommittee of the Com- 
mittee on Appropriations to support the request for mutual security appropria- 
tions for the fiscal year 1957. ’ 

As the committee is aware from previous presentations that have been made, 
the mutual security program for Latin America, as contemplated for the next 
fiseal year, falls into four categories: 

The first is bilateral technical cooperation, for which the proposed appropria- 
tion is $32,350,000. 

The next is the multilateral technical cooperation program of the Organiza- 
tion of American States, for which the proposed appropriation is $1,500,000. 








684 


The third category is for development assistance, for which we propose $27 
million. 

The fourth is for the mutual defense assistance program in Latin America, 
for which a proposed appropriation of $35,546,000 is requested. 

Before discussing briefly the policy reasons why the Department of State sup- 
ports these requests, I believe a brief mention should be made of the basic 
objectives of United States foreign policy, the realization of which are aided 
by the mutual security program. 

The basic objective of United States foreign policy in the economic field for 
this hemisphere is to make an effective and constructive contribution to the 
efforts of local governments to establish the strongest and sturdiest economy 
possible. The security and well-being of our people in the United States require 
that we be surrounded in this hemisphere by strong, prosperous partners. There- 
fore, it is in our interest to make an effective, sustained, and constructive con- 
tribution to the efforts of our sister Republics. Justification of this contribution 
by the United States does not have to depend on humanitarian considerations, 
although they are certainly present. Our contribution can be fully justified on 
the basis of our own self-interest. 

What form should United States efforts to help Latin American economies 
take? The other governments have told us that they do not want grant assist- 
ance from the United States except in cases of temporary emergency which they 
cannot meet with their own resources. This attitude reflects a praiseworthy 
sturdiness of spirit. It demonstrates, too, a realistic undertaking of what is 
the most effective United States contribution to sound, durable economic progress 
in this hemisphere. Whatis that? It is dangerous to generalize about 20 nations 
which are as widely different among themselves as are our sister Republics. 
Nevertheless, there are three contributions that the United States can make and 
which will contribute enormously to economic development throughout the hemi- 
sphere. Just how important each of these contributions is in a particular coun- 
try depends on local conditions there. 

The United States is Latin America’s principal trading partner, and as a 
region it is ours. Our trading policies mean more to Latin American progress 
than any other economic policy or program that the United States can adopt. 
Each year $3.5 billion of cash and credit move from the United States into 
Latin America in payment for their exports to us. The principal, basic economic 
help that they want from the United States is protection of this great inter- 
American commerce, protection against the understandable efforts of our own 
domestic interested sectors who would cut off or reduce Latin America’s access 
to our markets by limiting quotas, increased tariffs, or other restrictive devices. 
It is in our own selfish interest to follow a liberal trading policy, for the dollars 
that Latin America earns by selling in our markets come right back to us in pay- 
ment for our own exports to them. We should do our utmost to protect existing 
levels of inter-American trade, and we should make a strong, sustained, and 
imaginative effort to increase that trade. 

The next type of economic assistance that Latin America wants from the 
United States is development capital; not capital in the form of grant aid or 
soft loans, but capital in the form of private investment and sound, long-term 
official loans. The Congress and the executive branch have cooperated in estab- 
lishing and implementing a generous and constructive policy on the supply of 
capital. There is nothing that the United States can do that will cause our own 
investors or those of another country to risk their capital and energy in new 
businesses and sources of employment if local conditions are not the kind that 
give confidence to the private investor. However, as you know, we have adopted 
certain measures and we are recommending others to give our investors greater 
incentive to go to areas where local conditions are attractive and where there is 
no discrimination against them. 

In the field of public loans we have, as you know, gone beyond saying that 
public credits up to some stated amount will be available. Instead, we have told 
the peoples of Latin America that we shall do our utmost through the Export- 
Import Bank to satisfy every application for a sound developmental loan where 
capital is not available from private sources or the International Bank. The 
new credits authorized by the Export-Import Bank increased over 500 percent 
when this policy was adopted. Even so, the funds available for loan still sub- 
stantially exceed the aggregate of all pending Latin American applications. 

Finally, the Latin Americans recognize the importance of technical knowledge 
and experience. They know that no amount of capital, no amount of equipment, 
no amount of raw materials, will replace the human factor or sustain a strong, 
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expanding economy for long without trained local personnel. The answer is 
not for us to export technicians. We could not supply the number needed or 
that could be gainfully employed in this hemisphere because the demand is too 
heavy. In any case, a sound stable, and expanding economy must be based on 
the people of the country—their own technicians, their own investors, and their 
own enterprise. Consequently, we attach great importance in Latin America 
to sharing our combined technical knowledge and spreading it, either bilaterally 
or multilaterally. 

As the committee is aware, our objective under the bilateral program is to try, 
in those cases where the other countries request it and offer to pay their share of 
the cost, to make a contribution in the field of technical assistance by demon- 
strating how by the use of improved techniques the Latin American countries can 
better utilize their own existing and available human and natural resources. 
The request for $32,350,000 compares with an operational level of $27,876,000 in 
fiscal year 1956. I believe that this increase is desirable. An appropriation of 
this amount will permit us to participate in programs which meet the standards 
that we have established for our participation. The benefits to the United States 
in terms of economic progress in the hemisphere, in terms of increased trade and 
in terms of the spirit of partnership that these programs produce fully justify 
the cost of our Government. 

The purpose of the multilateral program of the Organization of American 
States is to train, at centers in Latin America, specialists from all the American 
Republics, who are then expected to return to their own countries and put to use 
the training they have received as well as impart it to others in their homeland. 
The program consists entirely of regional projects for the benefit of all. There 
are seven such projects now operating and there is no duplication with the other 
programs of the United Nations or our own bilateral efforts. On the contrary, 
they complement each other. 

Apart from the economic benefits to be derived from this program, there is an 
important byproduct. In this multilateral program, the 21 American Republics 
are finding still another opportunity for all of them to cooperate; it is accustom- 
ing the peoples of the Americas to work together for common goals; it breeds 
understanding and unity of purpose. 

I fully support the request for $1.5 million as our contribution for the 1957 
technical cooperation program of the Organization of American States. We 
propose again to limit our pledge to 70 percent of the total contributed by all 
participating governments. Our offer last year, which was in the same amount 
as we are now asking, was not fully used. I am sure, however, that the advan- 
tages to be derived from this program are becoming clear to our sister republics. 
I therefore feel it important that the appropriation remain at this figure. It 
may prove an incentive to Latin American countries to raise their contributions 
and will serve as an example of the importance we attach to the program. 

We now come to “Development assistance.” Latin American leaders want 
United States participation in the economic development of their countries to be 
the kind that can be relied on to continue year after year. They want long-term 
United States participation that can be expected not to fluctuate up and down 
through the years, the kind that can be made the basis of their own long-term 
development planning. This, I believe, is the reason that they prefer assurance 
of generous United States trading policies, assurance of encouragement to pri- 
vate investors and of generous Government loans, assurance of strengthened 
technical assistance. If in good faith we follow these policies Latin America 
wants no grant aid from us save in cases of temporary emergency. 

Such is the nature of the help we are extending to Bolivia, Guatemala, and 
Haiti at the present time and are proposing to continue in fiscal year 1957 in the 
case of Bolivia and Guatemala. 

Our request for development assistance for fiscal year 1957 has been reduced 
to $27 million. 

The budget request for the mutual defense assistance program for Latin Amer- 
ica for fiscal year 1957 is $35,546,000. 

We have military assistance agreements with 12 of the Latin American coun- 
tries: Brazil, Chile, Colombia, Cuba, the Dominican Republic, Ecuador, Guate- 
mala, Haiti, Honduras, Nicaragua, Peru, and Uruguay. Through the mutual 
defense assistance program we are helping those 12 countries to develop units 
which will be used to perform missions important to the defense of the hemis- 
phere, in case of war or other grave emergency. The program also promotes 
closer military cooperation between the United States and those countries and 
contributes to the mutually beneficial ties between them and ourselves. 
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Our military assistance agreements with Latin American countries come within 
the framework of the Inter-American Treaty of Reciprocal Assistance and pro- 
mote the objective, enunciated in a resolution of the fourth meeting of consulta- 
tion of ministers of foreign affairs, of orienting the military preparations of the 
American Republics toward the common defense of the hemisphere. 

The Department of State supports the budget request for the mutual defense 
assistance program for Latin America. 


BACKGROUND OF PROGRAM 


Mr. Hortanp. I think what we are trying to accomplish through 
this program will be more clear in the minds of the committee if I 
might talk a little bit about the background of which it is a part. 

Very briefly, it is this: The basic objective of our foreign policy in 
the economic field for this hemisphere is to try to make a really etfec- 
tive contribution to the efforts of the other countries to establish in 
their territories the strongest possible national economy. We feel it is 
very much in the interest of our people in the United States that we 
have to the north and to the south of us in this hemisphere neighbors 
who have strong, stable, self-reliant economies. That is an objective 
that is in our interests and in their interests as well. 

I believe the following is a fair summary of what the Latin Ameri- 
can Governments and peoples want from us in the economic field : 

First, they have alk and I think it reflects very favorably on their 


sturdiness of spirit—that they do not want grant programs from the 
United States. They would rather rely on dollars that are more or 
less self-generated. They want us to protect inter-American trade. 
They get $3.5 billion a year in trade, and it is important that they 
retain access to the markets that produce that income. 


Next they want us to help them attract private dollar investments in 
Latin America. Our dollar investments in Latin America are about 
$6.25 billion and they are increasing at the rate of about $400 million a 
year. They want to preserve that and increase it. 

They want to preserve their access to various sources of sound dollar 
loans which amounted to $284 million in the last fiscal year from the 
Export-Import Bank alone. 

And lastly, they want us to help them develop dollar-earning indus- 
tries, as, for example, the tourist industry which last year alone 
produced for Latin America over $380 million. 

From all of these sources, unassociated with Government dollars 
save for the sound loans from the Export-Import Bank, Latin 
America has in the last few years received more dollars of income 
from the United States than any other area of the world. I am speak- 
ing of dollar income other than military. That isa fine position. In 
the last few years Latin America has received over $14 billion from the 
United States. Our interests require that we try to help them pre- 
serve that position in the world and that advantage in the field of 
economic development. 

Getting specifically to what we are here to talk to you about, they 
know and we know that economic development is as dependent on 
technical knowledge and trained people as it is on capital, as it is on 
raw materials, and anything else. They realize that as much as on any 
other factor their development depends on access to the accumulated 
fund of technical Kaname and experience that exists in this hemi- 
sphere. We cannot furnish that by exporting technicians, for several 
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reasons. First, we do not have that many technicians, and, second, 
when we think of progress there we think of progress based upon their 
people, so it is for their interest and ours to make their people prepared 
to discharge the functions needed for economic development. 

Where does that lead us? It leads us into 2 of the 3 brackets we 
will discuss today. 










BILATERAL PROGRAM 







First there is the bilateral program for which we are asking 
$32,350,000 next year in Latin America. These are programs of the 
other governments. Each one is a program which the other govern- 
ment has established to train individuals, to spread technical knowl- 
edge, and where they have asked us to participate with them and where 
they have indicated their willingness to pay their fair share. That 
figure pretty well represents the amount of this kind of assistance they 
want from us during the coming year. 











MULTILATERAL PROGRAM 






The next type of assistance program is what we call the multilateral 
assistance program. Those are programs undertaken not bilaterally 
between the United States and other governments, but undertaken 
through the Organization of American States, where all the nations 
participate in setting up the program. That is a different kind of 
program. It does not overlap in its functions with the bilateral 
program. It operates seven different centers where Latin American 
technicians are trained who can then go back to their own country 
and utilize this training they have gotten at one of these seven cen- 
ters. I cannot tell you the importance that I attach to that kind of 
program where all of the countries cooperate in producing and spread- 
ing technical knowledge instead of just a bilateral effort between us 
and another country. For that we ask $1.5 million. 














DEVELOPMENT ASSISTANCE 





Now, the third bracket of our technical and development assistance 
is that category known as development assistance, and which com- 
prises grant ad. 

I have told you that the governments of Latin America, to their 
great and lasting credit, have taken the position they want to stand 
on their own feet and do not want grant aid from us except to help 
them meet emergencies which they cannot meet with their own re- 
sources. We have had in the past such temporary emergency pro- 
grams in three countries: Bolivia, Guatemala, and Haiti. We feel the 
a RPEGT has passed in Haiti and funds are not needed for next 
year, but to meet the needs of the two programs remaining, and other 
emergencies, we are asking $27 million. 













MILITARY ASSISTANCE 


That leads me to the last category of the budget that is being sub- 
mitted to you today, and that is the mutual defense assistance pro- 
gram, for which we are asking $35,546,000. The background of that 
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is well known to you gentlemen. We have adopted the principle in 
this hemisphere that an attack on one American State is an attack on 
all American States, and we have agreed to undertake, in case of war, 
a joint and coordinated defense of the hemisphere, and in those pro- 
grams we try to set up in the other countries units that will be used 
solely for hemisphere defense. We feel the figure of $35,546,000—I 
am not a military man and therefore speak with considerable hesi- 
tation about that, but there are military men here—I feel the figure 
is reasonable to implement the program. 

That, gentlemen, is the background of which this budget constitutes 
a part. 

Mr. Passman. Thank you very much, Mr. Secretary. 

Mr. Hotzianp. Would you rather hear at this time the initial state- 
ment from Mr. Atwood and from the Defense people so that you will 
have the entire presentation before starting the questioning ? 

Mr. Passman. Yes. Do you have a statement, Mr. Atwood ? 


STaTeEMENT OF Recronat Drrecror, Orrice or Latin AMERICAN 
OpErATIONS, INTERNATIONAL CoOPERATION ADMINISTRATION 


Mr. Arwoop. With your permission, I would like to add just 1 or 
2 things to what Secretary Holland said. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


TECHNICAL COOPERATION AND DEVELOPMENT ASSISTANCE PROGRAM 


Mr. Passman. Without objection, your prepared statement will be 
inserted in the record and you may proceed in your own way. 
(The statement submitted is as follows :) 


STATEMENT BY Ro.Liin 8S. Atwoop, Director, OFFICE OF LATIN AMERICAN OPER- 
ATIONS, INTERNATIONAL COOPERATION ADMINISTRATION 


It is a pleasure to have this opportunity to appear before the subcommittee 
of the Committee on Appropriations in support of the request for mutual security 
appropriations for fiscal year 1957. 


THE PROGRAM FOR FISCAL YEAR 1957 


For fiscal year 1957 we are proposing a program which has been developed 
through joint action of the Government of the United States and the govern- 
ments of the countries of Latin America. It has been coordinated in terms 
of the foreign policy objectives of the United States and is aimed at the achieve- 
ment of common goals essential to the economic, social, political, and military 
security of this hemisphere and the Free World. 

The mutual security program is in four parts: (1) bilateral technical coopera- 
tion, (2) development assistance, (3) military assistance, and (4) the United 
States contribution to the technical cooperation program of the Organization 
of American States. I shall confine my remarks to the bilateral technical coop- 
eration request for the coming year for $32,350,000, which compares with an 
operational level of $27,876,000 in fiscal year 1956, and the development assist- 
ance program to help meet temporary economic emergencies for which we are 
requesting $27 million for fiscal year 1957. However, it may be noted that the 
House has approved an authorization at the level of $37 million. 

Others are here to discuss the military assistance program for which $35,- 
546,000 is requested and the United States contribution to the technical cooper- 
ation ree of the Organization of American States for which the request is 
$1,500,000. 
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LATIN AMERICA TODAY 











Latin America is a potential source of great military, strategic and economic 
strength. Our cooperation in encouraging Latin American economic growth 
is one aspect of our policy of building internal strength through contributions 
to programs of Latin American countries and thereby helping these free nations 
to resist international Communist influence. Our significant public and private 
investments in Latin American countries naturally add to our interest in the 
continuing stability of their economies. Increased trade, which comes with 
increased production, higher living standards, and greater stability, is a major 
objective of our foreign policy. 

The growing influence and dignity of Latin America in international forums, 
ber traditional friendship with the United States, and her increasing capabili- 
ties for contributing to the defense and security of the hemisphere all tend to 
make the area of crucial importance to the United States and the free world. It 
is with these considerations in mind that a mutual-security program for Latin 
America has been developed. 



















ECONOMIC DEVELOPMENT IN LATIN AMERICA 









Economic development in Latin America is of significant proportions. Pro- 
duction is increasing at a rate comparable with the highest in the world. Trade 
with the United States is healthy and has approached a total of $7 billion dur- 
ing the last several years. Investments, private and public, local and foreign, 
are expanding. Loans from the Export-Import Bank and from the Interna- 
tional Bank for Reconstruction and Development are definitely on the increase. 
About $100 million in local currency generated by the sale of United States 
agricultural surpluses will be available in the form of long-term loans to supple- 
ment private and public investment for sound economic development and in- 
creased trade. 

Latin America’s economic growth, however, has been uneven, both geograph- 
ically and historically. Certain areas and certain countries have made tremen- 
dous strides while others have made only modest beginnings. Growth has been 
rapid in years of favorable terms of trade and has declined or remained static 
in less favorable periods. The rewards of economic development have not been 
evenly distributed. Large areas and millions of persons have been scarcely 
touched by the tremendous developments that have taken place. 

Among the basic problems facing Latin America are the necessity of increasing 
individual productivity, particularly in food production, and breaking down the 
rigidity of the highly nationalistic economic systems prevailing in many coun- 
tries of the area. In addition, despite her large and rapidly growing population 
and the quantity and variety of her material resources, Latin America’s progress 
is seriously hampered by such chronic weaknesses as lack of diversification of 
crop and product, low per capita incomes, low literacy rates, inadequate health 
and sanitation facilities, and low rates of saving and domestic capital formation. 
All of these characterize in varying degree the economies of the area. Moreover, 
the great geographic dispersion of the population and the lack of transportation 
and power facilities are problems retarding economic growth which must be 
solved before more stable progress can be achieved. 
































TECHNICAL COOPERATION IN LATIN AMERICA 










Our technical cooperation in Latin America is directed toward assisting these 
governments to create such conditions that they and their people may together 
and with a minimum of outside help build strong national economies and stable 
political systems. It is a joint program based on the development plans of each 
country. The United States Government’s contribution in technical assistance 
is determined on the basis of where and to what extent this country can cooper- 
ate effectively within its own national philosophy of democratic free govern- 
ment and within its means. The United States does not provide technical assist- 
ance to all projects making up a country-development program. Neither does it 
provide, except in a few cases, the major share in any individual project. We 
participate by supplying technical assistance consistent with hemispheric objec- 
tives in those portions of the program where technical demonstrations may be 
expected to produce effective results in terms of the other country’s ability to 
make fuller use of its human and natural resources. 

In the implementation of technical cooperation programs the primary objective 
is to bring together the technicians of the cooperating country and of the United 
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States in order to facilitate the exchange of skills and know-how. This is done 
in three major ways. First, United States technicians are hired directly by 
the United States Government and sent to the cooperating country. In the 
field we have two types of programs to insure that skills and know-how are 
exchanged and that effective results are obtained. One is by assigning these 
United States technicians to work with and advise local technicians in connec- 
tion with development programs being carried on by the cooperating country. 
The other is to assign the United States technicians to joint cooperative demon- 
stration projects financed by both the United States and the host country and 
to which the cooperating country assigns local technicians to work with their 
United States counterparts. The second major method of providing United 
States technicians is through contracts with private United States citizens, 
groups, associations or universities in cases where a more effective exchange 
of know-how in connection with mutually agreed upon programs ean be accom- 
plished through a contractual arrangement. The third major method of techni- 
eal interchange is by bringing technicians from the cooperating country to the 
United States or to third countries where facilities are available for the exchange 
of skills and know-how. In fiscal year 1957 we propose to obligate $22,535,000 
in the 3 ways just described—$13,025,000 for direct hire of United States 
technicians, $3,391,000 for contract services, and $6,119,000 on technicians to be 
given training in the United States or third countries. This constitutes approxi- 
mately 70 percent of the total proposed obligations for fiscal year 1957. 

The total number of United States technicians that has been programed for 
fiscal year 1957 both by direct hire and by contract procedure is 1,118—898 by 
direct hire and 220 by contract. In addition, the United States will hire local 
employees to work with United States technicians which will approximate in 
number the 455 local employees so hired during fiscal year 1956. The total 
number of technicians assigned by the host governments to work on joint proj- 
ects was 14,197 on January 31, 1956, and should be somewhat larger in fiscal year 
1957. In fiseal year 1957 it is planned to provide training in the United States 
and third countries for 2,072 participants from cooperating countries. This 
will involve, of course, at least the same number of United States technicians 
assigned to work with the participants while they are in training. Thus, nearly 
20,000 technicians from Latin America and the United States are working 
shoulder to shoulder, exchanging skills and know-how in a program to strengthen 
the economic security of this hemisphere. 

The principal device for carrying out the part of the program involving joint 
cooperative demonstration projects in Latin America for the last 14 years has 
been a joint service unit or bureau set up within the government of the host 
country known as a Servicio. This unit is administered jointly by the United 
States and the host country and is also jointly financed. It is the organization 
which brings together the technicians of this country and the host country and 
provides for the effective implementation of cooperative programs. Programs 
and individual projects are jointly reviewed continuously to determine the time 
and manner in which projects can be phased out or effectively turned over to the 
host country for continuation. At the present time there are 56 Servicios in 
operation. 

During fiscal year 1957 the proposed financial contribution of the United 
States to Servicios is $6,937,000. This contribution together with the $22,535,000 
to be used to hire United States technicians and to train cooperating country 
technicians represent 90 percent of the total United States funds requested for 
the technical cooperation program in fiscal year 1957. The other 10 percent 
consists of demonstration equipment, supplies and miscellaneous support costs. 
The cash contributions in local currencies of the host countries to the technical- 
cooperation program in fiscal year 1957 are estimated at the equivalent of $55 
million, including those from local political subdivisions (departments and 
States) and local autonomous agencies. During fiscal year 1956 the United States 
cash contribution to the Servicios is estimated at $6,231,000 with cash contribu- 
tions from host governments approximating $50 million of which $18 million 
represents contributions by State, municipal and other local agencies. There will 
also be substantial contributions in kind from host governments, political sub- 
divisions and autonomous agencies, but it is extremely difficult to place an ac- 
curate dollar value on such contributions. 

The dollar value of the cash contributions which are made by cooperating 
countries in local currencies has been obtained by using the par values listed 
by the International Monetary Fund. In countries where a high degree of infla- 
tion exists and where dollar exchange is at a premium these exchange rates tend 
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to exaggerate the dollar value of the contribution, especially in terms of the so- 
called free rate. However, the free rate is in reality the price set on scarce 
United States dollars and does not necessarily bear much relation to the value 
of local currency in terms of what it will buy or produce locally. It is almost 
impossible to make an accurate estimate of the local purchasing power of local 
currency since it is tied directly to changing prices, wage scales, etc. The cash 
contributions of Latin American governments, political subdivisions and autono- 
mous agencies are used locally to carry out our joint programs. 


THE DEVELOPMENT ASSISTANCE PROGRAM 


The Latin American countries have preferred to rely on both foreign and 
domestie private investment and public loans to supplement the benefits that 
flow from a stable and expanding inter-American trade. In this hemisphere we 
are dealing with newly developing countries with human and natural resources 
to sustain economic development. Therefore, development assistance from this 
country has been Imiited to cases of temporary economic emergency, and it is in 
the interests of the United States to continue to render such assistance in areas 
where such emergencies exist. 

Bolivia.—In late 1953 the severe drop in the world price of tin, combined with 
a serious decline in Bolivian production resulting from the nationalization of the 
tin mines, threatened to cause a major economic crisis in Bolivia, essentially a 
one-export economy. The importation of capital goods had to be restricted, and 
a subsistence level of food importation could be maintained only by drawing on 
reserves. The United States promptly began a dual-purpose effort to help 
Bolivia meet this situation. An economic diversification program was instituted 
designed to reduce Bolivia’s dependence on purchasing over half of her minimum 
food requirements with tin earnings. 

The development assistance program in Bolivia is largely financed by the 
funds derived from the local sale of United States agricultural products made 
available to Bolivia under section 402 of Public Law 665. Particular emphasis is 
given to projects designed to increase agricultural production including irriga- 
tion works, supervised farm credit, and food processing and storage facilities. 
In the field of transport and communications, farm-to-market roads, bridge con- 
struction, general road maintenance, and a national institute for aeronautical 
mechanics are active projects. Work is being done in health and sanitation, 
including environmental sanitation and establishment of health centers. As- 
sistance is given for internal migration and support of immigration to Bolivia. 
In education, schools are being constructed. 

Until the diversification porgram has sufficiently increased domestic food pro- 
duction, Bolivia will continue to require direct assistance in the form of food 
which is being provided from our own excess agricultural reserves. The United 
States plans to terminate its development assistance to Bolivia as soon as a 
satisfactory level of food importation and production can be maintained with- 
out outside aid. 

Guatemala.—The pro-Communist regime, which was replaced in 1954 by the 
present anti-Communist Armas government, left Guatemala with an empty 
treasury and a severe unemployment problem. In response to the resulting 
threat of economic crisis, the United States has been assisting the Government 
in carrying out a number of projects designed to restore normal economic con- 
ditions and to promote further economic development. Urgently needed highway 
projects, a rural development program, and a planned area development pro- 
gram are among the most significant of the efforts to mobilize the country’s 
varied economic resources and to demonstrate the Government’s ability to accom- 
plish major improvements as to which the Communist regime had been unsuc- 
cessful. The continuation of the projects now in progress is of extreme im- 
portance to Guatemala’s program of recovery. 


Mr. Atrwoop. The mutual security program is in four parts, (1) bi- 
lateral technical cooperation, (2) development assistance, (3) mili- 
tary assistance, and (4) the United States contribution to the technical 
cooperation program of the Organization of American States. 

In laying out this program we have tried to coordinate these four 
programs with the host country program and tie it into the social and 
economic development in each country. 
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There are many factors that must be taken into consideration in 
the development of our technical cooperation program. Among the 
most important would be the currencies that become available through 
the sale of our surplus agricultural commodities. We have the Ex- 
port-Import Bank, as was mentioned. We have the loans available 
from the International Bank. We have other loans available from 
private companies and private banks, and we also have a rather large 
program in the field of private investment. These have to be tied 
together. 

In carrying out this technical cooperation program and trying to 
ull these various factors together, we find our major purpose is to 
ring United States technicians and technicians from the Latin Amer- 

ican countries into contact with each other and allow them to exchange 
their know-how and skills. 

In this figure of $32,350,000, about $13 million is to be used to hire 
United States technicians who will go out in the field and work directly 
with the technicians in the other countries. That amount of $13 mil- 
lion is for direct hire of United States technicians. 

We also have a program where we contract services of private firms, 
universities, associations, and they provide technicians which go out 
and work on these projects with technicians of the other countries. 
That amounts to $3,391,000. 

Then we have a program of bringing the technicians from the host 
country to the United States or to a third country and having them 
trained there in association with American technicians. $6,119,000 of 
the program is tied to that. 

These three things amount to about 70 percent of this entire techni- 
cal cooperation program. Then when you add the contribution of 
about $7 million which we are making to the joint Servicios or bureaus 
which in turn bring together technicians to work on individual 
projects, we find they amount to 90 percent of the total technical co- 
operation program. So in reality you can say that 90 percent of this 
program is bringing together technicians of the United States and 
the other countries working on specific projects and carrying on proj- 
ects which we have agreed are in our interest and we have also 
agreed that our cooperation will help to achieve the goals for which 
these programs were designed. 

The other 10 percent is tied up with demonstration equipment, sup- 
plies, and other costs. 

Turning to the number of technicians involved, we have for next 
year planned a program that will involve 1,118 United States techni- 
cians who are hired to go down. This is both direct and by contract. 
They will go down in those countries and operate. 

On the other hand, the Latin American countries have 14,197 sched- 
uled to operate in this program during 1957. When you add that to 
the number of local employees working to support these programs, 
you have approximately 20,000 technicians from Latin America and 
the United States who are working together shoulder to shoulder to 
carry forward these programs and projects we have agreed on. 

That. I think, is the heart and core of the technical cooperation 
program. 

Mr. Passman. Thank you, Mr. Atwood. 
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SraTEMENT OF Deputy AssISTANT SECRETARY OF DEFENSE CONCERNING 
Miurrary AssIsTANCE ProGRaM 


Colonel Critz, do you have a statement you would like to make on 
the military assistance program ? 

Colonel Crrrz. Mr. Chairman, with your permission, I would like 
to insert the statement in the record and then just mention a few 

oints. 
Mr. Passman. Without objection, the statement will be inserted 
in the record and you may proceed. 

(The statement above referred to is as follows :) 


STATEMENT By E. PerkKins McGuire, Deputy ASSISTANT SECRETARY OF DEFENSE 
(ISA) For MutTuaL DEFENSE ASSISTANCE PROGRAMS 


Mr. Chairman and members of the committee, in Latin America we appear to 
be faced today with a renewed effort on the part of the Communist bloc to pene- 
trate the area. The attempt of international communism to infiltrate the area 
is nothing new. Prior to World War II, it took the form of a grassroots cam- 
paign to get control of Latin American labor unions and infuse the principles of 
communism into the minds of the workers and agricultural laborers. It was 
directed by the Cominform. In some countries, the technique of the “popular 
front” was employed with no little success. In Brazil, an armed insurrection was 
tried but failed. World War II brought temporary relief from Communist sub- 
versive invasion. Soviet Russia joined the Allies in combating the menace of 
the Axis Powers. All the resources of the Soviet bloc were mobilized to eject 
the invader from the Soviet homeland. 

But even with this brief respite from Communist attempts to infiltrate and 
subvert the Western Hemisphere, it was still necessary for the United States to 
divert 100,000 men and their equipment to insure the physical security of Latin 
America from the threat of direct Axis aggression. 

With the defeat of the Axis Powers, the Communist bloc once more turned 
attention towards Latin America. By the spring of 1954, Guatemala was in 
the hands of a Communist conspiracy and it appeared that that country was 
about to become a satellite nation. Fortunately, the people of Guatemala refused 
the Communist yoke. They revolted and overthrew the Arbenz regime. Inter- 
national communism lost an advance base in the Western Hemisphere. Now 
we are faced with a more subtle kind of Communist aggression. It is in keeping 
with the new theme of peaceful coexistence. It is in the form of trade missions 
and barter transactions by which surplus commodities of Latin American nations 
are siphoned off in an exchange for goods manufactured behind the Iron Cur- 
tain. And in each case, trade balances are built up and contracts are made with 
the single thought of wooing our neighbors to the South away from us, toward 
the Soviet bloc. 

The South American Continent is of great strategic {mportance to us not only 
because of its location with respect to Atlantic-Pacific trade routes, but also as 
a source of strategic materials. In the matter of trade, Latin America bought 
over $314 billon worth of goods from us last year alone. We cannot afford to 
ignore the area. From the early days of our Republic, the Monroe Doctrine 
has been one of the pillars of our foreign policy. We seek two things in Latin 
America. First, that they continue to remain friendly to us. Secondly, that 
they help us in defending the hemisphere. One way of broadening that friend- 
ship is through the technical development and assistance programs. By increas- 
ing the standard of living in Latin American countries we not only thwart the 
exploitation of the minds of Latin American peoples by Communist ideology, 
but we increase the opportunities for trade and thereby increase the bonds of 
friendship between us. 

As for mutual defense of the hemisphere, we have allied ourselves militarily 
with 12 Latin American countries through bilateral military assistance agree- 
ments. Under these agreements, the 12 countries have agreed to raise, train, 
and contribute to the defense of the Western Hemisphere certain forces, but 
these forces, if they are to be wortliwhile, have to be made effective through 
training and efficient military equipment. The mutual defense assistance pro- 
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gram is designed to eliminate the deficiencies in both training and military 
equipment. 

In the request before you, we are asking for $35.5 million to furnish military 
grant aid during fiscal year 1957 to the 12 Latin American countries which have 
signed bilateral military assistance agreements with the United States. Of this 
$35.5 million, approximately 15 percent, or $5.2 million, is to be used for train- 
ing of the armed forces of the countries involved. It is our policy in Latin 
America, as in other areas of the world, to give training of foreign military 
personnel top priority because we realize that our allies must be adequately 
trained in the use and operation of the military hardware with which we pro- 
vide them. 

We plan to furnish $29.2 million worth of equipment and supplies to the 12 
countries previously mentioned. I would like to emphasize that none of this 
money will be used to furnish new types of items or equipment for new forces, 
but will be utilized to replace equipment which has been worn out through use, 
such as trucks, electronic equipment, and small arms. A sizable portion of the 
$29.2 million allocated for equipment and supplies is to be used to furnish train- 
ing amunition for all three service components of the Latin American armed 
forces. Training ammunition is an important factor in the mutual defense 
assistance program. 

So far, I have mentioned 2 categories which go to make up this program of 
$35.5 million for Latin America. There is a third category—called packing, 
crating, handling, and transportation charges. These are overhead charges 
which give us no direct benefit in terms of mutual defense but obviously have to 
be met. They amount to approximately $1 million, which is less than 3 percent 
of the program. 

In order to insure that the Latin American states may be capable of effectively 
utilizing their human and physical resources for hemispheric defense in time 
of an emergency, the Department of Defense considers that the amount of $35.5 
million for military assistance is the minimum necessary. Our old policy toward 
Latin America was that of the good neighbor, today it is to be a good partner. 
The nations of Latin America are our partners in hemisphere well-being and 
defense. The mutual security program is evidence of our belief in the worth 
of that partnership. 


Colonel Crirz. As far as the mutual defense assistance program in 
Latin America is concerned, we have allied ourselves militarily with 
12 of the Latin American countries in bilateral military assistance 
agreements. Under these agreements the 12 countries have agreed to 
raise, train, and contribute to the defense of the Western Hemisphere 
certain forces; but these forces, if they are to be worthwhile, have to 
be made effective through training and efficient military equipment. 

The mutual security program is designed to eliminate deficiencies 
in both training and military equipment of these forces. 

In our request before you, we are asking for $35.5 million to furnish 
military grant aid during fiscal year 1957 to these 12 countries. Of 
this $35.5 million, approximately 15 percent, or a little over $5 million, 
is for training only. The net is that we are furnishing only approxi- 
mately $29 million of end items to these 12 countries, and a sizable 
portion of this $29.2 million is for the maintenance of those forces 
which were in being last year. There is no increase this year. In 
other words, it is a continuation of the same program we have sup- 
ported in past years. 

We consider this is the minimum necessary to insure this support 
and we request that you give it your approval. 

Mr. Passman. Thank you, Colonel. 

You stated a moment ago that $35.5 million was requested. Have 
you, since preparing this statement, dropped the $46,000, or are you 
just rounding off the figure? 

Colonel Crrrz. Just rounding it off. 
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Mr. Passman. I might state that following the procedure of the 
past, we will ask questions on the basis of the regional program and, 
while the members are asking questions, if prey want to ask specific 
questions on the individual country, certainly they may do so at that 
time. 

Are there any objections to proceeding on that basis? 

(There was no objection. ) 


NEED FOR INCREASE IN FUNDS FOR 1957 


Mr. Passman. On the regional schedule as it applies to the Latin 
American under the military assistance program, you are requesting 
$35,546,000 for 1957 as compared to a program in 1956 of $8,833,000, 
which anpers to be about 4 times as much requested for 1957 as you 
had for the program in 1956. 

I wonder if we can have an explanation of why you are requesting 
so much more for 1957 than you had for 1956. 

Colonel Crrrz. Our program this year is divided up roughly as 
follows: Approximately $7 million for the Army—these are rounded 
figures—a little over $17.5 million for the Navy and approximately 
$11.2 million for the Air Force. In our program in fiscal 1956 
which, as you stated, was approximately $8.8 million, only a little less 
than half of that, about $3.7 million, was for equipment and supplies. 
The balance was for training and those other aspects which we nor- 
mally must provide. 

We will have at the end of this fiscal year in reservations and obli- 
gations outstanding approximately $38 million. We have reached 
the bottom in equipment which we must provide those countries. Our 
program is designed to continue those requirements which we must 
furnish, and the request of $35.5 million, which is approximately the 
same as our unobligated balance at the end of the year, is what we deem 
the minimum necessary to continue the support of these forces. 

Mr. Passman. Military assistance to Latin America is the same as 
in the other regions; you do have reservations as well as obligations 
carried over ? 


Colonel Crirz. We do. 


UNEXPENDED BALANCE 


Mr. Passman. What is the estimated unexpended balance as of June 
30? 
Colonel Crirz. The total estimated unexpended amount as of June 
30 will be $38.6 million. 

Mr. Passman. What did you actually spend during fiscal year 1956— 
what is your estimate ? 

Colonel Crirz. Our total unexpended estimate for fiscal 1956 was 
$14.3 million. 

Mr. Passman. What do you contemplate spending in fiscal 1957? 

Colonel Crirz. In fiscal 1957 we anticipate arrendiiaten of approxi- 
mately $22.5 million. 

Mr. Passman. Why the large increase in expenditures over 1956? 
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Colonel Crrrz. There are several factors that I should mention. One 
is that in two or three of those countries down there—as you realize, 
all of the forces are relatively small with the exception of Brazil— 
two or three of those countries are just now getting themselves in a 
position to accept some of this equipment an we anticipate during 
fiscal year 1957 that we will be in a position to deliver that equipment. 
As to our other increases above last year, as I mentioned, the greatest 

ortion of the increase in the fiscal 1957 request is the increase in the 
Navy and Air Force programs; the smallest being the Army. 

We are putting some follow-on equipment in those countries. I can 
cover it by country, if you consider it is necessary, but we are putting 
some equipment in those countries that we have not been able to pro- 
vide in the past and which we consider is necessary to get in there now. 
In other words, to cite one example, we have given out of propeller- 
type aircraft; we do not have any more, so we are giving them some 
jet equipment. 


TECHNICAL COOPERATION PROGRAM 


Mr. Passman. We will discuss the technical cooperation program 
on the basis of the figures you have in the justifications. Of course, 
the House increased this amount and earmarked funds for particular 
countries; but, under technical cooperation, you have $33,850,000. Of 
that amount, there is $1.5 million that is a lateral item that will be 
administered by the Organization of American States. 

Mr. Atwoon. Yes, sir. 

Mr. Passman. It is my understanding that is a very fine organiza- 
tion. I think Mr. Gary defended that organization in the past, and I 
certainly would not question an organization defended by him. 

How many nations are represented ? 

Mr. Arwoop. All of the nations—21, including our own. 

Mr. Passman. And we appropriate 70 percent of the total program? 

Mr. Atwoon. In the technical cooperation program. 

Mr. Passman. In that particular program, what is the estimated un- 
expended balance as of June 30? 

Mr. Mureny. Just on the OAS we estimate $600,000. 

Mr. Passman. In the entire technical cooperation program ? 

Mr. Mourreny. As a whole? 

Mr. Passman. Yes. 

Mr. Moureny. Unexpended, as of June 30, the estimated amount is 
$23,851,000 (including $600,000 for the OAS). 

Mr. Passman. And you are requesting a total of $33,850,000. 

Mr. Morpnuy. That is correct. 

Mr. Passman. Can you justify that increase, Mr. Atwood? 

Mr. Atwoop. You mean as to the need for that? 

Mr. Passman. Yes, for technical cooperation—the additional re- 
quest over what you had last year—because you have an increase here 
of approximately $4 million. 

Mr. Atwoop. The request this last year was for $30 million for the 
technical cooperation program (excluding the OAS program). We 
have been operating at about $28 million—$27.9 million in 1956. The 
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request for fiscal 1957 is a small increase in the continuing programs 
which we are carrying on. 

It really would boil down to a question of justifying almost coun- 
try by country or program by program; but it is not a change in the 
overall program; it is an augmenting of each individual project 
throughout the more or less 1,400 projects. 


DEVELOPMENT ASSISTANCE PROGRAM 


Mr. Passman. What is the development assistance program in Latin 
America ¢ 

Mr. Atwoop. That is a program of emergency economic assistance. 
Secretary Holland mentioned Bolivia, Guatemala, and Haiti. 

Mr. Passman. That is economic ad? 

Mr. Atwoop. That is economic aid. A lot of it is given in terms of 
surplus products or commodities from this country which in turn are 
sold and develop local currency which is used in carrying out specific 
projects. Those are the specific projects in the field of agriculture, in 
the field of health, road building, and so forth. 

Mr. Passman. I think that is the item the Foreign Affairs Commit- 
tee increased ? 

Mr. Arwoop. Yes. 

Mr. Passman. You had $39 million for that program in 1956? 

Mr. Atwoop. Yes, sir. 

Mr. PassmAn. What is the unexpended balance in that account as 
of June 30? 

Mr. Mureny. On June 30 we estimate $24,940,000 would be 
unexpended. 

Mr. Passman. That is about two-thirds of the amount Congress 
allotted last year? 

Mr. Mourpuy. That is correct. 

Mr. Passman. Prior to July 1, 1955, did you have any unexpended 
balance? 

Mr. Murpny. Yes,sir. We opened the fiscal year 1956 with unliqui- 
dated obligations from the 1955 program of $13,740,000. You add the 
$39 million to the program this year and get a total available for ex- 
penditure of $53 million. 

Mr. Passman. Out of this item, it would be Bolivia, $20 million; 
Guatemala, $5 million; regional, $2 million, making up $27 million. 

Mr. Arwoop. That is right. 

Mr. Gary. What is the situation now in Guatemala politically ? 

(Discussion off the record.) 

Mr. Gary. How about Argentina? 

(Discussion off the record.) 


MILITARY ASSISTANCE PROGRAM 


Mr. Denton. I think you have made an excellent statement on Latin 
America and I am very encouraged about the work you are doing. 
But there is one thing I do not quite understand. Why is it neces- 
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sary to increase the expenditures for military assistance in that area 
about 400 percent? I heard the statement about equipment, but I do 
not see the necessity in that area at this time, on the basis of an attack 
from any foreign country, that money has to be spent for military pur- 
poses. I think there would be a lot more economic reason than mili- 
tary reason. 

(Discussion off the record.) 

Mr. Wicecteswortu. As I understand it, the overall request for 
Latin America is $96.396 million compared with $82.609 million in the 
current fiscal year. 

UNEXPENDED BALANCES 


If we look at military assistance, the proposal is $35.546 million com- 
pared to $8.833 million in the current fiscal year. 

Looking at the table furnished by the military, it co that you 
anticipate an unexpended balance as of July 1, 1956, of $38.6 million. 
If your request for 1957 in the amount of $35.5 million is approved, 
that gives you total funds available for expenditure during fiscal 1957 
and subsequently of $74.1 million. 

Against that you expect to expend in 1957, $22.5 million, an in- 
crease of about $8 million over estimated expense in the current year, 
and you estimate an unexpended balance June 30, 1957, of $51.6 
million ; is that correct ? 

Colonel Crrrz. That is correct, sir. 

Mr. Wiceieswortu. I call your attention to the fact that the esti- 
mated unexpended balance at the end of fiscal year 1957 of $51.6 
million is equivalent to about 214 years of expenditure on the 1957 
basis. 

Why do you need any such pipeline at the end of 1956 as that? 

Colonel Crrrz. Mr. Wigglesworth, may I add one additional figure 
to that? That is our fiscal year 1955 expenditures which were $27 
million. As we have previously mentioned, sir, we intentionally 
slowed down our program last year on the delivery basis until we made 
a complete reappraisal of our requirements and our deliveries. Dur- 
ing that reappraisal we slowed down deliveries which naturally af- 
fected our expenditures during fiscal year 1956 and as you will notice 
we anticipate going back a little higher in fiscal year 1957 and we 
anticipate getting back to approximately what it was in fiscal year 
1955 and our carryover would be a little less than 2 years’ require- 
ments. 

Mr. Wiceteswortu. Why do you estimate going back to $27 million 
in Ave if you only spent $14.3 million in 1956 and $22.5 million in 
1957 ? 

Colonel Crrrz. Mr. Wigglesworth, the material equipment which 
we are adding into the program proposed in fiscal year 1957 the great 
proportion of it will not be delivered until that period of time start- 
ing on July 1 next year. As I mentioned previously, sir, the pro- 
gram is primarily Navy and Air Force material and equipment which 
takes us a little longer to deliver and it will be after July 1 next year, 
June 30, 1957, when that will be delivered. 
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Mr. Wieeieswortn. Well, it would seem that a pipeline equivalent 
to 21% years in terms of 1957 expenditure and almost 4 years in terms 
of 1956 expenditures is a pretty liberal one 

Colonel Crrrz. Sir, may I point out that of our undelivered portion 
of the program at the end of this year over $25 million of it will be 


in aircraft. The average lead time of the aircraft, which as I men- 
tioned previously, we are putting in now to give them a small jet 
capability, is 18 months. BS the undelivered balance at the end of 
the year 1s well over 50 percent aircraft. 


DEVELOPMENT ASSISTANCE PROGRAM 
BOLIVIA 


Mr. WiaeLteswortu. I notice that your development assistance re- 
quest is $27 million and drops off from the 1956 figure of $44.7 million 
and that $20 million of the $27 million is to go to Bolivia. Am I 
correct in my understanding that this is on a temporary basis and 
may well disappear from the picture a year hence? 

Mr. Arwoop. We are hoping it will disappear. You cannot say 
it will be 1 year more in Bolivia. I think it is safe to say Bolivia 
will need some of this type of assistance beyond fiscal year 1957. It 
may be some other form will take its place but some form of assistance 
beyond technical cooperation will probably be needed. 

Mr. Wiacteswortu. I had in mind the sentence on page 7 of Mr. 
Atwood’s statement which reads : 

The United States plans to terminate its development assistance to Bolivia as 
soon as a satisfactory level of food importation and production can be main- 
tained without outside aid. 

Do you think that will take 2 or 3 years? 

Mr. Arwoop. We are hoping that can take place in the next year 
or two. That is a very critical situation in that country. As you 
know, Bolivia was dependent on tin up to 80 and 90 percent and in 
order to shift that dependency and get a more balanced economy in 
that country it will take longer than the comeback in Guatemala or 
the reconstruction of the damage in Haiti from the hurricane. 


TECHNICAL COOPERATION PROGRAM 


Mr. WieeieswortH. Your technical cooperation items are not 
large but I notice in this area, as in other areas we have considered, 
there seems to be a general increase all along the line with the exception 
of 2 or 3 countries. 

Is this type of aid, assuming it continues, going to level off about 
where we are now or are we to look forward to increases in every 
country year after year? 

Mr. Atwoop. I think the program in technical assistance is limited, 
as Secretary Holland mentioned, it is limited to a large extent by the 
availability of skilled technicians in this country who can operate 
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effectively in the other countries. I would say we have nearly reached 
the peak of the number of technicians whom we can use effectively in 
the Latin-American program. This question of bringing together 
the technicians we feel is one of the most important and one of the 
most successful and most effective ways of helping these countries to 
achieve the goals that we have agreed are in our interest. It may shift 
more to training of Latin-American technicians rather than sending 
United States technicians. I do not think there is any reason to ex- 
pect any large increase in the actual technical cooperation program as 
such. It has been holding fairly evenly and should hold. 

Mr. Wiccteswortu. It seems to be creeping up, to generalize—of 
course, there are exceptions—but right here there is a 14 percent in- 
crease dollarwise. 

Mr. Arwoop. That, of course, is tied with the increased activities 
and increased desires of those countries to contribute to this coopera- 
tive program. As you know, our contribution, if you take the total 
here of $32.350 million, is matched with the cash contribution of the 
Latin-American countries to that program of $55 millions for fiscal 
1957. It was approximately $50 millon during fiscal 1956. These 
countries are very anxious to increase the skills and know-how of their 
own technicians, and they are very anxious to carry forward those 
programs that will bring that result. Most of these programs in 
those countries which we have been carrying on for several years are 
long-range programs and they are becoming more concerned and more 
interested in increasing the scope and increasing the size of these 
technical cooperation programs. We feel, however, that they are still 
within the bounds of a pretty tight solid technical cooperation pro- 
gram. 


PERSON NEL REQUIREMENTS FOR TECHNICAL AND DEVELOPMENT ASSISTANCE 
PROGRAMS 


Mr. WiccLeswortu. You say you have 1,118 personnel ? 

Mr. Arwoop. The program for fiscal 1957 plans 1,118 technicians. 

Mr. WiceLeswortu. For technical cooperation ? 

Mr. Arwoop. Yes. 

Mr. WiccteswortH. Development assistance calls for additional 
personnel ? 

Mr. Atwoop. In certain of the development assistance programs, 
especially those where we are supplying them not dollars but surplus 
products which are sold and the local currencies used to carry forward 
the programs, those funds are used in connection with technicians of 
the other country. They hire technicians to carry forward their 
programs. 

Mr. WiceLteswortH. Have you additional personnel in Latin 
America on the nonmilitary side over and above the 1,118? 

Mr. Arwoop. Yes; we have; 33 is the number. 

Mr. WicoieswortH. Thirty-three above one thousand one hundred 
and eighteen ? 
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Mr. Atwoop. Thirty-three connected with the development assist- 
ance program. 

Mr. WiacLeswortH. What are the corresponding figures this year? 

Mr. Atwoop. During 1956 we have none directly employed, we 
have 26 under contract who are working with the development assist- 
ance program. (Estimates as of May 25, 1956.) 

Mr. WiceLeswortu. How many in the technical assistance ? 

Mr. Atwoop. In technical assistance we have 753 United States em- 
ployees, 182 under contract, total of 935, by the close of fiscal year 1956. 
(Estimates as of May 25, 1956.) 

Mr. WiccLeswortH. You propose to go from 935 to 1,118? 

Mr. Arwoop. Yes, sir. 

Mr. Wiecteswortu. In respect to a $33 million program. Do you 
really need all that personnel for a $33 million program? 

Mr. Atwoop. I think the way I could answer that best is to say that 
the program is really the people that we-have out in the field. Yes; 
I do believe that that number of people out there can be effective in 
carrying forward this program. 

Mr. WiceieswortH. Have you any idea how many projects are 
operating ? 

Mr. Atwoop. I would estimate about 1,400 projects. They are 
varying in size but part of programs which we have discussed in de- 
tail with the other country, they are programs the other country has 
developed in which we are cooperating. 

Mr. WiaecieswortH. The general philosophy of this technical co- 
operation work is to provide the maximum demands of any country; 
is that right? 

Mr. Atwoop. Well, I will put it this way : To use the program of the 
other country as effectively as possible in bringing together the techni- 
cians and the skills and know-how of this country and the host coun- 
try. As they develop their programs the opportunity for bringing 
together those skills and know-how and technicians increases. I do 
not know as we are trying to hit the maximum but we are trying to 
use the programs that exist and the programs we feel should be carried 
on to the maximum effectiveness by supplying these skills and know- 
how from this country. 

Mr. WiccLtEswortH. Your recommendation in dollars is not within 
any overall limitation but is guided rather by the inclusion of any and 
all projects in.this field which you believe would be helpful ? 

Mr. Atwoop. It is guided by the programs which they have asked 
us to help them with, the programs which we feel are achieving goals 
which are in our national interest. 

Mr. WiceteswortH. That is all, Mr. Chairman. 


HEALTH AND SANITATION 


Mr. Fenton. I think it is pretty well covered, Mr. Chairman, ex- 
cept I have not heard anything mentioned about the cooperation in 
health and sanitation and that sort of thing. 
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Mr. Arwoop. Of course, agriculture, health and sanitation, and 
education are the three major fields in which we are operating. Prob- 
ably we have been as successful in health and sanitation as in any other 
aspect of this technical cooperation program beginning back in 1942 
up to the present, and it is one of the most important, one of the basic 
elements in our technical cooperation program. 

Mr. Fenton. I agree with you thoroughly in this. Has there been 
much improvement in the last 5 years? 

Mr. Atrwoop. Yes, sir, there has been tremendous improvement and 
we have been very much encouraged in the last ater years to have 
the countries themselves take over responsibility, especially in the 
field of health and sanitation. In other words, joint programs which 
have been carried on have been taken over by the host country by 
setting up a division in a Ministry of Health and we then drop our 
joint program and may provide an adviser or two but they are carry- 
ing on themselves. The outstanding examples are in Chile, Mexico, 
and in Brazil where the health and sanitation programs have really 
achieved results that met our highest expectations. 

Mr. Fenton. How about Central America? 

Mr. Arwoop. The programs have not been taken over as much by 
the host countries there, but the programs are effective. They are 
effectively bringing together the technicians and skills and know-how 
both of those countries and the United States. 

Mr. Fenton. I wish you would insert in the record, if you will, a 
table for the past 5 years in which this cooperative program has gone 
forward as to the mortality rates of those countries, how they have 
progressed decreasingly. 

T would appreciate having that. 

Mr. Atwoop. I will be glad to. 

(The following information was supplied for the record :) 


Deaths per 1,000 population for Latin American countries, 1950-65 









Guatemala. --.......- 

Haiti 5 (?) (?) 
Honduras. -- 12.0 11.2 
Mexico 16. 2 17.3 
Nicaragua 10.8 9. 2 
Panama 19.6 18.6 
Paraguay § (2) (2) 

NE ie ites tes mh enadneun Witte alienate 12.6 13.3 
AG, ccs seach 2 cc db. dweetatinns 38.0 37.9 
RE ethstnectswis deny ddan aun Setcanndaineeideeha 10.9 11.1 





1 Provisional. 

2 No information. 

3 Summary of reports of the member States 1950-53, PASB. 

4 Federal District and State capitals, excluding city of Sao Paulo. 
5 Death registration incomplete 


Source: U. N. Demographic Yearbook, 1955 and U. N. Monthly Bulletin of Statistics, May 1956. 
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It may be noted that the overall average of the rates of mortality, as expressed 
by the total “crude” death rate (all deaths, including infants and adults per 
1,000 population), in 14 countries (in which data was available) ! was 13.3 per 1,000 
population in 1950. The rates of mortality in these same 14 countries ! was 11.6 
per 1,000 population in 1954. This represents a decrease amounting to about 
13 percent during this 5-year period. 


Mr. Fenron. Thank you. 


TECHNICAL PERSONNEL EMPLOYED WORLDWIDE 


Mr. Passman. We will insert at this point in the record an itemized 
list showing the technicians of the ICA program on a worldwide basis. 
(Information referred to follows:) 


1Argentina, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El Salvador, Guatemala, 
Honduras, Mexico, Nicaragua, Panama, Peru, and Venezuela, 


78669—56——45 
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Mr. Passman. That concludes the hearings for the Latin-American 
program. 
We thank you very much, gentlemen. 
Mr. Houtianp. Thank you. 
WEDNESDAY, JUNE 20, 1956. 


UNITED NATIONS MULTILATERAL PROGRAMS 


WITNESSES 


FRANCIS O. WILCOX, ASSISTANT SECRETARY OF STATE FOR IN- 
TERNATIONAL ORGANIZATION AFFAIRS 

ALVIN ROSEMAN, DIRECTOR, OFFICE OF PUBLIC SERVICES, INTER- 
NATIONAL COOPERATION ADMINISTRATION 

MRS. VIRGINIA WESTFALL, INTERNATIONAL ADMINISTRATION 
OFFICER, BUREAU OF INTERNATIONAL ORGANIZATION AFFAIRS, 
DEPARTMENT OF STATE 

R. AMMI CUTTER, CONSULTANT TO THE DIRECTOR, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 

JOHN E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Gary. The committee will come to order. 

We will first consider the request for the United Nations expanded 
program for technical assistance. ‘They seem to have an alphabetical 
name for that of UNTA. The request is for $15.5 million. 

We have as witnesses for the program Mr. Francis O. Wilcox, 
Assistant Secretary of State for International Organization Affairs, 
and Mr. Alvin Roseman, Director, Office of Public Services, Inter- 
national Cooperation Administration. 

Mr. Wilcox, would you like to make an opening statement? 


GENERAL STATEMENT 


Mr. Witcox. Mr. Chairman, I would. I appreciate very much the 
opportunity of coming before the committee to discuss with you these 
programs. I would like to say just a word at the outset about the 
four multilateral programs with which our Bureau is particularly 
concerned and which will be presented to the committee this morning. 
These are the United Nations expanded program of technical assist- 
ance for which $15.5 million is being requested, the United Nations 
Children’s Fund for which $10 million is being requested, the United 
Nations Refugee Fund for which $2.3 million is being requested to 
cover an 18-month period, and United Nations Relief and Works 
Agency for Palestine Refugees in the Near East for which a reappro- 
priation of $45.3 million is being asked. The first three of these 
programs will be discussed in this morning’s session. The other one, 
the Palestine refugee program, has been taken up with other items 
for the Near and Middle East. 

I would like to stress briefly, Mr. Chairman, the importance which 
the executive branch attaches to these multilateral programs. They 
are very small in relation to the other programs which you have been 
considering in the foreign aid program. However, I want to say that 
I have attended most of the meetings of the General Assembly since 
the United Nations was started in 1946 and have spent some 10 
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vears working as a staff member of the Foreign Relations Committee 
of the Senate and have worked very closely with these programs. 
It is my very sincere and honest feeling that the United States gets 
more for each dollar spent on these very small multilateral programs 
in the United Nations than we get for perhaps any other aspect of 
the foreign-aid program. That is only my judgment for whatever 
it is worth. 

There are certain reasons why some countries tend to show a 
preference for multilateral programs. 

Since all countries, large and small alike, are on an equal footing 
in the United Nations, the smaller nations experience a sense of dignity 
and prestige in United Nations undertakings which is of major sig- 
nificance in their emergence as sovereign and independent states. 
Consequently, these nations have developed a special feeling of 
confidence in the United Nations as a forum for discussing and con- 
ducting world affairs both among themselves and with the larger, 
more powerful nations. 

I have here a very brief statement, Mr. Chairman, which sum- 
marizes the views of the executive branch about these multilateral 
programs, and with your permission I should like to insert that in the 
record. I know you are very busy this morning and I do not want to 
take too much of your time. 

Mr. Gary. Very well. 

(Statement referred to follows:) 


Unitep Nations MULTILATERAL PrRoGRAMS, FiscaL YEAR 1957 


Included in the mutual security appropriation request currently being considered 
by your committee are funds for four United Nations voluntary programs, namely, 
the United Nations expanded program of technical assistance, for which $15.5 
million is being requested; the United Nations Children’s Fund, for which $10 
million is being requested; the United Nations Refugee Fund, for which $2.3 
million is being requested to cover an 18-month period; and the United Nations 
Relief and Works Agency for Palestine Refugees in the Near East, for which a 
reappropriation of $45.3 million is being requested. The first three of these pro- 
grams will be discussed today. The Palestine refugee program is being taken up 
with other items for the Near East. 

Before the programs are considered individually, however, I would like to stress 
briefly the importance that the executive branch attaches to these internationally 
operated programs and United States contributions to them. We have been 
helping friendly nations through these programs since their inception. We regard 
this aid, not as separate and apart from our bilateral aid, but as an essential 
complement to it. There are special advantages to be gained by furnishing 
assistance through both the bilateral and the multilateral channels, and both types 
of programs are needed. 

It should be noted that there is a growing preference among a large number of 
the newly developing countries to receive assistance from the United Nations 
and other international organizations in contrast to assistance from individual 
foreign countries. I think that this trend is easily understandable. Since all 
countries, large and small alike, are on an equal footing in the United Nations, 
the smaller nations experience a sense of dignity and prestige in United Nations 
undertakings which is of major significance in their emergence as sovereign and 
independent states. Consequently, these nations have developed a special 
feeling of confidence in the United Nations as a forum for discussing and conducting 
world affairs both among themselves and with the larger, more powerful nations. 

The assisted countries have a deep sense of their own participation in the 
United Nations voluntary programs, since they also contribute to the programs. 
The distinction between the donor and recipient governments is minimized. 
The newly developing countries properly do not feel that they are merely on the 
receiving end of charity from the more fortunate countries. This is a healthy 
sign. he result is a cooperative effort which tends to promote good feeling and 
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understanding which contributes greatly to the general cause of world peace and 
unity. 

If anything, these multilateral activities are even more important today than 
when they began. I do not subscribe to the belief held by some that the United 
States does not benefit as much through its contributions to multilateral activities 
as through its direct bilateral aid. On the contrary, our vigorous support of these 
popular multilateral programs has been well received by all free countries and has 
gained for this country a good will which I firmly believe could not be developed 
to as great an extent in any other way. It is an effective answer to Communist 
propaganda charges that we are seeking to dominate countries in which we have 
bilateral programs. It is further evidence of our genuine interest in helping to 
promote the economic development of newly developing countries. It strengthens 
the United Nations and United States leadership in the United Nations by con- 
vincingly demonstrating our willingness to cooperate with and work through the 
United Nations. " 

I have read with interest the report on the 10th Session of the United Nations 
General Assembly submitted by the two Members of the House, Congressman 
Merrow and Congressman Hays, who so ably represented the United States at the 
10th General Assembly. I was pleased to note that, after having given the entire 
problem of aid through multilateral programs thorough consideration, they con- 
cluded that the people of the newly developing countries do discern and appre- 
ciate our help through multilateral channels and that good will does accrue to the 
United States through such assistance. I share their viewpoint. 

Finally, I think that a good indication of the success of our support of the multi- 
lateral programs is the fact that Russia and the satellites, so long on the sidelines, 
have now decided to participate. It was obvious even to the U.S. S. R. that she 
was losing ground to the United States and the other free world countries as the 
result of her aloofness. Belatedly she has decided to recoup some of these losses 
by offering contributions to the United Nations technical assistance program and 
the children’s fund. It is of utmost importance that we meet this challenge and 
maintain our longstanding position of leadership in and understanding of these 
programs, which have proved so effective and which are so highly regarded and 
widely accepted by all countries, 


Unrtrep Nations TEecuHNIcAL ASSISTANCE PROGRAM 


Mr. Witcox. Turning to the United Nations technical assistance 
program, the executive branch is asking for $15.5 million for fiscal 
year 1957 as a contribution to this program for calendar year 1957. 
I have a statement which explains in some detail the nature of this 
request and with your permission, Mr. Chairman, I should like to put 
that in the record and to stress some of the points which seem to me 
to be pertinent for the consideration of this committee. 

(The statement referred to follows:) 


Unirep Nations ExpaNnpED PROGRAM OF TECHNICAL ASSISTANCE, FISCAL 
YEAR 1957 


Appropriation of the amount of $15.5 million for fiscal year 1957 is requested 
as the United States contribution to the United Nations expanded program of 
technical assistance for calendar year 1957. 

The United States has given strong support and leadership to multilateral 
technical assistance activities since their beginning in 1950. In terms of cost and 
number of experts, the multilateral program is much smaller than the bilateral 
program; however, this is no measure of the significance of the United Nations 
technical sssistance activities. 

In the context of our relations with other governments, the work of United 
Nations technical assistance has been increasing steadily in significance. It is 
furnishing a striking demonstration of the potential effectiveness of multilateral 
action in the economic and social fields. Experts from some 60 nations are work- 
ing all over the world to bring knowledge of better methods of doing things to 
people who are eager to learn. These experts are employed by the international 
organizations of which the newly developing countries are members. This is 
rather a unique program of organized self-help, certainly the first of its kind to be 
established on an international organization basis. 








CP reales SMES kre alba 


aOR a Te 











709 


Our continued support of the United Nations program is important for several 
reasons: 

1. Technical assistance to newly developed areas is in our national interest. 
It was established by the 8lst Congress as a major instrument of United States 
foreign policy in June 1950, in the Act for International Development. It was 
reaffirmed by the 83d Congress in the Mutual Security Act of 1954. These acts 
authorized United States contributions to technical assistance programs carried 
out by the United Nations and the Organization of American States as one 
means of carrying out the policy established in the act, ““* * * to aid the efforts 
of the peoples of economically underdeveloped areas to develop their resources 
and improve their working and living conditions by encouraging the exchange of 
technical knowledge and skills * * *.’’ Both the bilateral and multilateral pro- 
grams have the same objectives, and although they are different means, the 
ultimate goal is the same. 

2. Our role of leadership in the United Nations is strengthened by our con- 
tinued strong support of the United Nations technical assistance program. The 
program was undertaken at United States initiative and the United States has 
exerted a strong influence on the program since its inception. Our willingness to 
make substantial financial contributions has been interpreted by other countries 
of the free world as evidence of our good faith in desiring to promote the economic 
development and well-being of underdeveloped countries. 

3. The U. 8.5. R., after ridiculing the program for several years as in instrument 
of ‘United States imperialism,” apparently decided in 1953 that it was losing a 
propaganda advantage because it did not support the program. It therefore 
offered 4 million rubles, equivalent to $1 million, to the United Nations program, 
but attached conditions which made its pledge unacceptable. These conditions 
were removed, and the first Soviet contribution was accepted in March 1954. 
The Soviets have since contributed a similar amount to the program for 1954 and 
1955 and have pledged the same amount for 1956. Their satellites are likewise 
now contributing. <A total of approximately $5 million has been contributed or 
pledged by the Soviet Union and its satellites from 1953 to 1956. The inter- 
national organizations were not able to utilize any of these contributions until 
1955, when approximately $300,000 was obligated. Projects have been approved 
which will utilize the balance of the Soviet and satellite contributions. The 
bulk of these contributions is being used for supplies and equipment. In the 
light of Soviet participation, it is even more important than ever that the United 
States should continue to support the program. 

4. Multilateral programs are less costly to the United States because other 
governments share a part of the cost. 

5. The multilateral technical assistance program contributes to tying together 
and strengthening nations of the world through concrete, constructive and fully 
cooperative activities. 

As I have previously indicated, multilateral technical assistance in some fields 
is sometimes more acceptable politically to underdeveloped countries than 
bilateral assistance. 

As of January 1, there were 1,360 experts at work in the field. Of these, 172, 
or approximately 13 percent, were Americans. We are earnestly seeking to en- 
courage the employment of a greater number of Americans in the multilateral 
technical assistance program. It should be noted, however, that the high level 
of salaries and employment in the United States, plus the needs of the bilateral 
program for expert technicians, make this task difficult. In addition, international 
organizations are generally unable to offer long-term security to technical assist- 
ance experts, a condition which makes it even more difficult to attract Americans. 
One of the strengths of the program is, of course, the ability to recruit skilled 
experts from other countries, frequently in fields in which the United States may 
have a shortage. 

The United Nations technical assistance program operates on a calendar-year 
basis. Each October the United Nations holds a pledging conference at which 
governments are asked to announce their pledges for the following calendar 
year. The objective of the meeting is to determine how much money will be 
available for the full calendar year which follows in order that operations may 
be planned on a solid financial basis. This is an essential, businesslike procedure 
since field projects can neither be started nor stopped economically on short 
notice. 

The Congress has stipulated that United States pledges should be made only 
on the basis of funds which have been appropriated. In order for a United States 
pledge to be made in October 1956 for calendar year 1957, an appropriation of 
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$15.5 million for fiscal year 1957 is therefore requested. The amount of $24 
million was appropriated for fiscal year 1956 as the United States contribution 
for the period of July 1, 1955, to December 31, 1956. Of this amount $8.5 
million was pledged to the program for the last half of calendar year 1955 and 
$15.5 million has been pledged for calendar year 1956. The United States 
pledge for calendar year 1956 was made subject to the provision that the United 
States contribution would not exceed 50 percent of contributions from all gov- 
ernments. Total pledges from other governments for calendar year 1956 are 
estimated at approximately $14.5 million, calling for a United States contribution 
of the same amount. It is proposed that the United States contribution for 
calendar year 1957 should again be made subject to the limitation that it should 
not exceed 50 percent of total contributions. 

The program is supported by voluntary contributions and governments con- 
tribute in accordance with their interest and ability to participate. Since the 
objective of the program is to assist countries which are economically under- 
developed and are therefore unable to pay the full cost of the assistance they 
need, it was necessary for the so-called developed countries to bear the major 
share of the internationally financed portion of the cost when it was first estab- 
lished in 1950. This is still true. owever the financial situation of other de- 
veloped countries has improved sufficiently in recent years so that the United 
States has been able to reduce the level of its contributions in relation to those of 
other contributing governments from 60 percent to 50 percent. In addition to 
contributions to the central fund, governments receiving technical assistance 
make substantial contributions to the local costs of projects. These are esti- 
mated at about $60 million for 1955 or approximately twice the amount financed 
internationally. When these contributions are taken into account, the United 
States percentage of the total cost of the program for 1955 was approximately 
17 percent. 

COORDINATION 


The United Nations and United States technical assistance programs are well 
coordinated both at headquarters and in the field. 

Field coordination continues to be the mainstay of the coordination process: 
(a) It is in the field that the recipient government’s responsibility for coordina- 
tion can be made effective; (b) in the field local knowledge is brought to bear on 
coordination problems; (c) in the field the coordination process can take place at 
early planning stages. 

There is close collaboration between the recipient country, United Nations 
mission and the United States operations mission in each country both at the 
planning and operating stages of technical assistance projects. This coordina- 
tion has resulted in a good understanding of mutual] problems resulting not only 
in avoidance of duplication but also in planning for effective use of all resources. 
Coordination arrangements are flexible and adapted to local conditions. Typical 
schemes involve a formal or informal committee structure consisting of repre- 
sentatives of the two programs and frequently including representatives of the 
recipient governments; common staff meetings held from time to time; and con- 
tinuous interchange of information through exchange of papers and through per- 
sonal relationships. 

In the countries in which the United Nations is furnishing the largest amount 
of aid, resident representatives have been appointed as coordinating officers, to 
insure contact with both the host government and the United States mission. 
Resident representatives do not have line authority over the technical activity 
being carried out by the various United Nations agencies; but their responsibilities 
for coordination and overall planning have improved relationships in countries 
where they have been designated. The small size of the United Nations program 
precludes the designation of resident representatives in all of the countries receiv- 
ing technical assistance. 

Continued adequate support for this cooperative international enterprise is an 
important part of United States foreign policy. Appropriation of the amount 
requested, $15.5 million, as the United States contribution for the calendar year 
1957 will make possible the continuation of the United Nations technical assist- 
ance program at a level which will permit a more effective meeting of the most 
pressing technical assistance needs of underdeveloped countries. 


Mr. Wiucox. This is a program in which experts from 60 nations are 
helping to develop in the health, the educational, food and agriculture 
and other fields the ability of peoples of the underdeveloped countries 
to take care of their mutual problems. 
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I may say that these things which are being done in the World 
Health Organization, the Food and Agriculture Organization, and 
these other specialized agencies are not in the spotlight of public 
opinion. It is not like the sort of thing you get in the Security Council 
and General Assembly. I have just come back from a meeting of the 
World Health Organization and I must say I got a great thrill out of 
the fact that there were assembled ministers of public health of some 
70 different countries. They made progress reports on what had 
been happening in the field of public health in their countries with the 
assistance of the World Health Organization. There it was possible to 
see measurable progress, the kind of progress that is encouraging in the 
light of the efforts that are being put forth. In the political fields, 
you are sometimes not sure that real progress is being made. 

There are just three or four things about this program which I 
should like to stress. One of them is the fact that the percentage of 
our contributions has been gradually reduced over the years. It has 
come down to 50 percent this year. Of a total of $31 million which is 
being planned, the United States would contribute, according to our 
request, $15.5 million. 

Mr. Taser. Is that a million dollars more than last year? 

Mr. Witcox. No, sir, it is the same amount that we asked for last 
vear. 

Mr. Denton. You had a $24 million appropriation last year. 

F Mr. Gary. $24 million approximately last year, but that was for 
an 18-month period. We have had this difficulty with this organiza- 
tion. The United Nations keeps their accounts on a calendar year 
basis and we keep ours on a fiscal year basis. We insisted last year 
that they get these requests for funds on a fiscal year basis. There- 
fore, they requested us last year to make an appropriation for 18 
months which we did. We appropriated $24 million. That will carry 
them through until January 1, 1957. This appropriation is for the 12 
months’ period from January 1, 195% through December 31, 1957. 
Is that not correct? 

Mr. Witcox. That is much better than I could have said it. It is 
precisely correct and I want to say to the committee that we are very 
grateful that you took the action you did last year because it now 
makes it possible for us to go to the conference in the fall and to 
indicate the approximate amount which we would be willing to con- 
tribute. The U.N. officials can then plan their program in advance 
which they were not able to do before. This has been very helpful 
and I appreciate very much the action of the committee last year. 


CONTRIBUTIONS FOR 1957 


Mr. Gary. One other thing. You say the United States is con- 
tributing 50 percent of the funds. Is it not true that when these 
funds are used in any individual country, that country has to put up 
part of the funds and therefore, while we are contributing 50 percent 
of the United Nations fund, we are not contributing 50 percent of the 
total amount spent? Is that not correct? 

Mr. Witcox. That is true. I have a chart here, which I intended 
to ask permission to have inserted in the record. This shows that of 
the estimated total contributions, 68 percent of the total amount 
available (which is $98 million), is made available in the form of local 
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contributions. This would make our contribution of $15.5 million 
run to 16 percent of the total instead of the 50 percent which I spoke 
of earlier. 

If the committee would like to have it, there is a chart which 
illustrates the amount of the local contributions. We have been 
encouraged, Mr. Chairman, that the amount of local contributions 
has been increasing. 

Mr. Gary. Without objection, that will be inserted in the record. 

(Chart referred to follows:) 


UNITED NATIONS EXPANDED PROGRAM 
OF TECHNICAL ASSISTANCE 


ESTIMATED CONTRIBUTIONS FOR 1957 


TOTAL $98 MILLION 












So 


PROPOSED * 
UNITED STATES 


$15.5 MILLION 16% 
CONTRIBUTIONS TO 


CENTRAL ACCOUNT 
$31 MILLION 32% 





OTHER 
“225% GOVERNMENTS 7 
: $15.5 MILLION 16% ©)” 


tep--fe>s 
F 











ESTIMATED 
LOCAL CONTRIBUTIONS 
$67 MILLION 68% 





*THE PROPOSED U. S. CONTRIBUTION FOR CALENDAR YEAR 1957 IS 50% OF ESTIMATED 





TOTAL CONTRIBUTIONS TO THE CENTRAL ACCOUNT. 
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Mr. Witcox. I have also a memorandum which outlines a number 
of achievements in 1955 in various countries in food and agriculture, 
in health, labor, and other fields. I do not want to belabor this point 
but I should like to leave this with the committee in the event the 
staff or committee would like to refer to it. It does illustrate, I think, 
some of the progress which has been made in various fields of activity. 


PLEDGES AND CONTRIBUTIONS 


I would also like to insert in the record a chart which shows the 
pledges and the contributions by years of the various countries. It 
is quite encouraging to me that some 70 countries are contributing to 
this program. 1| think this shows the truly multilateral character of 
the program and the interest which states have in it. If I may, I 
would like to insert that. 

Mr. Gary. Without objection, we will insert it in the record at this 
oint. 

(Information referred to follows: ) 


Unirep Nations ExpaNDED PROGRAM OF TECHNICAL ASSISTANCE 


Government pledges and contributions by years 
[United States dollar equivalent] 
A. PLEDGES 


























Calendar | Calendar | Calendar | Calendar | Calendar | Calendar 
Country = year 1952 | year 1953 | year 1954 | year 1955 | year 1956 Total 
1 

Afghanistan...........<.. $7, 001 $7, 001) $10, 000) $10, 000 $10,000; ! $10, 000} $54, 002 
ATOR ceviictbosacnene 200, 000 200, 000} 200, 000 300, 000 83, 333; 1 100,000) 1, 083, 333 
DRI intnatinwensnvns 400, 921 190, 000 400, 000 400, 000 500,000; 2 312,520) 2, 203, 441 
DUI. datticcnbbnncatd 19, 231 19, 231 19, 231 19, 231 38, 462 1 38, 462 153, 848 
DO  atiminsencevess 270, 000 270, 000 7,000} 1337, 500 337, 500) 1 437, 500) 1, 949, 500 
DO Rstse tbbescicSecaak 12, 500 12, 500 25, 000 7, 895 7, 895} 1 10, 000 75, 790 
BIOG.....ccnenaanawancnm 459, 459 459, 459 459, 459 540, 541 270,270; 1324,324) 2,513, 512 
Rs ocncnddcnnswal en dean niiibaiadkaaeedbeisaianelsdidubsebaeekaial 14, 706 14, 706 
ae 7, 500 8, 000 12, 000) 12, 000 18, 000 18, 000 75, 500 
EE TAs. Oc, Bi incadaacaghescdncdmaucsnnias Pemaediannecal 50, 000 50, 000) 50, 000 150, 000 
CE aksck icckekcs Avelsdkutdoe 5, 000) SOW ea asuceccen 2, 000) 1 5,000 17, 000 
Raat dermretaean 772, 727 750, 000) 800,000) 1,500,000) 1, 500,000) ! 1,800,000) 7, 122, 727 
OO ah ail 15, 009 15, 000) 15, 000 15, 000 18, 000 1 18, 000) , 009 
| ae 90, 000 174, 194) 209, 032 58, 909 100,000} 1110,000 742, 135 
oS eS ee 10, 000 10, 000 10, 000 15, 000 15, 000 i 20, 000) 80, 000 
CRIN Fe Ee i niccscon 51, 020 100, 000 100, 000 140, 000 1140,000) 1140, 000) 671, 020 
Oomth Ritts kiss... nce 5, 000 5, 000 5, 000 6, 000 7, 000} 18, 400 36, 400 
RN... tte titancccne 59, 000 50, 000 tl ibentinenntnkoeveesesaa 1 25, 000 175, 000 
Rh ihenignkctlnbuidind ta louaddswasdalicaeceleus 69, 444 69, 444 69, 444 208, 332 
bh. ee 95, 555 108, 585 434, 342 434, 342 550, 166} 579, 123} 2, 202, 113 
Dominican Republic...-|--.....---- 6, 000 10, 000 10, 000 20, 000 24, 000 70, 000 
ea eee 6, 300) 6, 300 6, 400 1 6, 400 110,000; 110,000 45, 400 
eS eae 81, 850! 81, 850 86, 157 86, 157 100,517; 1 100, 517 537, 048 
Bi Baiveder....s i......e 5, 000) 5, 000 6, 000 6, 000 7, 000 1 7, 000 36, 000 
i ee 20, 129) 20, 000 20, 000 20, 000 1 20, 000 20, 000} 120, 129 
|! 5, 000 10, 000 10, 000 10, 000 15, 000 115, 000 65, 000 
PUNO sc Bibodacccsc aw, 1, 207, 500) 1,064, 643) 1,207,500; 1,207,500) 1, 448, 571/ ! 1,448, 571] 7, 584, 285 
Germany, Federal Re- 

RENE GRR onic dinwscasneuts 119, 048 148, 810 148, 810 148,810; 1 238, 095) 803, 573 
J eT a ae ee 20, 295 20, 295 20, 295 5, 000 5, 000) 5, 000 75, 885 
Guatemalaccc_:......... 5, 000 7, 500 7, 500 7, 500) 7, 500) 1 7, 500 42, 500 
Mo ewe bios cds A 6, 000 12, 000} 12, 000) 12, 000) 12, 000 14, 400 68, 400 
ee ee 8, 000 8, 000) 9, 600 18,000 1 8, 000). -.-- gieieieal 41, 600 
ON a ica I at kr la al ada akan 1 12, 875 12, 875 
SOMES Sin 94a ts eectbavedanceus 2, 500 2, 800) 2, 806) 2, 806) 1 3, 684 14, 596 
Se nce Men nnkon 250, 000 275, 000 275, 000 300, 000 400,000} 1 450,000) 1,950,000 
SIO cB ocseccncckcs 121, 522 43, 860 63, 585} 65, 790 65, 790 1 65, 790) 426, 337 
RDN cardia cagsnsnneael 40, 000 40, 000) 40, 000 50, 000 50,000; | 50,000) 70, 000 
WSs. ccubateblakanakun 5, 005) 5, 000 11, 201 13, 953 13, 928) 1 28, 003) 77, 090 
NG oc he ccucwesses 13, 994 A aie touie cent 14, 001 14, 002) 1 14, 002) 70, 001 
BONE... HI bbc cc en 27, 988) 28, 003 40, 000 50, 000 27,778 1 50, 000 223, 769 
| ee a ees 93, 000 93, 000 193, 000) 96, 000 112,000) 1112, 000| 599, 000 
PO. BU isan bealdnscencches 80, 000) 80, 000) 80, 000 90, 000) 90, 000) 420, 000 





See footnotes at end of table, p. 715. 
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Government pledges and contributions by years—Continued 


ee Ate iee 
Korea 
Laos -_ - 
Lebanon 
Liberia__ 
FSS Sep Be Ae 
Liechtenstein 


Luxembourg -___.....--- | 


“ie ae ee 
Rg 22 6G ; 
Netherlands 
New Zealand 
Nicaragua 
DEOMINL hb bused one 
eee 
Panama . 
Paraguay 
N,v 
Philippines 
Poland 
Rumania_-____-__- 
Saudi Arabia 
Spain 

Sweden A 
Switzerland __ 
Syria 

Thailand 
Turkey. — 
Ukrainian S. 8. R 
United Kingdom 
United States 3 
U.8.8.R 
Uruguay sian 
Vatican City_.........- 
ee 
a ee 
, | a aE ee 
Yugoslavia______- 


Eee. k 


Number of 


Afghanistan___- 
Argentina_- 
Austria 
Belgium 
Bolivia 
cf be atednnwetie 
ee 
Canada 
Ceylon 
Chile 
China 
apie ee. <csee 
Costa Rica-_---- 
Cuba __.- 
Ecuador 
Egypt souwe 
El Salvador. 
Ethiopia. _------ 
Finland 
France 
Germany, Federal Re- 
public of aed 
eR asics ook 
Honduras. - .------ 
Hungary 
Iceland 
India 
Indonesia 


Tran _- Dodetin.~<sSbedeees«o 


See footnotes at end of 


[United States dollar equivalent] 
A. PLE DGES—Continued 








11, 410 
19, 758} 
183, 638) 


"2,128 255 
12, 007, 590 


1 99, 408) 
~~ 44,000) 


"4, 200] 
50, 000) 


| 20, 035, 578 





countries 
pledging per year______| 


54 








Calendar | Calendar | Calendar | Calendar 


year 1952 | year 1953 








! 














1 $5, 000 $3, 000) 
5, 000) 2, 823) 
6, 846 6, 846 
12, 000) 12, 000) 
ete nee a 
2, 500 2, 500) 
34, 682) 34, 682) 
2, 857 1, 143 
400, 000! 421, 053! 
126,015) 125, 593) 
5, 000 5, 000) 
55,990| 69, 999 
151,103} 166, 213 
3, 000 3, 000 
5, 000 5, 000 
--.----| 110,000 
50, 000 50, 000 
w---------- 75, 000) 
15, 000) 15, 000} 

si = 
357, 336} 386, 623 | 
218, 862; 231, 852 
11, 410) 11, 410 
34, 000! 49, 000 
182,000} 183, 571 
1, 260,151] 1, 400, 168) 
11, 400, 000) 12, 767, 145 
1, 000, 000 
50, 000) 75, 000 
29, 000) 25, 090) 
7, 500! 7, 500) 
2, 100) 
50, 000) 62, 500 
18, 797, 232) 22, 405, 633) 

65 


69 





| $50, 000! 


B. UNPAID PLEDGES AS AT MAY 31, 1956 











Calendar 
year 1954 | year 1955 | year 1956 Total 
ae See on 
| | 
OURS 65 8s ts. <i | $2, 815 
3, 000 $3,000, 1 $3, 500) 22, 500 
2, 857 1, 429 1 1, 429) 13, 538 
6, 846) 6, 846) 1 6, 846) 40, 786 
15, 000 15,000; 1 20, 000) 82, 000 
3, 600 4, 000 5, 000) 15, 600 
467 467 1 467 1, 401 
2, 500 2, 500 3, 000 15, 520 
34, 682 24,000/ 133, 600 161, 646 
1, 429 1, 143) 1 1, 429 10, 858 
600, 000 660,000' 1 760,000) 3, 241, 053 
125, 593 168, 020! 1 168, 020 837, 379 
6/0005. 2 5 55 1 6, 500 21, 500 
97,998} 380,792) 1380,792) 1,020,579 
166, 213 166,213, 1 166, 213 956, 618 
3, 000 3, 000 1 3, 600 15, 600 
8, 000! 8,000! 112,000 38, 000 
ei Sea aay Sena Raal 22, 000 
55, 000 55,000) | 66, 000 326, 000 
75, 000 75,000} 1 75,000 300, 000 
: es E 16, 667 16, 667 
15, 000 25,000) 1 25, 000 95, 000 
er 10, 000 10, 000 
483,279} 579,934) 1695,921) 2, 599, 618 
233,372! 233,372) 1 233,645) 1, 384, 748 
11,410) 1:11, 867) 1:11, 867 69, 374 
40, 000; 46, 000! 64, 000 237, 758 
201,495} 201,495) 1 201,495) 1, 153, 694 
125, 000} 125, 000 125, 000 375, 000 
1, 820, 218) 2, 240,000) 2, 240, 000) 11, 088, 792 
13, 861, 809)1 15, 000, 0902 15, 590, 000) 80, 536, 454 
1,000,000) 1,000,000) 1, 000,000 4, 000, 000 
175,000} 1 100,000) 1 120, 000 519, 408 
2, 000! 2, 000! 1 2,000) 6, 000 
45,000} 150,000; 166,000! 350, 000 
7, 500|..-........]. 110,000} 32, 500 
5... sachssandes 8, 400 
82, 500) 82, 500; 1 110,000 437, 500 
25, 342, 462) 27, 661, 350) 29, 001, 907/143, 244, 162 
SS eee i === |= 
74) 70; TG teak, 
| 
Ge Hoes 8 | $10, 000 $10, 000 
SAP ee PO kei nce 72, 222 72, 222 
a — 38, 462 38, 462 
$13, 500)... _- 437, 500 451, 000 
i hes ‘ 10, 000 10, 000 
eae 324, 324 324, 324 
er es 5, 000 5, 000 
eo eee 1,800,000) 1, 800, 000 
SMO ¢ uc Bea 18, 000 18, 000 
cael ee eS 110, 000 
ee ae eae 20, 000 20, 000 
o_o $40,000, 140, 000 180, 000 
mS a | 1, 490 1, 400 
; Soe oe 25, 000 75, 000 
6, 195) 267| 10, 000 16, 462 
«ae pond 100,517) 100, 517 
| ae 7, 000 7, 000 
20, 000}... 2, 000 
Til 15, 000 15, 000 
Bice btanils -| 305,714) 305,714 
kee | 238,095) 238, 095 
1 Sa. 2 see kek 7, 500) 7, 500 
8, 000 peewee: 8 16, 000 
ale .| 12, 87. 12, 875 
i 325) 325 
aoe | 450, 000 450, 000 
ADs... | 65, 790) 65, 790 
Niecuiae bins 50, 000) 50, 000 


table, p. 715. 
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Government pledges and contributions by years—Continued 
[United States dollar equivalent] 
B. UNPAID PLEDGES AS AT MAY 31, 1956—Continued 





Calendar | Calendar | Calendar | Calendar | Calendar | Calendar 











Country — year 1952 | year 1953 | year 1954 | year 1955 | year 1956 Total 

TOG acacnieniechbsaieginirta inant dealhernteabianechinre oti iaginigel calidibn mints anrttaaianinretnesidwiglie ‘ $28, 003 $28, 003 
Ireland _-- 14, 002 14, 002 
Israel 50, 000 50, 000 
Italy 112, 000 117, 000 
KORO. sinc cs dbanbcasgnibtwetthscen 3, 500 5, 500 
PROB sccndcccbuaasnke<shslibhscindigs bien deeuennh eae eosalasdeboduabuiitiwwndaeus 1, 429 1,429 
LODO, oon died ewedn ebb Chae ge ew de Veigd fut adacitina seendassetahivesecewauu 6, 846 6, 846 
Liane nc debe trlecncctitedbeiide epee s ved einccedaliece|escudeuudey~nvasicdeswa 20, 000 20, 000 
L AgNO a Gieincn a do Te ae den csc birdie da Nab Oeoccgusdecnlsaqungttbiietessdsuuacbe 467) 467 
MOE. cin cd ssdotitde's 5k sedan adgnd non gebawads io pcqckdcwnonnencseocsiieeunestuss 33, 600 33, 600 
MOI. nc dhiewencnnscthalsnoviencngealanednacoccelngendéucucaiespouneshel uaayeedeute 1, 429 1, 429 
Neti ca tba se Ri de id tec ga alhie Nawedaaveugabcauweevecws 540, 000 540, 000 
Now Begsssecssecnactesss Seip aera cena She ool ealingialadepsab tee 84, 010 84, 010 
NIGRTAQUB. on sbi eked cnn n ode cScees cabin - oe uwefiwvecctbeas | cocceccesscfouswscoesce 6, 500 6, 500 
I is x Art bwreinhiddidredatihdains dale uiivetedeapeestisrbidvdaadtlenwecvents 324, 793 324, 793 
RG os erin tenis a iecerremnnmdnabanind sodendineerenoabns bene nbaahek nemngaainnd 166, 213 166, 213 
POR idee chen cncternimemnsob nee bhdecceddiuiectiadnbeéesarandhbenweda 3, 600 3, 600 
PUIG a cscs Ss sana IONS BSS aaa a See Sa a ESSE eee enn eter wnnsanens 12, 000 12, 000 
Pa, ib itdaka cacti dawcnewskdentountnesens 10, 000 GR ee enka Uondudbewedesadeee 22, 000 
Pi iieinicdnd abn eat ihinils Cldcwhdeews dail dedalindgeakh paula aid wade 66, 000 66, 000 
PO ct dks oeb nttacddlnoeniedaduntededuvscddéuaslcansssccucnlndbandeeestenceettels 75, 000 75, 000 
SUIT Se ables eed icant a aaed akan cenbaweisunniiralsdin eat ana moiuntidsntets 25, 000 25, 000 
Scat clin atarse oats lasnaen cb dual danccaenscbaab othadnke te oneabiteeeltettedbuns 463, 947 463, 947 
Uy RE dg cn trace: sabak ce dngns casei seaai eens si+ tos ce eeoenkdeneteanehtcnenecsene 175, 234 175, 234 
SyPhs crn tele, Saas lle wees. penal inaee Hs cea dee daebwblencbudedeae 11, 867 23, 734 
Turbewiet 200) Sb cous LU isis le tas 2 ae, Seas SSCL Usk de IR esata 201,495} 201, 495 
United States 9, 500, 000! 10, 050, 000 
UNI on dak es neenne- 120, 000 394, 408 
Vatican City 2, 000 2, 000 
po RSS See ee Lae eee, CSF 66, 000 66, 000 
Lp TREE SRR STEERER ete est 10, 000 10, 000 
Yue oS oe ee elm cbedccelnn kan dlieen 2G Ee Nee sbesncttocsencscess 110, 000) 110, 000 

WO sess asczsses 65, 009} 114, 695| 730, 134) 16, 509, 659) 17, 520, 896 





1 Pledge or balance of pledge outstanding. 

2 Amount pledged for the Ist half of the calendar year 1956. 

3 Maximum contribution for calendar year 1956. Pledged subject to the condition that the contribution 
shall not exceed 50 percent of the total contributions from all governments. 


Note.—These figures represent contributions to the United Nations technical assistance special account 
from which allocations to the participating agencies are made. They do not include contributions made by 
recipient governments to the cost of projects carried out in their own countries in loca] currency or goods and 
services. These local contributions are estimated to be approximately twice the cost borne by the partici- 
pating agencies financed from the special account. 


SUMMARY OF 1956 PROGRAM 


Mr. Gary. I think it would be well also to put the tables appearing 
on pages 215 and 216 of the a in the record at this point. 
(Information referred to follows:) 
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NONREGIONAL ProGraM, UNITED Nations ExpaNDED PROGRAM OF TECHNICAL 
ASSISTANCE 


Program for calendar year 1956—Summary by agency and major cost components 





Technicians Fellowships Supplies 
————————| ond 


Total cost 


: equip- 
Num- Cost — Cost ment 





Food and jit Organization___....--.- 494 | $5, 434, 000 472 | $849, 600 | $624, 200 $6, 907, 800 
World Health Organization.---...........---- 320 | 3,520,000 | 376 | 676,800 | 808, 402 5, 005, 202 
International Labor Organization---___--..-.-- 152 | 1,672,000 | 446 | 802,800 59, 100 2, 533, 900 
United Nations Educational, Scientific and 
Cultural Organization. .-._-..-.-....-.-.----- 238 | 2,618,000 | 250 | 450,000 |1, 431, 726 4, 499, 726 
International Civil Aviation Organization - --- 67 737,000 | 103 185, 400 18, 350 940, 750 
International Telecommunication Union_--_-- 14 154, 000 20 36, 000 9, 200 199, 200 
World Meteorological Organization -_-_-_-____-_.- 10 110, 000 54 97,200 | 145,470 352, 670 
United Nations Technical Assistance Admin- 
Ns SDS SERS = cho eens tngiainantninoin 308 | 3,388,000 | 579 {1,042,200 |1, 067, 352 5, 497, 552 
RR Basic Sipe ininlaiinsin Sennen 1, 603 | 17, 633,000 |2,300 |4, 140,000 |4, 163,800} 25, 936, 800 
NII = «as ete emacs Bicpcainiansa ies odio Meemcasaiar ia ia ep ional adenine 2, 162, 747 
ce Re ae aan ll aac hae ac iv tase casa aman eames tae eaideaicomoun ae 1, 610, 938 
es COUIILOI RO a fifi inn sca Sc areain al inners baesnidantcesemececsagie ld eneionnennens 1, 642, 000 
CGE rereth, SUGNERr DORR RNNO: Fo... ce lawcmnnnseefeaccaancas 1 31, 352, 485 
I TNR, KNIT SI BE oo acs occ dicccinaeeccnenhenuse chan casennesbnoniiumennins , 000, 
Proposed United States pledge to calendar 
NE MS II fence eednupurens bend licen nel makkenee ns cslhnkeind samnaenmaudmanapieent 15, 500, 000 


1 In addition, $3 million will be added to the reserve and working capital fund in 1956. The program 
shown assumes utilization in 1956 of all currencies which have proved difficult to utilize in the past. 

2 The calendar year 1957 program will not be approved until late in 1956. It is estimated that the dis- 
tribution of the 1957 program will be similar to that shown for 1956. 


Approved program for calendar year 1956—Summary by specialized agency and 
geographic region 


Near East | Asia and Latin Inter- 
Europe and Pacific America | regional Total 





Africa 
Food and Agriculture Organization_-__| $547,420 |$2, 125,100 ($1, 926, 580 $1,974,700 | $334,000 | $6, 907, 800 
World Health Organization_____..._.- 153, 113 | 1,629, 518 | 2, 162, 463 | 1,033, 608 26.500 | 5,005, 202 
International Labor Organization...._| 276, 700 585, 000 805, 950 788, 250 78,000 | 2,533, 900 
United Nations Educational, Scien- 
+ tific, and Cultural Organization-_-_-- 141,640 | 1, 507, 515 | 1,810,980 | 1,039, 591 |-...._--.- 4, 499, 726 
International Civil Aviation Organi- 
I ii ois G caceisel wa ninhiemab eee 26, 950 582, 700 221, 600 fk | ee 940, 750 
International Telecommunication 
STR ok cn abiceemind neni 4, 000 121, 500 50, 000 ) 199, 200 
World Meteorological Organization. __ 10, 000 120, 900 164, 200 Peers: 352, 670 
United Nations Technical Assistance 
Agiministration... .. ...2.:........<:- 575,075 | 1,095,377 | 2,324,300 | 1,393,400 | 109,400 | 5,497, 552 
Wk ed ll ieis 1, 734, 898 | 7, 767,610 | 9, 466,073 | 6, 420,319 | 547,900 | 25, 936, 800 


MANNER OF OPERATION OF PROGRAM 


Mr. Taser. From page 215, it seems that the technical assistance 
program covers large items for other organizations. The whole thing 
seems to be split that way rather than countrywise. I do not under- 
stand that. Is this money turned over to all these different 
organizations? 

{r. Witcox. Yes, Mr. Taber. 

Mr. Taser. This way? 

Mr. Witcox. Yes, that is the purpose of having the central fund so 
that planning can be done on a country basis and then the available 
funds are split as among the Food and Agriculture Organization, World 
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Health Organization, International Labor Organization, Civil Avia- 
tion Organization, United Nations Educational, Scientific, and Cultural 
Organization, and so on. The funds are used by these organizations 
to perform the functions which the central Technical Assistance 
Board feels and which the countries feel are vital. 

Mr. Gary. Do we make other appropriations to these organizations 
then individually? 

Mr. Wiicox. Yes, sir; we have authorized and appropriated funds 
for our contribution to the regular budgets of these organizations. 
These are supplementary funds which enable them to expand their 
program in a way which the regular budgets would not have permitted. 

Mr. Gary. What is the difference between this fund and the ones 
we make to them directly? 

Mr. Witcox. As I pointed out, most of the funds that are authorized 
to be appropriated to these agencies directly are used in connection 
with their regular functions, their activities in their headquarters, 
payment of their headquarters staff, upkeep of their buildings and 
expenses of that character. They are related to the regular budget. 
These funds go into purely technical assistance activities which these 
agencies then are authorized to carry on in behalf of the individual 
underdeveloped countries. 

Mr. Gary. Take the World Health Organization. You mean that 
the World Health Organization employs health technicians and sends 
them into these countries for a technical assistance program? 

Mr. Wiucox. Yes, sir; that is the way it works. If you like, Mr. 
Chairman, I should be glad to outline for you, the way these programs 
ne — and the way they are coordinated and executed in the 
field. 

Mr. Gary. Yes. 

ORGANIZATIONAL CHART 


Mr. Witcox. This chart, Mr. Chairman, illustrates the organiza- 
tional hierarchy which is involved. At the bottom of the chart you 
will see that the Technical Assistance Board is made up of the chair- 
man and representatives of each of these agencies of which we have 
been speaking. 

Mr. Gary. Let us put the chart in the record at this point. 

(Chart referred to follows:) 

















UNITED NATIONS EXPANDED PROGRAM 
OF TECHNICAL ASSISTANCE 










UN GENPRAL ASSEMBLY 
(76 GOVERNMENTS) 


ECONOMIC & SOCIAL COUNCIL 
(18 GOVERNMENTS) 













ARGENTINA ECUADOR NORWAY 


BRAZIL EGYPT PAKISTAN 
CANADA FRANCE U.S. S. R, 
CHINA GREECE UNITED KINGDOM 
CZECHOSLOVAKIA INDONESIA UNITED STATES 


DOMINICAN REPUBLIC THE NETHERLANDS YUGOSLAVIA 









TECHNICAL ASSISTANCE COMMITTEE 
(SAME MEMBER COUNTRIES AS ECOSOC) 


TECHNICAL ASSISTANCE BOARD 


EXECUTIVE CHAIRMAN: OWEN (UNITED KINGDOM) 










PARTICIPATING ORGANIZATIONS EXECUTIVE HEADS 






INTERNATIONAL LABOR ORGANIZATION ........:ccceeescceeessecceceenceeeeeeteeeserene MORSE (UNITED STATES) 








FOOD AND AGRICULTURE ORGANIZATION «-..scscccsescccesccceccecseees (ACTING) BROADLEY(UNITED KINGDOM) 





INTERNATIONAL CIVIL AVIATION ORGANIZATION ....sscccceeccseseeseeeeeeseeseneees LJUNGBERG (SWEDEN) 





U, N. EDUCATIONAL, SCIENTIFIC AND CULTURAL ORGANIZATION........... EVANS (UNITED STATES) 


Thi mS Sih 














WORLD HEALTH ORGANIZATION .....-ccccccscceecseseenereeeseeceeeeeeeessceeseuseneneneees CANDAU (BRAZIL) 


INTERNATIONAL TELECOMMUNICATIONS UNION ...sssscccsecsssesssecesseeeseseeeees ANDRADA (ARGENTINA) 











WORLD METEOROLOGICAL ORGANIZATION... ....ccsecccceceeeseeeeeseceeeceeseeeseees DAVIES (UNITED KINGDOM) 














UNITED NATIONS TECHNICAL ASSISTANCE ADMINISTRATION .......csesseceeees KEENLEYSIDE (CANADA) 





OBSERVERS 





INTERNATIONAL BANK FOR RECONSTRUCTION & DEVELOPMENT...... aceeves BLACK (UNITED STATES) 








INTERNATIONAL MONETARY FUND.........:cccccceeceesereneeeceereeeesseeceeeeeeeeseees ROOTH (SWEDEN) 
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Mr. Witcox. The Technical Assistance Board has the job of for- 
mulating the target programs for individual countries. These 
target totals are sent to the countries where they are taken up by the 
governments and by representatives of the agencies in these countries. 
In the light of the needs of the country and in the light of the funds 
that are available program requests are developed and sent back to 
the Technical Assistance Board. Those programs then are approved 
and are sent on to the technical assistance committee which is made 
up of the representatives of the 18 governments who comprise the 
Economic and Social Council. The allocation of funds among the 

agencies is then finally approved by the General Assembly. Programs 
are carefully coordinated both in New York and in the field and every 
effort is made to make sure that there is no overlapping or duplication 
of effort. 
EMPLOYMENT OF EXPERTS 


There is another matter in which this committee has generally 
expressed some interest, Mr. Chairman, and that is the number of 
experts that are involved in these programs and the number of experts 
who come from the United States. I have a chart here that I should 
like to insert in the record at this point. 

Mr. Gary. Without objection, it will be inserted at this point. 

(Information referred to follows: ) 


78669—56——46 
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UnitEpD Nations EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Nationality distribution of experts as of Jan. 1, 1956 













































































Country FAO! ICAO! ILO | ITU | UNESCO} UNTAA|WHO|WMO)| Total | Per- 
cent 
TI pic isxingiicein | 6 1 Se Re ces cca dele pendltcapanece’ 6 1 16} 1.18 
ted incon naceccues | 22 10 6 1 5 9 4 1 58 4.27 
pp SVE 3 Biliids.t. Di ecawels 54s eds 2 Bilswab tee 15 1.10 
Nee oe 7 1 | 2 | . 5 9 eee 30 | 2.21 
Mint Actin ane natal Pun cdedlcdesies Dhan cces 1 1 ® tidacass 6 .44 
SE 65 c8é.bhnonoeriasdene Se aca Bas caas air oses decane 1 Be Ritts ns 17 1,25 
ic nw aie aecioecoete 15 a i enteeeleennen 8 7 BD Neadugoud 57 | 4.19 
SE one eee. cS Ph ee Solel Jikan 6 3 Bibckisces 18 1.33 
he FD Oe canes tie ene a ean tw t-aexie 2 EE 15 1.10 
RIO oo oct tc eke <tnenbacaess abeaees BY) -nsse-252-2 4 eto. 208% 6 . 44 
errr 1 By icant qebe does ttavcbands D he cesccet-sekpien 4 . 29 
ID ise eta khan eke Be a casita |-- PRA ER Brothels, oi ceacsueivenas xa 1 .07 i 
Czechoslovakia... _._-- -- Das. Fein oe Porat ee cece ot enc eed 1 .07 
oe 21 | Oo 1 2 4 De Nasacwa 45 3.31 
Dominican Republic-- ---- Ice ate pase ehnee Ever snceataaeoeneases Padé ieee 1 .07 
aie ae cad Dea heer Dit ct bes ei eaeaters Bre ae . . 52 
ee O32 ae 12 1 8 2 8 1 35 | 2.58 
E] Salvador- -_-_- Rees eee te ong teeta isotus Lee ctetcccnte etch alre sercettaenons 1 .07 
RN 3 £c0556%~ ibd casks | aes D bcos. | ihe actin nal ee 3 Ricco 9 . 66 r 
ln wearer ae 40 6 39 5 14 27 13 1 145 | 10.66 | 
Germany, Federal Re- f 
RN SO cade 16 2 7 1 2 Bl skews 2 33 | 2.43 
Se on coo eee 2 1 Wn wee eee 1 wt 2.. 10 . 74 i 
eve eh eaiteaileneegehons eenebiahedgd ae \ stdeddahenekt By lignieghind exp 1| .07 
NI icon ba eens DT ee A crime nae Scns lhnmed adn «dpa teen eee S cipdirie 6 . 44 
WIR 5 cGete eet bakeee gy 2 Ba. 2. Q 7 8 1 40 2. 94 
Rr Ainininraaataepeakeot i nctuslasdann sho aseos one ie napa teat lates ecules 1 -07 
es a ee ee ay tae Reeeeaete | Pee eee eae teed ee 4 . 29 
SR eee 2 | Bib Cee | Se cM tele ato | 2 1 6 . 44 
SE aicnshsiaceasxceads ba cana eee Sed igecess i cihicecde Seba 1| :07 
ON aX 3S S, | | 4 4 © he avcice | 27 1.99 
CR tient ci noca taken Wiadiccmes Awakens 5 B hiccveeslcosuows 10 74 
a eae reer Pilccishee | Dicten aa ste lac DB ctidnanidesiccae 9 . 66 
SUID xisccesccd nc apwae gs | Blawone Elica icociecec cert bexcesaeus  deacscen 5 . 37 
RR ann centoneeous seve eee Ds cad ae OES Ea aecince eel able me eens as <abebeb ones | 1 1 07 
RNR es pee Se ae cea Dee oa Fe ie teceetiea cca 1 1 .07 
SERRE See ace 1 | a. 7 1 a 17| 1.25 
Netherlands...............| 41 ee ee ee 5 9 OS Baas 83 | 6.10 
NID scons caniccd cee ees a (see 2 4 2 Bicesaees ll 81 
5 8 | 3 | Paces 3 6 5 1 27} 1.99 
I ee ee a =) eee SS el og a eed sae legac 21 we 
UR a a ees: Sie aca RoR cepsinicenatiasks cal lS ceeaes 1 .07 
a ea ete cae ince poaccllpaameenicnd eacacsiec eh awccaie ice 1 .07 
ae onto Ne a hl 3 2 B issccees 10 .74 
PRN, oo. acocndn 1 Ss eee Seep tacebee. Biiceusued 5 37 
I Be te bestia ahawine eae pelos ee See 4 . 29 j 
Soutn Afries.............. 5 | 1 | pnanwalaoaaseleonensiense 1 tae aueds 10 .74 ai 
ee | 3 | Dee Daan DS vuseus ll 81 a 
RISES on ce i Sh PAB agers Ss Ol ba eis ee ae en See ae 1 07 > 
a a pn a 9 | 4 | D Bisicmmns 5 q 4 1 37 2. 72 ti 
Switeeriend............... 22 | 1 | 4 | 2 5 7 Wasasceus 45 | 3.31 © 
Re i ges ae eee Sea eee e De ae Dy ae ee 1 .07 , 
Mica ci cuselepuacdhocucess eae. a caver gieal ali biaeoseabane eee eke 1 .07 
Transiordan............... a Sl a a 1 .07 4 
co... ce es oid Pn ere pO Oe te ee eee 2) 115 f 
NS re es a Oe aN oe OE Ce ee te sees BPRS 3 a & 
United Kingdom.......-__| 67 12| 36| 2 24 37 62 1| 241 | 17.7 4 
United States............. a Oe “So 28 34] 42 1 172 | 12.65 B 
RINMND o oto rec caceon eee | Bric ce 2 | Scan ae 9 - 66 i 
oak al ea kale DB icacseane See ras 2 15 FY 
WON o55 ceca RAS ceeae a Relea ca 2 1 Dip saneus 7 . 52 4 
MN na Ss ccenaasn ee 2 la a 2 | Boia 6 44 ; 
ee eae DR tcacee BA isinquss ileal ih cccenianal 8 - 59 
i? =a ~| ae & 
I kel ed | 422 74 161 | 16 174 | 214 285 14 | 1,360 1100. 00 Bt 
Percent by agency.....-..|31.03 | 5.44 /11.84 | 1.18 12.79 15.73 | 20.96 1.03 (100.00 sessions . 





Mr. Witcox. This chart shows that we bave some 1,360 experts . 
representing these various organizations who go to different countries : 
in order to perform their functions. 


Of these experts, 172 come from the United States. That is only 


a percentage of 12.65 as against the 50 percent contribution we make. 
I for one, and I am sure the members of the committee would agree, 

















would say this is not an adequate representation for us to have; and 
we have been putting forth considerable effort in the Department of 
State to make sure we have a larger proportion of experts going to 
these countries. 

I think the committee will appreciate the fact that these jobs 
abroad are not permanent jobs and it is not always easy to find experts 
who are willing to go to faraway countries in underdeveloped areas, 
where living conditions are relatively bad. It is not easy to find 
people who would be willing to leave their homes and jobs on a 
temporary basis to perform these functions. 


SOVIET EXPERTS SUPPORTED WITH UNTA FUNDS 


Mr. Gary. Since you are talking about the technical experts there 
is a matter that disturbs this committee more than that. I do not 
know whether you want to take it up now or finish your presentation 
and then take it up. 

Mr. Wiicox. I think I know what you are referring to and if it is 
agreeable, I had planned to turn at this stage to the Russian participa- 
tion in the program. 

Mr. Gary. Yes, sir. I personally was very much concerned to read 
in one of our Richmond newspapers on Monday, June 11, the release 
of a report from the United Nations in which it says: 


The United Nations reported Sunday night that 1955 spending on its technical 
assistance program set a record. Part of the money went to send Soviet experts 
to Burma and India. 

The report said the year’s obligations totaled $25,800,000. This was the high- 
est in the history of the expanded program of technical assistance started in mid- 
1950. It compared with a previous record of $23 million set in 1952. 

The 1955 money spread advanced skills in farming, mining, industry, health, 
education, and other fields to 101 countries and territories. It enabled 1,203 of 
their citizens to study abroad and sent them 2,004 foreign experts. 

The report showed that 5 experts and 17 fellowships came from the Soviet 
Union. Technical assistance officials gave this breakdown of the figures: 

Two Soviet mining engineers helped Burma make better use of lignitic coals in 
the Kalewa fields. Three specialists on Soviet electronic computing machines 
installed such a machine at the Indian Statistical Institute in Calcutta and taught 
Indians how to work it. 

Two Indian statisticians studied in the Soviet Union on technical assistance 
fellowships. So did a Chilean economist and a foreigner, nationality not given, 
sponsored by the United Nations Educational, Scientific, and Cultural Organi- 
zation (UNESCO). 

The other 13 fellows were Indian Government officials who toured the Soviet 
Union to look over its economic development and its facilities for training Indians 
under the United Nations program. 

That program also paid for 248 participants in regional conferences and 
seminars. 

In this way the United Nations started spending 4 million rubles in Soviet 
contributions and pledges to the aid program piled up since 1953. This money, 
at the official exchange rate, equals a million dollars. A dispute over its use had 
kept the United Nations from touching it, but this was finally resolved. 

“Seventy-three governments have pledged $28,941,030 to support the aid 
program this year. The United States, biggest pledger, will match contributions 
of other governments dollar for dollar up to $15% million. 

In a statement issued here April 30, United States Delegate Henry Cabot 
Lodge, Jr., said the world situation required the United States to give new 
emphasis to multilateral schemes like the technical assistance program. President 
Eisenhower later told his news conference he thought that for political effect, 
bilateral aid was better. 


In testifying before our committee just a short time ago Mr. 
Robertson, Assistant Secretary of State, stated without any reference 
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to and before he knew of this article, that wherever the Soviet tech- 
nicians went they carried Communist propaganda with them. 

So far as I am concerned, I am very much disturbed that the United 
Nations is sending technical men under its sanction into these coun- 
tries to spread propaganda because I agree with Mr. Robertson, I 
am certain that is what they are doing. It looks like a bad situation. 

Mr. Witcox. There are 2 or 3 things I ould like to say in reply 
to that. As of June 14, 1956, there were four Soviet experts abroad 
under United Nations programs. The two coal experts you referred 
to who were in Burma have finished their jobs and presumably have 
gone home. No country is required to take Soviet experts and no 
Soviet experts are sent unless the country receiving them agrees to 
them and asks for them. It should be remembered, too, that out of 
some 1,400 experts only 4 come from the Soviet Union which, I think 
you will agree, is not a large percentage. 

Mr. Taser. There were 21 people from the Soviet, as I remember 
from what you read, Mr. Gary. 

Mr. Wi.cox. No, sir; I think the figures I have show that there are 
now 4 Soviet experts including 3 statistical machine technology ex- 
perts in India and 1 WHO doctor. 

ger Taper. I am sure you said there were 4 technicians and 17 
others 

Mr. Gary. “Report shows five experts and 17 fellowships came from 
the Soviet Union.” 

Mr. Taser. I remembered that. That is where I got it, I guess. 

Mr. Gary. That is right. 

Nac Witcox. May I read a brief statement I have prepared on 
this? 

Mr. Gary. Yes. 

Mr. Witcox. The U. S. S. R. did not contribute to the United 
Nations expanded program of technical assistance until the summer 
of 1953. At that time, it offered 4 million rubles, equivalent to ap- 
proximately $1 million, to the United Nations program, but attached 
conditions which made its pledge unacceptable. These conditions 
were later removed and in March, 1954, the first U.S. S. R. contribu- 
tion was accepted. The Soviets have since contributed a similar 
amount to the program for 1954, 1955, and have pledged the same 
amount for 1956. Their satellites are likewise now contributing. 
A total of $4,525,000 in contributions and pledges has been made avail- 
able to the program from all ruble sources. In addition, Czecho- 
slovakia has contributed $69,444 a year since 1954, or a total of 
$208,332. Poland has contributed $75,000 each year since 1953, a 
total of $300,000. Bulgaria and Rumania pledged approximately 
$15,000 each for the first time for 1956. This makes a grand total 
of the equivalent of $5,064,705 contributed or pledged to the program 
since its inception from all Soviet bloc sources. 

Like the contributions of some other countries, the Soviet bloc 
contributions to the United Nations technical assistance program are 
nonconvertible except as shown below. There are three ways in which 
these contributions can be used: salaries of experts from the Soviet 
bloc countries; training grants for United Nations fellowships within 
these countries; and supplies and equipment purchased in these coun- 
tries. Nonconvertible contributions are permissible under the rules 
of the program. 
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Experts employed in the program are compensated in the currency 
of their nationality or place of residence when recruited, except for a 
portion of the salary and allowances which are paid in the currency of 
the country where the expert is serving. Thus, American experts 
receive their basic salaries in dollars, British experts in pounds, and 
Soviet experts in rubles. The ruble contribution may be converted to 
other currencies for purposes of defraying travel costs of experts and 
fellows, allowances and expenses of experts and transportation costs 
of equipment. Otherwise, the ruble contribution may not be con- 
verted to other currencies. No payments would be made to Soviet 
bloc experts from the United States contribution to the United 
Nations technical assistance program. 

Mr. Taper. We give them a certificate of character because they 
belong to the U. N. and the U. N. sponsors them in the countries they 
go to. 

Mr. Gary. That is what worrtes me. They go in there under the 
sponsorship of the United Nations which looks as though the United 
Nations is endorsing any propaganda they might release in that 
country. 

Mr. Wixcox. Sir, I think most of these countries are fairly aware of 
the Soviet tendency to propagandize. I know of a case in which one 
of our mission chiefs reported an incident where a United Nations 
employee or technician was doing a little propagandizing and we had 
him withdrawn. 

Mr. Gary. Unfortunately some of those countries are not only 
aware of it but seem to be falling for it. I heard on the radio this 
morning a news item which indicated that Tito has now gone over 
lock, stock, and barrel to the Soviets and has endorsed their position 
that Formosa should be turned over to Communist China which is 
not a very encouraging situation so far as we are concerned. 

Mr. Witcox. I share your concern and we are watching this situa- 
tion very carefully but I submit, Mr. Chairman, that there are two 
alternate possibilities here. One would be to withdraw from the 
program. That would be inconceivable to me because it would simply 
mean we were retreating from one of the battlefields of the cold war. 
The other is to retain our position of leadership and watch the situa- 
tion carefully and do what we can through our influence, which I be- 
lieve is very great. I think most of these countries realize that we 
make the largest contribution and they are inclined to respond to our 
leadership and to our suggestions with respect to these matters. 

If I may just complete this statement, Mr. Chairman. 

Out of the $4,525,000 available in rubles, $202,715 was obligated in 
1955. This covered the cost of 2 coal experts in Burma, 4 fellowships, 
2 study tours, and equipment costing $56,250. 

An additional amount of $1,133,516 in equipment was ordered in 
1955, but was not delivered prior to December 31, 1955. 

For 1956, projects have been approved which will utilize $3,159,500 
inrubles. These projects include $1,821,500 in equipment, 30 fellow- 
ships, 6 study tours, and 41 experts. Of the 41 experts, 30 are planned 
for projects in India, of which 18 are to be employed at the Higher 
Institute of Technology in Bombay; 6 experts are planned to work 
with the Indian Statistical Institute and 1 expert each on glass molds, 
power production, survey techniques, and chemical and allied prod- 
ucts. Two X-ray technicians are also planned. 
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Other projects utilizing Soviet experts are planned in Afghanistan 
(2 male nurse tutors and 1 X-ray technician), and in Burma (4 experts 
in mineral resources development and 1 expert each in water resources 
development and building materials research). Two experts are also 
aoe in connection with a regional study tour for Asia and the Far 
fast on buildings materials. 

Of the total Czechoslovakian contribution of $208,332, $69,627 
was obligated for equipment in 1955; orders for equipment not deliv- 
ered prior to December 31, 1955, totaled $86,715; and projects totaling 
$50,500 have been approved for 1956. These include one study tour 
and equipment valued at $25,500. 

Of the total Polish contribution of $300,000, $19,955 was obligated 
for equipment in 1955; orders for equipment not delivered prior to 
December 31, 1955, totaled $220,275; and projects totaling $48,500 
have been approved for 1956. This amount is entirely for equipment. 

Under the rules and procedures of the United Nations technical 
assistance program, no experts can be sent to a country or training 
grants awarded or equipment provided without the consent of the 
recipient country. 


Unitep Nations ExpaANDED PROGRAM OF TECHNICAL ASSISTANCE 


Utilization of Soviet Bloc Contributions 


[Expressed in United States dollars] 





Available 
I $4, 000, 000 
Byelorussian Soviet Socialist Republics, 1954-56__.___.......----- 150, 000 
Ukrainian Soviet Socialist Republics, 1954—56__.__....------------ 375, 000 

Noe eats, 3 did web laesieinde did alabeoenelie ance 4, 525, 000 
IN 208, 332 
Nee side Ua caninins ciel olen wie mate 300, 000 
ee cai at eo ug dhe cece aa emiaetrd maken e eens t 14, 706 
id oa dk, ich od ade olae ba enedad Ul babubuite sds aeee 16, 667 

NE ASIN i i RE eek ek ee peso 5, 064, 705 

Utilization 

Forward 

contractual 1956 
Obligated | commit- | approved Total 
1955 ments as program 
of Dee. 31, 
1955 1 

PR ak ab onc Soe nk atin tenbheweliep ub enunkabane $202, 715 | $1, 133, 516 | $3,159,500 | $4, 495, 731 
ROR i cmteasr edb ass ecinespeNetes pandiny 69, 627 715 50, 500 206, 842 
cntckieeinenad ak ie wikis ool eisieagligd ii dba aches tell 19, 955 220, 275 48, 500 288, 730 
TN CIE oie edn pie ncanseodcaca ae 292, 297 1, 440, 506 | 3, 258, 500 | 4, 991, 303 


! These are orders placed in 1955 for equipment which had not been delivered by Dec. 31, 1955. They will 
be recorded as 1956 obligations if delivery is made in 1956. 


Mr. Wiicox. That, Mr. Chairman, is the picture as we see it of 
the Soviet participation in the program. As of this moment, it is 
quite small and insignificant. I think we should expect it to grow, 
because the Soviet Union has recognized the importance of this 
technique of aid. I may say just in concluding this comment that, as 
I see it, it is much better from our point of view to have the Soviet 
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% Union send experts in the context of a United Nation’s program 

q so we can have something to say about how they are used and the 

_ circumstances under which they operate rather than to have them do 
it bilaterally in negotiations directly with individual countries. 
Then we have absolutely no control over the situation whatsoever. 
With all due respect to my colleague, Mr. Robertson, I feel we are in 
a better position if those experts are being sent under U. N. auspices 
rather than solely by the Soviet Union. 

Mr. Taser. Do you not think they have more standing and 
character in the country they go to if they are sent there by the 
United Nations? 

Mr. Witcox. They may have more standing. 

Mr. Taser. And that gives them greater value for propaganda 

; purposes? 

: Mr. Witicox. I do not think they would have any more character, 
if | may be a bit facetious. It may tend to give them something of a 
status which they would not have as Soviet emissaries. 

Mr. Denton. Do any of our technicians go into the Iron Curtain 
countries? 

Mr. Witcox. No, sir; we have not asked to send any, nor have any 
of those countries asked to have our technicians sent to Iron Curtain 
areas, 

Mr. Denton. The only place the Russian technicians operate is in 
neutral countries like Burma and India? 

Mr. Wiucox. Yes, sir; India is the only place where there are 
4 Russian experts under the U. N. program, as of June 14. 

3 Mr. Gary. Only places where they operate through the United 
; Nations. 

Mr. Witcox. Yes, sir; the answer to that, I think, is most countries 
realize the situation and do not ask for Soviet technicians. They do 
not consent to receive the technicians from the Soviet Union. 

Mr. Chairman, this concludes my statement. 




















UNITED STATES CONTRIBUTIONS TO UNITED NATIONS AND SPECIALIZED 
AGENCIES 









Mr. Gary. Will you insert in the record a statement showing the 
total United States funds to these various organizations listed on page 
215 of the justification broken down to show amounts from other 
sources? 

Mr. Witcox. I will be glad to. 
(The following information was later supplied:) 
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United States contribution to United Nations and the specialized agencies, calendar 
year 1956 


Total assessed} United |United States} Assessments 


budget States | contribution | against other 

percent governments 

SOR IIo cone eice cucctonecusearas tence ame $48, 330, 000 33.33 | $16, 108, 389 $32, 221, 611 

Food and Agriculture Organization __.........-.... 6, 460, 000 31. 50 2, 034, 900 4, 425, 100 

International Civil Aviation Organization........_- 2, 676, 971 33. 31 891, 729 1, 785, 242 

International Labor Organization.__-.............. 7, 395, 729 25. 00 1 1, 638, 861 5, 546, 797 

International Telecommunication Union_---_._.__- 5, 407, 600 4. 88 264, 000 5, 143, 600 
United Nations Educational, Scientific, and Cul- 

RE RS = en ee 10, 580 30. 00 3, 152, 574 7, 356, 006 
World Health Organization__-__- SOTO 10, 778, 824 31. 64 3, 410, 040 7, 368, 784 
World Meteorological Organization __............_- , 528 15. 48 59, 660 325, 868 

NE « oktc cioniiana cade eet aaneanonne 91, 943, 232 30. 20 27, 560, 153 64, 730, 008 


1 The total United States assessment was $1,848,932. Because of a credit of $210,072 the actual United 
States contribution is the amount shown. 


Funds available to United Nations and specialized agencies from the expanded 
technical assistance program, calendar year 1956 

















Estimated Estimated Estimated 
total funds |United States} contribution 
available contribution | from other 
from ETAP | (50 percent) | governments 
RN UNIS 6 2 hs coe ne beg ft ee os eS $6, 434, 852 $3, 217, 426 $3, 217, 426 
Food and Agriculture Organization. _................-..-. 2... 8, 057, 000 4, 028, 500 4, 028, 500 
International Civil Aviation Organization..................-- 1, 081, 750 540, 875 540, 875 
International Labor Organization. -_.................-.-..-.-- 2, 933, 900 1, 466, 950 1, 466, 950 
International Telecommunication Union... __..-...--..-_-_-- 214, 200 107, 100 107, 100 
United Nations Educational, Scientific and Cultural Organi- 

ER nao eS a ee a ee re ae 4, 940, 933 2, 470, 466 2, 470, 466 
en pe epnnnnen SF na eo ices 5, 689, 280 2, 844, 640 2, 844, 640 
World Meteorological Organization. ..............._- paieeieae 382, 170 191, 085 191, 085 

eS hat aati ihe. So eee 29, 734, 085 14, 867, 042 14, 867, 042 


TOTAL CONTRIBUTIONS TO UNTA FOR 1956 


Mr. Gary. What will be the total amount contributed to the 
United Nations technical assistance program for the calendar year 
1956? 

Mr. Witcox. It will be short of the $15.5 million, Mr. Chairman. 
It had been expected that the $15.5 million which we would have 
available would be matched equally by contributions from other 
countries. Those contributions have fallen somewhat short of that 
mark and any funds left will revert back to the Treasury. I believe 
there will be a slight amount which will revert back. 

We do not have yet the exact contributions for fiscal 1956. We 
have the pledges for 1956 but until the calendar year is completed 
we will not know the exact contributions. 

Mr. Gary. It is on an estimate basis? 

Mr. Wiicox. Yes, sir, on the basis of the pledges made by the 
different countries. 


ORGANIZATION 


FOOD AND 


Mr. Tarer. I would like to have first a breakdown of the $6,907,800, 
which appears on page 215, indicating what vou do with the money. 
I will just take the first item on the first page. 


AGRICULTURE 


Can you tell us how 





ws wea wy eS ——«)3—h(Urae 
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many people are employed in connection with it, to what extent it 
involves materials, and what they do? 

Mr. Witcox. Let us see if I follow you, Mr. Taber. 

Mr. TaBer. Page 215, $6,907,800, Food and Agriculture Organiza- 
tion. 

Mr. Wiucox. Yes, sir. 

Mr. Taser. Give us a breakdown of how that money is used, how 
many people are employed, what they do, how much of it goes for 
material, and how much for traveling and other expenses that these 
people have. 

Mr. Witcox. Mr. Taber, we can give you the figures for 1955. 
We can get a breakdown for 1956; but we do not have that available. 

Mr. Taser. How much was the 1955 figure? 

Mr. Gary. That is calendar 1955, is it not? 

Mr. Taser. Yes. 

Mr. Witcox. Yes, sir. The figure for 1955 was $6,673,351. I can 
give you the breakdown of that. Personal services, $3,094,306; 
supplies and materials, $253,916; property and equipment, $1,027,228; 
travel and transportation, $1,062,809; contractual and other services, 
$289,046; grants and subsidies, $946,046. The total is $6,673,351. 

My assumption is that the breakdown for 1956 would be fairly 
comparable to that. 

Mr. Taser. How many people were employed under the three- 
million-odd dollars that was spent for salaries? 

Mr. Witcox. 422 as of January 1, sir. 

Mr. Taser. The average payroll item was something in the 
neighborhood of $7,500 to $8,000? 

Mr. Wiucox. That is about it, sir, as I recall the FAO pay schedule. 

Mr. Taser. These people were largely engaged in what type of 
work? 

Mr. Witcox. They were doing technical assistance work in different 
countries, 

Mr. Taser. What, for instance? Were they agricultural agents or 
were they people who were practical farmers or what were they? Or 
do you not know? 

Mr. Witcox. Yes, sir; I gave a list of typical activities. We can 
go over those again. 

Mr. Taser. You gave me a breakdown of the way the money was 
paid out but you did not tell me what it was for. 

Mr. Wiucox. There is a lengthy description in the record; this is 
the sort of thing, sir—an irrigation engineer on the Ganges, working 
on the construction of irrigation works; a mechanical engineer in 
Ceylon concerned with the operation of tractors and organization of 
workshops; or an Icelandic trawler captain serving in Ceylon trying 
to help deraon fishing in the area. In Pakistan, for example, experts 


are helping the Government to drill and develop a series of wells 
throughout the country which are very essential for agricultural 
production and for health purposes. Experts are working in the fields 
of forestry and fisheries. FAO projects in Ethiopia, Honduras, and 
Libya are concerned with the establishment of agricultural adminis- 
tration so their own government services will function better in 
agricultural fields. Matters of that kind, sir. 
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WORLD HEALTH ORGANIZATION 


Mr. Taser. What does the World Health Organization do? 

Mr. Wiicox. In this connection I should like to tell you of a con- 
versation which I had a few weeks ago in Geneva with the Minister of 
Public Health of Costa Rica. The minister told me how, in the last 
2 or 3 years with the aid of the World Health Organization experts, 
they had been able to eradicate malaria from Costa Rica. He was ex- 
tremely proud of the progress they had made. He cited the thousands 
of cases of malaria that had been in his state prior to this kind of 
assistance and the fact that now the people were much healthier and 
stronger, and they had made really tremendous progress in this area. 


INTERNATIONAL LABOR ORGANIZATION 


Mr. Taser. You have an international labor organization, $2.5 
million. Why would they be classed with a technical organization and 
what do they do that could contribute to the welfare of these countries? 

Mr. Wiicox. I can give you some samples that are listed here, sir. 
They are doing quite a little in establishing training centers in various 
technical fields to develop people who would be skilled. As you know, 
one of the problems in the underdeveloped areas is that they do not 
have enough experts to do the things that are necessary to be done in a 
society. For instance, the ILO has been establishing training 
centers—as in Burma—for maintenance of diesel equipment used in 
inland water transport. At the request of the Regional economic 
Commission for the Far East and in agreement with the Government 
of Burma, the institution there is being transformed into a regional 
training center which will extend its facilities to other Asian countries 
interested in inland water transport. China and India have been 
helped by setting up training ceuters to maintain motor vehicles and 
in Pakistan for there is a center having to do with the maintenance of 
heavy earth-moving equipment. ‘There are many areas where they 
do not have the experts they need. 

Mr. Taser. How would these people be organized to handle it? 
That is what I was wondering—how they do that kind of job. 

Mr. Wiicox. Our own people from the United States have gone 
into these countries, in collaboration with experts from other coun- 
tries, and in collaboration with the government of the receiving 
country they have set up these training centers. Some of these have 
been very helpful in turning out people with these technical skills 
which I have mentioned. 

UNESCO 


Mr. Taser. You have this UNESCO setup, practically $4.5 million. 

Mr. Witcox. Yes, sir. 

Mr. Taser. They get funds directly? 

Mr. Witcox. Yes, sir. 

Mr. Taser. They have been brought under very considerable 
criticism on the floor of the House and it makes it a rather difficult 
problem for us to handle such things as that. What do they do and 
how can they contribute technically to the welfare of these other 
countries? 
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Mr. Wiicox. I recognize the difficulties you have on the floor be- 
cause of the charges that are made about UNESCO, and I may say I 
think most of these charges have been proven untrue. 

Mr. Taser. These people are in these downtrodden territories 
that are in bad shape physically and have a low living standard and 
you undertake to carry on a culture program? It just does not make 
any headway. I have heard this kind of a setup has done more harm 
than good. 

Mr. Wiicox. I think you would agree, Mr. Taber, that before these 
countries can make ral significant progress in the field of health 
and food and agriculture oo science and technology, the people are 
going to have to learn to read and write. There has to be more literacy 
in these countries. One of the things UNESCO has done is to help 
the governments with basic education programs. They help these 
countries train teams to go out into the local communities and teach 
the people to read and write. They have to understand how disease 
germs operate before they can take effective and intelligent steps 
against disease. 

As an example of the kind of thing UNESCO is doing, there is a 
project in teacher training inaugurated in Sierra Leone with a 2-man 
team in 1956 together with 2 additional experts in science teaching. 

I believe the basic fundamental education program of UNESCO 
alone would justify its existence. If it did not do anything else, it 
seems to me that would be tremendously worthwhile. 

Mr. Taper. We have a setup of our own where we send people all 
over the world. I believe they call it the ICA. It has a very con- 
siderable amount of money. How can this program be anything but a 
duplication of that? 

Mr. Witcox. Mr. Taber, I do not think in this field, in the field 
of basic education, for example, that our Government is doing much 
to help these other countries. 

Mr. Taper. I think you need to be better informed on their activi- 
ties. They have people scattered all over the world. 

Mr. Witcox. I do not think they are doing as much in basic 
education such as teaching adults how to read and write. 

Mr. Taser. It is true that they have. I have run into it myself, 
so I know. 

Mr. Witcox. If I can approach your question from another angle, 
I think the answer would be this: That there is so much to be done in 
all these countries that any contribution the United Nations makes 
should not be, and in most cases I think is not, overlapping or duplicat- 
ing our own efforts. It would be a tragic waste if that were so. 
India, for example, needs so many things that we are doing our best 
working with the Indian Government and our own Government 
officials here to make sure that duplication and overlapping does not 
exist. 

ADMINISTRATIVE COSTS 


Mr. Taser. I notice on page 216 that better than 10 percent of 
what we contribute goes for administration and operational services. 
I do not know what that is, but frankly it looks like a tremendous 
overhead for that type of a program. How many people are involved 
in the administration program? 

Mr. Witcox. You mean in the central program in New York? 
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Mr. Taser. Yes. There is $2,262,741 for operational services and 
$1,610,938 for administrative costs. That does not include the resi- 
dent representatives. You have $1.642 million for them. That 
makes a total administrative expenses of approximately $5.350 mil- 
lion. That is about 25 percent according to my figures. 

Mr. Witcox. You will see that the $25 million is distributed to 
these various agencies. Now of the total amount, as you indicate 
there would be some $5 million left. 

Mr. Taser. But on page 215 you show administrative cost at 
$5,497,552. That means that in the $25.936 million which appears 
halfway up the page on page 216 you have $5.497 million for admin- 
istrative expenses and down below in the other bracket you have $5.350 
million more. That makes $10 million or almost $11 million out of 
$30 million for administrative expenses? That looks like a rather 
elaborate approach. 

Mr. Witcox. I think on the surface, sir, it does seem to be exorbi- 
tant. However, I should explain that the U. N. Technical Assistance 
Administration is engaged in certain technical assistance activities 
of its own. For example, none of the organizations listed above is 
involved in industrialization programs of any kind. They are in- 
terested in food and agriculture, health, education, and civil aviation. 
None is in the field of what we might call industrialization. The 
Technical Assistance Administration does certain work of that kind 
in various countries, helping with their productive facilities and their 
plants and in the field of industry generally. That is the reason for 
the $5.4 million figure in that first column, sir. 

Mr. Taper. It seems to me as if you need a strong arm Aamin- 
istrator to cut down the percentage of administrative expenses. 

Mr. Witcox. I thought I explained that this figure of $5.4 million 
is not administrative costs. 

Mr. Taser. Why is it called that? 

Mr. Witcox. That is the name of the agency or organization, 
United Nations Technical Assistance Administration, but it does not 
mean that money is spent in administering. It is spent actually in 
technical assistance activities of the kind we have been speaking of. 
The title is perhaps a bit confusing. I am sorry about that. 

Mr. Taser. I guess I am old fashioned. I like to see things done 
and presented so that we can see the meaning. 

Mr. Witcox. The title is a long and laborious one and it is a bit 
misleading in that respect. 


DUPLICATION IN TECHNICAL ASSISTANCE PROGRAMS OF ICA AND UN 


Mr. Denton. I assume you have this program coordinated with 
our own technical assistance program so there is no overlapping, 
is that correct? 

Mr. Witcox. Sir, it would be hard to say there is no overlapping, 
but we are making constant efforts to keep overlapping and duplica- 
tion toaminimum. I think it is fair to say that the resident represent- 
atives of the United Nations in these various countries and our own 
technical assistance people work very closely together to prevent the 
kind of waste you are talking about. 
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ADVANTAGES OF WORKING THROUGH UNITED NATIONS 


Mr. Denton. What advantage is it to the United States to do this 
work through the United Nations rather than doing it itself? 

Mr. Wiucox. Well, sir, I feel rather strongly about this because in 
attending meetings of the United Nations one gets the feeling that 
these countries, particularly the underdeveloped countries, want to 
share as equals in the formulation of a program to solve their mutual 
problems. Some of them do not like to have great powers give them 
a program, particularly if there are any strings tied to those programs. 
Many of them would prefer to deal on a multilateral basis and not feel 
obligated to any particular state or any particular country. 

When you look at the total amount which we spend—I do not mean 
to discount our bilateral assistance, it is good and I support the eco- 
nomic aid we are giving through those channels—but when you look 
at the total of $1.9 billion requested by our Government for economic 
assistance, this is a very, very small percentage which we are asking 
to go through multilateral channels. 

If I may repeat, I think we get more per dollar spent from these 
little programs than we do from the much larger programs that we 
are conducting on a bilateral basis. 

Mr. Denton. You said one thing that I believe is the difficulty 
with our whole foreign aid program. You said these underdeveloped 
countries did not like to be recipients of charity, and I am afraid we 
are defeating our own purposes in a good many respects by doing this 
work. However, that is neither here nor there. 

Mr. Witcox. I did not mean to leave the impression that I dis- 
approve in any way of the bilateral programs, because I think they 
are essential to our national interests. 

Mr. Denron. I am afraid the point you made is what is causing 
us to have such poor foreign relations. The more we spend, the worse 
off we get. 

Mr. Witcox. I would not quite go along with that, sir, but I would 
suggest we need to keep in mind the psychology of the people of these 
areas. 

Mr. Denton. That is right. 

Mr. Witcox. They have newly gained their independence; they 
are jealous of that independence, and they like to feel in the United 
Nations they have a protective organization that will take care of 
their interests. 

Mr. Denton. Where we spend the most money we have the poorest 
relations. 

Mr. Fernanpez. | have been looking for the comparative figures 
as between the requests this year and the appropriations last year. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


CONTRIBUTION SINCE 1950 


Mr. Witcox. I have a table here showing the amount we have con- 
tributed since 1950 and the amount other governments have contrib- 
uted. I should be glad to have this inserted in the record. 

Mr. Gary. Without objection, that will be inserted in the record. 

(The matter referred to follows:) 
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Unitep NaTIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Contributions and estimated contributions to central fund 


{In millions of dollars] 














Calendar year | Other gov- | United States Total United States 
ernments (percent) 
| 

BOOP El C8 CORE) <6 5k ec 0d cae $8.0 $12.0 $20.0 60 
a a ae mene 7.4 11.4 | 18.8 60 
BA ba ch ac ce Idd, Palace thous abee beet 9.6 12.8 | 22.4 7 
SN inet n tes usthiin wedalcamise wnaty dae eieibat et Ge 11.4 13.9 25.3 55 
1955_ © ase ‘ 12.7 15.0 | 27.7 54 
ile le les al ak an Ree lA elias 114.5 1214.5 29.0 50 
Sng Gudct ec eescukk inabeneeenadesdebeien eset 115.5 315.5 31.0 50 





1 Estimated. 

2 The United States pledge for calendar year 1956 was $15.5 million, subject to the proviso that the United 
States contribution would not exceed 50 percent of total contributions. The amount of $14.5 million is 
estimated as the total United States contribution for calendar year 1956, based on pledges and anticipated 
pledges from other governments. 

3 Proposed. 


FUNDS RETURNED TO THE TREASURY 


Mr. Gary. In that connection I notice we appropriated $24 million 
last year. On page 211 the appropriation is set up for $23 million. 
That amount seems to have been programmed. 

What happened to the other million? 

Mr. Wiicox. Mr. Chairman, any balance in our appropriation or 
in our authorization would revert back to the Treasury and if the 
amount which we have available is not matched, of course the balance 
would go back to the Treasury. 

Mr. Gary. You mean that if you only use $23 million of the $24 
million, then the other million dollars will go back into the United 
States Treasury? 

Mr. Witcox. Yes, sir. 

Mr. Fernanpez. You also mean if the other governments do not 
contribute their share we do not contribute as much and that goes 
back to the Treasury? 

Mr. Witcox. Yes, sir, we contribute on a matching basis and if 
the other countries do not come up to our standard of contribution 
the amount left goes back to the Treasury. 

Since this program is a worthwhile one I would hope very much the 
other countries would match our contribution for last year. 


SOVIET MEMBERSHIP IN UNITED NATIONS AND SPECIALIZED AGENCIES 


Mr. Fenton. In your statement on page 212, you state the 
U.S.S. R. began to contribute in 1953 in recognition of the importance 
underdeveloped countries attached to the UNTA program. 

Did they not contribute before that? 

Mr. Witcox. No, sir. The United Nations technical assistance 
program was started in 1950. There were, of course, already in exist- 
ence most of the specialized agencies. Actually, all of them were in 
existence but the technical assistance program itself was not started 
until 1950. 

Mr. Fenton. As I recall in 1948, at the time of the WHO first con- 
vention in Geneva, the Soviets were members of the group at that 
time, and they pulled out. 





aries 
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Now, have they been back in WHO since 1950? 

Mr. Witcox. No, sir; they have not. 

There was some discussion at Geneva as to the possibility of their 
return. Under the United Nations Charter they have the right to 
belong to each of these specialized agencies. 

There was also some discussion as to what would be fair to charge 
them in the way of back dues. There is a legal problem involved, 
as to whether they had actually withdrawn or whether their member- 
ship had merely been inactive. The problem was not settled to the 
satisfaction of the Soviet Union, so they are still outside of the WHO. 

Mr. Fenton. They are not members of WHO? 

Mr. Wiicox. No, sir. They have come back into the ILO, the 
International Labor Organization, and UNESCO, but not WHO 
or FAO. 





Bria 


es 


ees 


Legh Lee 


Mr. Fenton. Will you put in the record just what the Russians 
2 do belong to? 
i Mr. Wiucox. I would be glad to, sir. 
la (The information is as follows:) 


| ney 
Bee 


Soviet MEMBERSHIP IN U. N. AND SPECIALIZED AGENCIES 










The U. 8. 8. R. is a member of: United Nations (U. N.); International Labor 
Organization (ILO); International Telecommunication Union (ITU); United 
Nations Educational, Scientific, and Cultural Organization (UNESCO); Uni- 
versal Postal Union (UPU); World Meteorological Organization (WMO). 

The U. S. 8S. R. was a member of the World Health Organization (WHO), but 
withdrew in 1949, mer 
4 Mr. Fenton. I would like to pursue that, but I do not want to take 
too much time. Mr. Taber, of course, got in a very brief résumé of 

several of these organizations you have listed here. On account of 
the time, of course, we could not go into that very thoroughly. 


pis aries as 


WORLD HEALTH ORGANIZATION 



















I would like to have you develop this World Health Organization 
problem, because in our other hearings we have had on the various 
countries of our Technical Assistance programs I have repeatedly 
asked the representatives representing certain countries how the 
World Health Organization program is progressing; because, we still 
get from those people a rather dubious report on the health in the 
various areas. I am interested in that aspect. 

Mr. Witcox. Yes, sir. 

Mr. Fenton. I am just wondering how much progress we are 
making. 

Mr. Witcox. Well, sir, progress is slow but it is very encouraging. 

I attended a meeting of the World Health Assembly not long ago in 
Geneva. I was very much encouraged to hear reports of each one of 
the ministers of public health explaining what they were doing in their 
own countries. A good many are making substantial progress in 
malaria control programs. 

A good deal of emphasis is being put on that this year and next, in 
both the World Health Organization and the Children’s Fund pro- 
gram. It has been found that the malaria mosquitoes, as you un- 
doubtedly know, are developing a resistance to DDT. If we tarry 
too long in eliminating the mosquitoes it will be hard to get rid of 
malaria through the use of DDT. 


734 


Much emphasis is being placed upon that in various parts of the 
world. ‘There are also some steps being taken to coordinate activities 
in the study of heart disease, for example. I think a committee is 
being set up on that problem. 

— are leprosy control projects in certain areas which are being 
pushed. 

Of course, the problem which confronts the World Health Organiza- 
tion is the fact that so many of these diseases are rampant in various 
parts of the world, and there are very limited resources. As you can 
see from this program, there is only—I say “only’”’—a relatively small 
sum of $5 million available. The goal of eliminating disease in the 
world obviously could not be accomplished very quickly with that 
amount of money. 

A very considerable amount of progress is being made, sir. I think 
the Public Health ministries are learning a lot by getting together and 
exchanging ideas. Also the WHO is encouraging the ministries of 
public health to develop those ministries in the governments. They 
are sending experts into the various countries to help them develop 
their own governmental activities so that they can cope with health 
problems. 

Mr. Fenton. Without taking up too much time, I wish you would 
insert in the record, from its inception, the amount of money given for 
the World Health Organization and the countries in which it has been 
utilized. 

Mr. Wiucox. Yes, sir. 

Mr. Fenton. Also the progress of the health programs in each 
country, if possible, from a morbidity standpoint and an infant mortal- 
ity standpoint. 

(The following information was subsequently supplied :) 


Worutp HEALTH ORGANIZATION 


‘otal funds available from regular budget and expanded program of technical 
assistance 





Regular | ETAP, | Regular ETAP, 
budget, total expend- budget, total expend- 
total expend- itures total expend- itures 
itures : itures 


Calendar year: Calendar year—con, 

1946 1952 , 353, 970 
, 178, 806 
8, 134, 514 , 754, 545 
9, 500, 000 4; 336, 981 


57, 108, 190 17, 956, 167 


M 
4 
3 


June 22, 1956. 





739 


Unirep NATIONS EXPANDED ProGRAM or TECHNICAL ASSISTANCE 


‘World Health Organization project costs by country and region, calendar years 
1950-55 
a ; San 
Country and region | 1950-51 | 1952 1953 5 1955 | Total 


Oster 


en ez 


ae! 


AFRICA 


Bechuanaland - ; a = a A 4 a 511, 575 $11, 575 
Belgian territories in Africa- pe AR aut : i ore 7. 578 7’ 578 
Ethiopia-..----- saceweccees| BF, $48,652 | $47, 786 $40, 301 | 51,896 | 195, 932 
French West Africa. Dadi nbnwecdnaaael 4, 885 | 17, 438 16, 780 33, 649 | 72. 752 
a . ad aed dl cea ee hes. 918 
Kenya-..-.- -|--- pine s ‘ os Pa ; } 8, 604 
Liberia. ..-.----- oe ececees- — 16, 522 55, 721 | 64, 806 58, 466 195, 515 
Libya * 34, 709 26, 484 | 13, 826 2,291 | 105,690 
\Viauritius- Hibepiedteaad i a: ae 192 | 8, 192 
Morocco (French) bates : oe 14, 164 | 50, 444 
Morocco (Spanish) aa : Boge, BPR 3 . 213 | 13. 213 
Nigeria. . -|---- ---| 8, 668 59% 42, 261 


Portuguese territories in Africa... cr.” 2 <a : : "213 | 18. 213 
Saint Helena. rane Bate : | nab 2. : OG: 962 
BOVE ann netinesweduenes bade Edo seee i ih ; 2. 675 2. 675 
Sierra Leone -- ceihae — ; = in yak 2.319 | 2’ 319 
Somaliland (Italian) -. eee 4, one Pe a aad 6, 46: 30, 963 
Spanish Guiana ba |---5 : Peas ; ; ; 5 759 
Sudan ncafewddan i |. 6 32. ; wa 5, 15, 961 
Tunisia wna nn-2--=--- — astny ; 2, 016 35 37, 546 
Uganda i aleeniet ileal Saal leeakadituant : ee : 1) 138 
Zanzibar am aete a ! . 2. 2 214 
Regi skp xecesa o-ocasaeed ‘ “1,050 21, 905 oJ E 36, 807 167, 869 


cn RRSS Stent RIA Lacan 


avila 


Total Africa | 81,227 126, 673 ms 197, 368 90, 686 | 993, 383 


\SIA AND THE FAR EAST 


Brunei-__-. | 9, 000 | 2, 133 | 11, 133 
Burma 106, 091 160, 585 | 186, 904 168, 014 187, 65¢ 809, 253 
Cambodia | 25, O80 | 40, 641 22, 587 45, 130 65, 782 | 199, 220 
Ceylon 43, 430 | 108, 433 108, 315 73, 030 79, 647 412. 855 
China (Tx 1iwan) ; 84, 381 142, 967 157, 509 128, 513, 341 
Hong Kong 4, 335 14, 423 21, 445 28, § 69, 047 
India... 68, 326 | 256, 328 198, 415 60, 164 120, 151 | 703, 384 
Indonesia = ea | 16, 913 106, 691 210, 841 113, 028 139, 285 586, 758 
Japan | : 20, 465 6, 800 27,7 | 54, 976 
korea, Republie of. - - - - , J Au 12, 372 | 19, 897 | 32, 269 
Laos . : | 19, 493 19, 910 22, 221 13, 946 | 75, 570 
Malaya, Federation of -- j 32, 024 | 42, 817 36, 015 23, 53 134, 376 
Nepal 7 | 7, 174 36, 858 | 44, 032 
Netherlands New Guinea___ ‘ 2, 582 | 2, 358 4, 940 
North Borneo._...-- ; 31, 351 29, 861 | 34, 275 35, 32: 5 | 130, 812 
Pakistan__-. 4,712 | 192, 371 233, 290 210, 338 102, | 743,634 
Papua and New Guinea_. 2, 000 1, 706 3. 706 
Philippines 7 3, 000 | 69, 243 77, 637 94, 387 109, 7: 353, 998 
Sarawak ; 2, 700 42, 630 33, 831 26, 119 18, 328 123, 608 
Singapore _. } 14, O83 51, 362 45, 552 30, 6 141, #38 
Mhailand - | 79, 327 134, 004 147, 345 135, 767 83, 796 580, 239 
Vietnam ___. = 4 44, 874 34, 421 32,664 | 140,072 
Regional. _- | 39, 25 | 166, 135 34, 401 46, ORE 286, 775 


Total Asia and the Far East_| 416, 942 | 1, 537,067 | 1, 559, él , 308,099 | 1, 333, 897 155, 646 


EUROPE 
\ustria eieibdae ‘ cece® 15, 053 | 15, 038 &, 217 38, 308 
Cyprus i ees 2 é », 54 6, 546 
Finland 2 hin pais 92, 192 36, 465 11, 882 | 140, 539 
(Greece : | 37, 977 10, 233 8, 972 4 75, 109 
Spain 17, 102 16, 260 10, 798 4, 894 | 59, 054 
l'rieste re oo 7 11, 542 7,813 |_. Fads 19, 35! 
rurkey > . 25, 700 73, 304 91, 485 66, 793 | 35, § 293, 252 
Yugoslavia : J .| 82,650 294, 415 68, 836 | 41, 837 | 53, bl 1, 622 
Regional. _...-- tia degli ‘ 15, 739 122, 822 |-_- ; 138, 561 


‘Total Europe | 9% 541, 585 261, 869 271, 321 29, 2! |, 282, 346 


LATIN AMERICA 

Boliv ia ain deaths cok 10, 000 | 22, 869 . wal ae . 4', 647 

srazil 7, 230 2, 022 } 5, 7$ 15,042 
Sai sh Honduras ‘ . : , 0 7,021 
British West Indies 5,6 15, 688 
Chile eee oe 3, 550 14, 013 . 25, 29% 42, 858 
Colombia _. 14,770 75, 055 29, 378 31, 318 39, 189, 931 
Costa Rica ; 43, 150 19, 392 49, 302 2, 640 37, 3 241, 817 
Cuba ° 3, 52F . 6, 525 
Dominican Rey ublic ¥ RR, 2: 17, 283 9, 103 29, 144, 191 
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World Health Organization project costs by country and region, calendar years 


1950-55—Continued 


























Country and region 1950-51 1952 1953 1954 1955 Total 
LATIN AMERICA—continued | 
Ecuador ; Se $12, 705 $73, 329 $28, 842 $13, 690 $13,895 | $142, 461 
El Salvador il eee ae 43, 000 103, 724 119, 342 59, 899 72, 761 398, 726 
I cc 21, 165 is i 13, 173 34, 338 
| Ne 17, 450 17, 318 4, 858 27, 151 66, 777 
Honduras ois 10, 069 3, 667 oa 16, 466 30, 202 
ee - 2, 200 15, 365 7, 705 |.. | 19, 691 44, 961 
a ee 22, 235 70, 649 17, 424 | 47, 578 157, 886 
Nicaragua. Z lala 14, 226 |..-- _ 5,171 | 24, 853 44, 250 
NON. ic: cttilcriosa é ~ 19,017 | 82, 186 | 64, 160 70, 511 235, 874 
Paraguay. .-...-- 34, 600 | 151, 501 128, 877 | 123, 766 131, 976 570, 720 
Peru 7, 140 25, 338 76, 242 69, 126 | 25, 225 203, 071 
Uruguay --- ee oe | i 15, 512 15, 512 
Venezuela __- ice 2, 850 : 3, 914 | 19, 967 26, 731 
Regional 8, 240 21, 795 246, 052 182, 776 213, 570 672, 433 
Total Latin America. _-- 229, 120 $21, 606 792, 790 ~ 623, 931 1 | 884, 215 | 3, 351, 662 
MIDDLE EAST : | - 
Afghanistan. -_. 20, 300 | 93, 005 93, 582 | 89, 849 | 125, 417 422, 153 
Egypt 4, 660 127, 508 134, 293 75,729 | 186,853 629, 043 
Iran. ... 19, 704 185, 641 | 104, 823 193, 339 | 259, 345 762, 852 
Iraq 5, 600 105, 677 52, 504 67, 411 48, 186 279, 468 
Israel 25, 700 B 20, 926 11, 445 21, 558 140, 966 
Jordan 7, 200 | 7, 776 5 5, 498 | 32, 258 52, 732 
Lebanon 73, 797 106, 430 81, 874 25, 433 15, 148 302, 682 
Sandi Arabia 6, 000 | 66, 537 84, 649 42, 497 44, 904 244, 587 
Syria ik 18, 358 42, 709 | 98, 894 70, 882 | 51, 068 281, 911 
Yemen. .....- 5, 600 Soars et 12, 973 18, 573 
Regional__- 16, 500 1, 479 | 8, 684 112, 439 | 74,374 | 213, 476 
o iss sips gees aoa tacoeae aad cada ee eee 

Total Middle East. __. 203, 419 789, 099 689, 319 794,522 | 872, 084 | 3, 348, 443 
Interregional projects. ....--.-_-.. 124,339 |........| 23,261 | 147, 600 
Grand total___...__.._..___- ~ 959,058 | 3,816,030 | 3,575,387 | 3,19! 5, 2a ~3, 733, 364 (15, 279, 080 
STATISTICAL MEASUREMENTS OF HEALTH IMPROVEMENTS RESULTING FROM 


TECHNICAL ASSISTANCE TO ECONOMICALLY UNDERDEVELOPED COUNTRIES 


In the 


case of the underdeveloped countries, which are the chief recipients of 


technical assistance, there are at this time only isolated instances in which tangible 


statistical measurements can be given of improvements in death rates directly 
attributable to specific health programs. 
state of most of these countries is that they usually have little organized way of 
reporting and recording accurate vital and health statistics. 


One aspect of the underdeveloped 


Graduall 


y more 


adequate vital statistics services are being built up, sometimes with WHO or ICA 
technical assistance. 

Even when adequate services have come into existence, however, statistical 
trends reflecting health improvements are best detected and judged over a reason- 
ably long period of time—usually a minimum of a decade. The U. N. technical 
assistance program has been in operation for only about half that time, and 
usually for even less, in relation to most health projects. Considerable statistical 
data are now accumulating which measure the massive health problems which 
exist, and the numbers of people covered, or protected, by the measures being 
undertaken to deal with these problems. 

There is not yet available, however, much precise statistical measurement of 
long-term improvements resulting from these recently inaugurated health pro- 
grams. The improvements have so far been gaged mostly in economic terms of 
increased productivity. Health improvement is in any case not an isolated 
phenomenon, attributable only to 1 or 2 causes: it is an integral part of the overall 
drive to improve conditions of life, and is interrelated with and partly dependent 
on improvements in other fields, such as education and economic development. 
A few instances of measurable progress are given below. 





MALARIA CONTROL IN CEYLON 


Malaria was for centuries the major cause of illness and death in Ceylon. 
Malaria was endemic in two-thirds of the island, and flared into epidemics at 
regular intervals, In 1946, a year in which over 40 percent of the opmetee 
had malaria, a malaria control campaign using ene spraying was begun and 
was pushed ahead rapidly, to cover all affected area Until 1946, the average 
annual death rate per thousand was over 20; the niaaee rnal death rate was between 
15 and 20; while the infant death rate was around 150 per thousand. By 1950, 
4 years afte r the start of the campaign, the death rate was down to 12.6, approxi- 
mately the same as that of Ireland; the maternal death rate was between 5 and 6; 
and the infant death rate was 82 (by 1953 it had fallen further to 71). The 
incidence of malaria is now negligible (0.45 percent in 1954). In the circumstances 
existing in Ceylon, a small self-contained island, with relatively high levels of 
living for Asia, it is feasible to assess on a countrywide scale and within a short 
period of time the results of such a control ec: ampaign. The larger part of the 
improvement in health reflected in these statistics can be attributed to malaria 
control. Furthermore, in 1954 over 200 square miles of land formerly jungle 
had been irrigated and settled by 91,000 previously landless people. 

Much of malaria control in Ce -ylon had been achieved by the time the UNTA 
program got underway. However, WHO, using UNTA funds, contributed to 
the control campaign by assigning an entomologist to the Mal: via Field Training 
Center from 1951 to 1954. He improved techniques used in training control 
personnel, initiated research, and organized a new laboratory—all essential 
measures for adequate maintenance of malaria control and eventual eradication. 
father exact statistical data exists on the health benefits of malaria control in 
Ceylon. . This data is available partly because the control campaign in Ceylon 
is one of the oldest countrywide campaigns in Asia. It is also noteworthy that 
in 1951 WHO used UNTA funds to assign to Ceylon a short-term consultant in 
health and vital statistics. Ceylon now has a vital statistics service which is 
unusually good for Asia, and significant statistical data are beginning to accumulate. 


INDIA (THE TERAI) 


Until 1949, attempts to settle and develop parts of the Terai region in northern 
India were fruitless, owing to the high incidence of malaria. At that time malaria 
control was begun. As malaria disappeared in the area under control over a 
!-year period, new settlement increased the population by 73 percent (from 
167,000 to 284,000); the area of cultivated land increased by 400 percent (from 
38,800 acres to 162,000 acres), with the value of land rising from nil to between 
200 and 300 rupees per acre; production of food grains rose by 130 percent (from 
1,551,000 maunds to 2,094,000 maunds); industrial undertakings (especially 
sugar and vegetable oil mills) rose in number from 11 to 29; construction of a 
hydroelectric plant brought electric power to villages; and many new homes and 
schools were built. 

Assistance given by WHO, using UNTA funds, included assignment of a 
malaria-control demonstration team to the area for 3 years, plus provision of 
equipment and supplies. The team consisted of a malariologist, entomologist, 
public-health engineer, public-health nurse, and health educator. 


TAIWAN 


Prior to the present malaria control campaigns in Taiwan, about 10 percent of 
the population, 800.000 persons, suffered from malaria each year. In 1952 Taiwan 
started a 4-year malaria-eradication program. Within 6 months (June to No- 
vember 1952) the malaria-parasite rate in infants dropped from almost 10 percent 
to 0.35 percent, and by 1954, in the area where spraying was first begun, no 
infants tested were infected. The malaria-eradication campaign has now been 
extended to all malarious parts of the island. 


Mr. Fenron. I think basically the World Health Organization was 
very much interested in infant mortality in these countries. I think 
if we can find out just what the infant mortality rate is in each of those 
years we can see whether or not the World Health Organization pro- 
gram is progressing to any degree. 

Mr. Wincox. Yes, sir. Of ¢ course, the World Health Organization, 
us you know, gives us some very direct benefits because of the quaran- 
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tine restrictions, which help keep diseases out of this country, and 
because of the internationalization of the standards and nomenclature 
on different kinds of drugs, so that if a sick man from the United States 
is in Tokyo or Bombay he can expect to get the same standard of drug 
now, which he could not have gotten years ago. 


RUSSIAN PARTICIPATION IN MULTILATERAL PROGRAMS 


Mr. Fenton. I am just wondering what the Russian situation with 
regard to this is. You say they are not a member now? 

Mr. Wiicox. No, sir. My assumption is they will come back into 
the World Health Organization before very long. I think they realize 
they are losing eround and losing benefits by not participating in these 
meetings. 

Mr. Fenton. Have they been prevented from coming back in 
legally? 

Mr. Witcox. No, sir. They have taken a rather hostile attitude 
toward all the specialized agencies over the past 7 or 8 years during 
the Stalin period. It has only been recently—in the last year or 2— 
that they have been willing to contribute to the technical-assistance 
program. They started contributing in 1953. 

They came back into UNESCO and the ILO. They had withdrawn 
from the ILO before the war. They withdrew from the WHO in 
1950 and did not come back. They have never been a member of the 
FAO. 

They criticized the ILO as an instrument of capitalist imperialism 
designed to enslave the workers of the world. I think that they feel 
now they can serve their national interest better by cooperating with 
countries in these organizations. 

Mr. Fenton. All right, Mr. Chairman. Thank you. 


DUPLICATION IN TECHNICAL ASSISTANCE PROGRAMS OF ICA AND U. N. 


Mr. Hann. We have gone over this program to some extent, but I 
still find myself a little uncertain as to the possible duplication between 
this centralized program of the United Nations Technical Assistance 
and the special appropriations that we make for all these separate 
U. N. agencies. So at the risk of again going over the ground we 
have tried to cover let us just take the World Health Organization 
as an example. 

WORLD HEALTH ORGANIZATION 


How much do we contribute outside of this program to the United 
Nations programs and to the WHO. 

Mr. Wiicox. Our contribution to the WHO—for this next year 
the regular WHO budget is $10.7 million, as I recall it. 

Mr. Hann. That is the world budget? 

Mr. Witcox. Yes, sir; the World Health Organization budget. 

Mr. Hanp. The total? 

Mr. Witcox. The total amount apart from the technical assistance 
funds. 

Mr. Gary. That is our part of the budget. 

Mr. Wiicox. No, sir; that is the total for the Organization. 

Mr. Hanp. How much do we contribute? 
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Mr. Witcox. Our contribution is around $3.3 million. 

Mr. Hann. What is that $3.3 million used for? 

Mr. Witcox. Well, sir, it is used for the regular budget of the 
Organization which is composed of activities generally for the benefit 
of the entire membership. It pays for the staff at Geneva. It pays 
for the upkeep of the buildings. It pays for travel and transporta- 
tion. It pays for certain technical functions which would be of 
benefit to the entire membership. 

On the other hand, the technical assistance program is so scheduled 
and so channeled that the money goes for projects in separate indi- 
vidual countries. All of the amount that is given to WHO under this 
technical assistance program—which is something over $5 million— 
will be divided up among the various countries who need help and 
will be channeled into those particular countries. 

Mr. Rooney. Will the distinguished gentleman from New Jersey 
yield at that point for a question? 

Mr. Hanp. Yes. 

Mr. Rooney. It does not, however, include the expenses of the 
United States mission to the Organization. 

Mr. Witcox. No, sir. 

Mr. Rooney. That is another expenditure; is it not? 

Mr. Witcox. That is correct, Mr. Rooney. 

For instance, when we sent our delegation to Geneva to the World 
Health Assembly, that did not come out of the World Health Organi- 
zation budget. It came out of our own conference expenditures. 

Mr. Hanno. Am I to understand that the appropriation which goes 
directly to the United Nations and thence to the World Health 
Organization, aside from what we are considering, this morning, is 
largely or entirely for administration expenses? 

Mr. Witcox. No, sir. There are certain programs which are of 
worldwide character. For instance, there is the epidemiological re- 
search; research in special worldwide diseases which need attention 
throughout the entire world, and the matter of pharmacological 
standards. 

Mr. Hanp. If I may interrupt, none of it is diverted to projects in 
particular countries? 

Mr. Wiicox. That is correct, generally speaking. 

Mr. Hanp. Under this particular program they operate in particu- 
lar countries on particular problems. Is that the general distinction? 

Mr. Witcox. That is the general distinction. For instance, on this 
matter of pharmacological standards and the problem of nomencla- 
ture, that is a problem which is worldwide. That problem would be 
handled in the regular budget. 

Mr. Hanp. But helping Costa Rica to get rid of mosquitoes would 
be a good example of the program we are now considering. 

Mr. Witcox. Yes, sir; technical assistance. 

Mr. Hanp. So the distinction is that this program is designed for 
particular problems in particular countries and the other program is 
on a worldwide basis, plus administration; is that about right? 

Mr. Witcox. I think that is generally true, sir. The World Health 
Organization does have some technical assistance in the regular 
budget, but generally speaking the distinction you make is right. 
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UNEXPENDED AND UNOBLIGATED FUNDS 


Mr. Hann. Are there unexpended and _ unobligated balances 
in this particular U. N. fund anticipated as of the end of the present 
fiscal year? 

Mr. Wiicox. Yes, sir. It is estimated that at the end of 1956 the 
unobligated carryover will be $873,000, which I think is not a large 
amount for an activity of this kind. 

Mr. Hanp. Do you have another figure there on the unexpended 
amount? 

Mr. Witcox. The unexpended balance at the end of this year will 
probably be approximately $6 million, but there are contracts that are 
entered into that will be fulfilled in the first part of next year, which 
will be paid out of these funds, and which are kept in reserve for such 
commitments. 

Mr. Hann. The difference, in round figures, of about $5 million 
is obligated. When you say “obligated” do you mean contractually 
obligated or allocated or reserved by your department? 

Mr. Witcox. Well, sir, there is a difference between our con- 
gressional use and our governmental use of the term “obligated” and 
the use of that term in the United Nations. 

As I understand it, in the United Nations the definition is a more 
strict one. It relates to goods received and services rendered. In 
our terminology when we enter into a contract we consider that that 
money has been obligated. In the United Nations that is not the 
definition which is used. 

Mr. Hann. What are we dealing with here with respect to that 
difference of about $5 million? Is it contractually obligated, so that 
we legally owe the money to somebody? 

Mr. Witcox. Yes, sir. 

Mr. Hanp. Or is it reserved or allocated? 

Mr. Wixcox. It is obligated and probably most of it will be spent 
during the first half of the next year. 

Mr. Hanp. I am trying to find out how you use the word “obli- 
gated.”’ Is it contractually obligated? Have we contracts which 
require us eventually to pay that money, or is it merely allocated and 
reserved and planned to be spent? 

Mr. Wiucox. No, sir. It is actually contracted for. There are 
goods that have been received or services that have been rendered 
and which will be paid for during probably the first part of the next 
year. 

I should not confuse myself and the committee by referring to it, 
but there is a difference in the terminology here which is sometimes 
confusing to people who are trying to find out just where these amounts 
stand. 


AMOUNT OF UNITED STATES AND OTHER COUNTRIES CONTRIBUTIONS 


Mr. Hanp. We were encouraged to hear you say that the percent- 
age of the United States contribution to this U. N. program has been 
decreasing of late years. It now has reached approximately 50 
percent of the total; has it not? 

Mr. Witcox. Yes, sir. 

Mr. Hanp. May I ask you what is the Russian contribution? 

Mr. Witcox. The Russian contribution has been —— 
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Mr. Hann. Percentagewise. 

Mr. Witcox. It has been 4 million rubles a year. That is about 
$1 million, which would run about 3 percent of the total. 

Mr. Hanp. The Russian contribution is 3 percent and ours is 50 
percent? 

Mr. Witcox. Yes, sir. 

Mr. Hanp. What is the contribution of the United Kingdom? 

Mr. Wriicox. The United Kingdom in 1956 has provided $2.24 
million, which runs something over 8 percent. 

Mr. Hanpb. France? 

Mr. Witcox. France is something over 5 percent; 5.36 percent. 

Mr. Hanp. On the floor of the House there has been expressed an 
arbitrary figure that the United States contribution should not exceed. 
On 1 or 2 occasions the Williams’ amendment was adopted, which 
would limit the contribution of the United States to any United Na- 
tions program to an arbitrary figure of 3344 percent, instead of some- 
times 70 percent which we now contribute. 

Is there any attempt being made to continually bring down the 
percentage of our contribution to this program? 

Mr. Wiicox. Yes, sir. We are watching that. I think we have 
made considerable progress. 

When we started out in the United Nations 10 years ago, Senator 
Vandenberg as our representative in the General Assembly took the 
view that in normal times the United States ought not to contribute 
more than 33% percent. 

Mr. Hanp. In normal times they ought not to? 

Mr. Witcox. They ought not to. 

Mr. Hann. They ought not to. 

Mr. Witcox. But in certain operational programs we would go 
higher because of our capacity to pay and because of the war dev- 
astated conditions in other countries and so on. 

Mr. Hann. Yes. 

Mr. Witcox. Since that time we have been trying to get the per- 
centage down. 

For instance, the Children’s Fund contribution was 72 percent and 
we have gotten that down to 55 percent. 

Mr. Gary. If you will excuse me; there again some of those funds 
are matched by localities. 

Mr. Wiicox. Yes, sir. 

Mr. Gary. Consequently our contribution to the total amount 
spent is less than the 33% percent. 

Mr. Witcox. Thank you, Mr. Chairman. 

Mr. Hanp. That does not make any difference with respect to our 
relative contribution compared to other countries in the program. 
The same things would affect them all. That does not affect the fact 
that we contribute ten times as much as France, for example. 

Mr. Gary. No. That is absolutely correct. I was just trying to 
get that fact into the record. We do not contribute 50 percent of the 
total amount spent. We contribute 50 percent of the United Nations 
central fund. 

Mr. Hanp. There are 1 or 2 items in your justifications I should 
like to make brief reference to. 
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UNESCO’S WORK IN IMPROVING SCHOOLS 


The second paragraph on page 4-213 says: 


UNESCO has assisted governments to build up and adapt to modern conditions 
school systems that in many cases are inadequate— 


and so forth. Have you any illustrations of that statement? 

Mr. Witcox. No, sir, I do not at the moment. I can find them. 
I know UNESCO helps in many cases to rebuild institutions of learn- 
ing and has helped encourage and develop ways and means of rebuild- 
ing and developing libraries in the devastated areas after the war, and 
that sort of thing. 

I cannot give you at the moment an example of that, but I can get 
it for the record. 

Mr. Hanp. Are we actually rebuilding any schools? 

Mr. Witcox. No, sir. The funds available for UNESCO of course 
would not permit it to get into any extensive building program. 

Mr. Hanp. I would not assume so. 

Mr. Wiucox. Yes. 


Mr. Hanp. Please give some illustrations of what you mean by 
that in the record. 

Mr. Witcox. Yes, sir. 

Mr. Hanp. There is quite a philosophical cleavage in the House 
right now as to whether or not the United States should spend money 
for schools for the States of the Union. 

Mr. Witcox. I think you will readily agree that the funds available 
for these organizations would not let them get into any comprehensive 
programs of that character. 

(The following information was subsequently supplied :) 


EXAMPLES OF UNESCO’s Work IN IMPROVING ScHOOL SYSTEMS 


In Ecuador, marked progress has been seen in the development of Quito Normal 
Schools and their annexed schools of application, staffed by instructors trained in 
the teaching methods introduced by the UNESCO mission. The new teaching 
methodology—described as the plan of associated professors, has covered both the 
student-teachers attending the normal schools and annexes, as well as teachers 
on the job. UNESCO used the training schools in Quito as a testing ground for 
new and improved teacher-training methods. In 1954, the reform of the school 
system was extended to the Provinces through the organization of inservice and 
emergency training courses and seminars. Further training programs concen- 
trated on techniques of teaching basic sciences in schools. In 1955 these reforms 
were extended still further to the Provinces, for the benefit of the country as a 
whole. 

In Bolivia, using a model school in La Paz, UNESCO thoroughly tested a 
teaching method designed to stimulate the pupils’ interest and thereby accelerate 
the process of learning to read and write. The results obtained both in the adapta- 
tion to pupils and its operation by student teachers encouraged the Government 
to have the new method extended throughout the country. In 1955 UNESCO's 
emphasis was on the gradual spread of the teaching reforms to teacher establish- 
ments and primary schools in the provinces of the country. 

In El Salvador, where the lack of trained teachers for primary schools posed a 
serious problem, UNESCO introduced on a trial basis a multiple-class teaching 
method in 1953 in three primary schools. Teachers were given special training 
in the new method during holiday periods by local personnel working in close 
association with the UNESCO mission. In 1954, with the help of equipment 
supplied both by the Government and UNESCO, the multiple-class teaching 
technique was operating successfully in over 80 primary schools. In 1955 the 
method continued to be extended to other schools in the country. 
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TRAINING WITHIN INDUSTRY UNDER ILO 


\{r. Hanp. In the next program you state that the ILO has been 
particularly successful in the field of training within industry. Our 
own Labor Department program on training within industry is not 
particularly successful; at least, in some areas of the country. 

Do you have any illustrations of what you mean by that statement? 

Mr. Witcox. I know they have done a considerable amount in 
Yugoslavia. I am not very well equipped to give you the details on 
type of ILO activity. 

Mr. Hanp. Do they have essentially an apprentice program of 
‘raining young men how to be better lathe operators and so forth? 

Mr. Witcox. Well, sir, I went into this a little while ago and ex- 
plained how in a number of countries the ILO people were helping the 
countries in setting up technical training programs. They lack 
technicians in almost all areas of human endeavor. This has been, we 
felt, the most fruitful way that the ILO could give its technical assist- 
ance to the underdeveloped countries particularly. 

Mr. Roseman. May I add something, sir? 

This is the program of training within industry, the program that 
Chan Dooley of the Standard Oil Company of New Jersey originally 
developed, which was picked up after our United States wartime 
experience by ILO. It is not really an apprenticeship program but 
more of an on-the-job training program for adult employees. 

Mr. Hanno. You used as an example the success of the program in 
Yugoslavia. Is that where the training is concentrated to any 
extent? 

Mr. Wricox. No, sir. If I may refer to the program as it is 
described in the report: 

In Yugoslavia, a new orientation was given to the program of training for men 
and supervisors, the emphasis being shifted from training abroad to training 
withing the country. The Government was provided with assistance in organiz- 
ing &@ management training center at Zagreb intended to cater to the needs of 
different grades of supervisory and management staff. Following similar courses 
in previous years, another regional training course for directors of vocational 
training institutions from Latin American countries was organized in 1955—— 


it is that kind of thing, sir. I am not equipped to testify in detail 
on the character of the work of ILO in the field. For instance, they 
helped establish the two training centers for labor administration in 
Turkey and Mexico. These things are done at the request of the 
country which feels it has a need to develop along certain lines, and 
ihe organization agrees to help. 


RESULT OF IMPROVING UNDEVELOPED COUNTRIES 


Mr. Hanp. Do vou think it is reasonable to suppose it will be to 
the ultimate benefit of the United States if we completely succeed 
in teaching the Yugoslavs how to become better mechanics and better 
technicians? 

Mr. Witcox. Yes, sir; I think so. I think our civilization is 
developing in such a way that it is of interest to the United States and 
in the interest of world peace to have better living conditions in other 
parts of the world. 

Mr. Hann. Let me ask you right there 

Mr. Witcox. Yes, sir. 
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Mr. Hanp. Is it your thought and the thought of the department 
that by the method of improving living conditions all over the world 
or in as many parts of the world as we can—using the example of 
teaching the Burmese how to maintain diesel engines, for example— 
that by so increasing the standard of living and technical knowledge 
of peoples throughout Asia and the world that is about the best 
guaranty we could have of world peace in the future? 

Mr. Wixcox. Yes, sir; I think these countries have a very natural 
yearning for progress and for development and they very naturally 
look to us as the leader in the field of technology for assistance, and 
they look to the United Nations as the coordinating center of this 
sort of activity. 

Mr. Hanp. Have you considered that in the history of warfare in 
the past, generally speaking, history has indicated that wars and cer- 
tainly the most important wars have broken out between those coun- 
tries which were the most technically advanced and the most 
prosperous? 

Mr. Witcox. Yes, sir; I have speculated on that interesting 
thought. I have also thought about the fact that our relations with 
other countries in trade and in commerce developed as they became 
industrialized and as they developed their own resources and pur- 
chasing power. 

I cannot see how we could expect to live in a world of peace and good 
will unless these countries that are undeveloped continue to make some 
progress toward the goal which their leaders must promise to their 
people if they retain their power. 

Mr. Hanp. You believe international trade between countries 
which are developing has a tendency to establish and maintain peace? 

Mr. Witcox. Yes, sir. Yes; I think we have to realize, of course, 
as relations among nations or between nations develop you also have 
the possibility of developing frictions, but the world has grown so 
small that I do not see how you can avoid that now. It seems to me 
that all we can do is to develop ways and means of reducing frictions 
and of easing tensions and establishing machinery to settle disputes 
when they arise. I do not think the answer lies in aloofness or iso- 
lationism. 

Mr. Hanp. Have you in mind the high rate of technical advance- 
ment and the relative prosperity and very vigorous trade between 
France and Germany, which nevertheless was marked by the Franco- 
Prussian War, World War I, and World War II? 

Mr. Witcox. Yes, sir; I think that is entirely possible. Compe- 
tition may develop and may embitter relations among nations. 

But I think the answer lies not in confining countries to their 
present meager limitations but in helping them through technical 
assistance to achieve the standards to which they aspire and to which 
their people are entitled as human beings. 

Mr. Hanp. Now you are putting it on a humanitarian basis rather 
than a basis which would help you maintain the security and physical 
integrity of the United States. 

Mr. Witcox. Well, I certainly would not want to erase the humani- 
tarian factors from my consideration, sir. I think they are very im- 
portant. The humanitarian element has always been an important 
element in American policy from the beginning of our Republic. 
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Mr. Hawn. Have you, finally, considered if after a long period of 
years we are quite successful in teaching our know-how, for example 
mechanically and agriculturally and otherwise, to the population of 
1 billion or so of Asia that we might not create ultimately a situation 
which would endanger the United States? 

Mr. Wixcox. Well, sir, I suppose there is a possibility of that. 
I do not think the possibility of danger in this direction is as great as 
the danger which confronts us in connection with our refusal to cooper- 
ate and help other countries. Particularly in view of the competition 
which we face in the cold war between the Soviet Union and the United 
States. 

Mr. Hann. That competition raises an interesting point. 


RUSSIAN CONTRIBUTIONS 


If Russia can afford, as she is reported to have said she can, to 
advance in excess of $1 billion to one small country, Egypt, for the 
building of a dam, could she not afford to contribute more than 3 per- 
cent of the total cost of this technical assistance program? 

Mr. Witcox. Yes, sir; I think she probably could, and it may be 
that the future will see her making a larger contribution to the techni- 
cal assistance program. 

I would not be at all surprised if she would raise the amount she is 
now contributing. 

Mr. Hanp. That is all. Thank you. 


DEVELOPMENT OF REQUIREMENTS 


Mr. Fenton. During Congressman Hand’s interrogation he tried to 
develop the difference between these various programs that you have. 
Now you say the United Nations fund is utilized worldwide and these 
funds are specialized. Is that correct? 

Mr. Wiuicox. That in general, sir, is the distinction. 

Mr. Fenton. How do you develop these programs for these various 
organizations in this particular request today? 

Mr. Wiicox. Well, sir, the Technical Assistance Board, which is 
made up of representatives of each one of these agencies, meets in 
New York, and on the basis of what they think will be available in the 
way of funds and on the basis of what they understand the needs of 
the countries to be they set up certain targets or goals for the year for 
different countries. They send these suggested targets to the coun- 
tries involved, so that the United Nations’ resident representative 
can talk them over with the local officials and with the officials of the 
United States Government that are concerned. 

Mr. Fenton. I understand that all right. In Mr. Hand’s inter- 
rogation you said that you are asking for $10 million, for instance, for 
the World Health Organization. 

Mr. Witcox. That is the total budget, sir, yes. 

Mr. Frnton. In addition to this $5 million. 

Mr. Witcox. Yes, sir. Our contribution to the World Health 
Organization regular budget is something over $3 million, sir. We 
are asking for an amount which will enable the Technical Assistance 
Board in New York to contribute about $5 million to the World Health 
Organization for the kinds of programs we have been talking about. 
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Mr. Fenton. This program, then, as indicated today, is requested 
by various countries. 

Mr. Witcox. Yes, sir. 

Mr. Fenton. And your World Health Organization as such in the 
United Nations organization has its own program. 

Mr. Witcox. Yes, sir; of which this is an integral part. The 
money that comes from this technical assistance program supplements 
the funds available to the World Health Organization. 

Mr. Fenton. Then instead of having a 2-way program you have a 
3-way program. You have 1 from the parent United Nations program; 
you have 1 from the specialized program; and you have 1 from your 
technical-assistance program. 

Mr. Wiicox. No, sir. I am sorry if I have confused the record. 

There are two sources. The technical-assistance funds, a portion of 
which will be diverted to the World Health Organization, is one; and 
the regular World Health Organization budget, which runs to some- 
thing over $10 million, is the other. From this fund they would get 
about $5 million. 

Mr. Fenton. Who determines our percentage? 

Mr. Witcox. That is determined by the World Health Assembly, 
which has the authority to determine the budget and to apportion 
the amount as among the various countries. 

Mr. Fenton. The World Health Assembly tells us how much we 
have to give. Is that correct? 

Mr. Witcox. No, sir, not precisely. Congress has indicated from 
time to time that there are limits, and the World Health Assembly has 
normally respected those limits. 

Mr. Fenton. I think I notified them in their first meeting that they 
had better be careful about that. 

Mr. Wiicox. Yes, sir. 

Mr. Frenron. Because there was a limit to what the United States 
could contribute. 

Mr. Wixtcox. Yes, sir. As you appreciate having taken part in 
the work of the Organization, there is a kind of automatic thermostat 
in that other countries are limited as to what they can contribute. 

Mr. Fenton. I was very much impressed at that particular meeting, 
at which it was determined how much the United States should pay 
in the WHO program, by the fact that Russia sat in on it and, believe 
me, she had a lot to say at that time. 

Mr. Wiicox. We have been able to handle the situation pretty 
well, though, sir, in these agencies and in the United Nations generally. 

Mr. Fenton. That is all, Mr. Chairman. 


RECEIPTS AND DISBURSEMENTS 


Mr. Taser. Could you give us the total receipts of this Organization 
to date, and the total disbursements so far this calendar year? 

Mr. Witcox. Yes, sir. Just a moment ago while you were out, 
Mr. Taber, I put into the record a statement of the contribution we 
had made and the contribution the other countries had made. Per- 
haps that did not show the unexpended balance. I would be glad to 
furnish for the record another statement of the type you ask. 

Mr. Taser. All right. 

(The information is as follows:) 
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UniTED Nations ExpaNpED TECHNICAL ASSISTANCE PROGRAM 


Cash receipts and disbursements, Jan. 1, 1956—-May 31, 1956 


Funds in obligated status to cover unliquidated 1955 and 1954 obliga- 
NO sarah ec ot te tre trate eelacaran ge cae as ae oe eeetes a orks can ea eae at ae _ $6, 678, 550 
Unobligated funds, Jan. 1, 1956 6, 050, 000 
Total cash on hand Jan. 1 2, 728, 550 
Collections i in 1956 to May 31, 1956: 
$12, 492, 248 
1, 922, 752 
14, 415, 000 
27, 143, 5: 50 
E xpenditures as of May 31: 
Liquidation of prior year obligations-~....--~--- . $3, 312, 000 
Liquidation of 1956 obligations... ..........---- 9, 368, 000 


Total expenditures as of May 31 12, 680, 000 
Cash on hand May 31 14, 463, ! 550 
Unliquidated obligations as of May 31: 
Prior year $3, 366, 550 
10, 730, 000 


14, 096, 550 


367, 000 


ADMINISTRATIVE COSTS 


Mr. Witcox. Before you leave, sir; let me say that you asked 
earlier about the administrative costs of the program. I have here 
a chart which shows how much the administration of the program 
and the various agencies runs to. 

With your permission I should like to leave that for possible inser- 
tion in the record. It shows by bar graph how snc is spent on 
administrative costs. 

Mr. Gary. We are glad to have this for the committee, but I do 
not believe it should go in the record. 

Mr. Wixcox. It might not be practical for printing. 

Mr. Gary. It looks as if it would be rather difficult to print. 

Mr. Witcox. Yes, sir. 


RUSSIAN CONTRIBUTION 


Mr. Ferernanpez. Is the amount contributed by the Russians 
contributed in rubles? 

Mr. Witcox. Yes, sir. 

Mr. Fernanpez. Are any strings attached to it? 

Mr. Witcox. There were, sir, at the beginning. In 1953 the 
Russians insisted that none of the funds which they contributed 
should be channeled through the specialized agencies. Those strings 
have now been removed, as I understand it. 

There are two limiting factors now, really. They are that first 
the money is contributed in rubles, a nonconvertible currency, and 
therefore the ways and means by which it can be spent are certainly 
limited; and, secondly, countries that might possibly receive Russian 
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experts of course have to agree and have to ask for the Russian 
experts. No experts are sent into any country where they are not 
wanted. 

Mr. Fernanpbez. In other words, the rubles cannot be used unless 
they are used for Russian experts and Russian people in that par- 
ticular country. 

Mr. Wiucox. Yes, sir; that is correct except that some of the 
funds have been spent for equipment, of course, from the Soviet 
Union. 

Mr. Frernanpez. The same thing applies there. It must be Soviet 
equipment. 

Mr. Witcox. Yes, sir. 

Mr. Fernanpez. None of the other countries make that kind of a 
demand. 

Mr. Wiicox. Well, if you will permit me to say so, sir, I am rather 
glad that the Russians have contributed in rubles, because it limits 
the w ays in which their money can be used. I w ould just as soon, 
personally, have them continue to contribute in the nonconvertible 
currency. 

Mr. Fernanpez. You did not answer my question. None of the 
other countries make use of that requirement? 

Mr. Wiucox. No,sir. There are about 19 countries that contribute 
in nonconvertible currency. 

Mr. FerNanvez. But the question is: Do they make that demand, 
that it must be spent for experts of their own countries? 

Mr. Witcox. The way the program operates that is the-only way 
you could spend that kind of funds. 

Mr. Fernanpez. Nonconvertible funds? 

Mr. Wiicox. Because the experts, if there are Russian rubles 
available, would be paid for with them. The‘rubles could not be 
used to pay American experts or British experts. ‘The only ones who 
would want Russian rubles, presumably, would be Russian experts 
going from the Soviet Union. 

Mr. Fernanpez. You say it might be advantageous that the rubles 
cannot be used so readily. What is becoming of the rubles if they 
are not used for this purpose? 

Mr. Wiicox. Well, they have accumulated, sir. There are only 
about 4 or 5 million dollars worth of those, as I pointed out. About 
$200,000 of them have been spent. Some of the strings have been 
taken away so that they can now be spent through the specialized 
agencies. 

Mr. Fernanpez. In view of those circumstances it does not make 
a very great difference whether Russia contributes 3 percent or 33 
percent? 

Mr. Witcox. No, sir; except that if you had a large ruble fund 
accumulating there would be some pressure to use it. That perhaps 
would not be most desirable. 

Mr. Frernanpsxz. In other words, you intimate that we should not 
make any demand that Russia increase its contribution in view of our 
large contribution and in view of their ability to contribute as shown 
by the offer to give a billion dollars to Egypt and other countries. 

Mr Wiucox Personally I am not disturbed because the Russian 


are not contributing more We could of course insist upon it, but this 
is a voluntary program. 
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Mr. Fernanpez. Off the record. 
(Discussion off the record.) 


COORDINATION OF UNITED NATIONS AND UNITED STATES PROGRAM 


Mr. Fenton. I hate to impose on the time of the committee, but I 
know Dr. Roseman personally, having been with him over in Geneva. 
As I understand it, he is the Director of the Office of Public Services 
of the International Cooperation Administration and as such he gives 
instructions to the United States missions on coordination of United 
Nations and United States programs. 

I wonder if Mr. Roseman would give us an idea of what kind of 
instructions he gives to those missions. 

Mr. Roseman. Mr. Chairman I would be glad to respond to Dr. 
Fenton’s request, if I can, by stating briefly what these coordinating 
arrangements are, since the committee has asked about them several 
times during the hearings. 

In the first place, when we start out a bilateral program the first 
question we ask a country is: What can your country do for itself? And 
secondly, What can you get from other resources, such as the United 
Nations technical assistance program, the Colombo plan and so forth? 

Our interest only starts at the point where the country has shown 
what it can do for itself and what help it can secure from other sources, 
before it requests any United States assistance. 

We have set up coordinating machinery which is working quite 
well in every country in which the two programs—the United Nations 
and the United States technical assistance programs—are functioning. 
This is the coordinating machinery by which there is advaace planning 
between the United States mission and the United Nations representa- 
tive. Each year there are two relatively formal meetings between 
the United States and United Nations people in each country, and 
there are intermittent informal meetings as occasion requires. There 
is also a regular process of reviewing requests when they come into 
Washington from the United States side and when they come into 
New York on the United Nations side. 

With your permission, sir, I should like to offer for the record the 
exact instructions which have been sent to the United States repre- 
sentatives, to all of the USOM’s, as we call them, on coordination 
with the United Nations program. I have a copy of an unclassified 
cable here. Perhaps you would like to have it in the record. 

Mr. Gary. Without objection, it will be inserted in the record 
at this point. 

(The information is as follows:) 


US-UNTA CoorbINATION—INSTRUCTION TO USOM’s 


At a recent FOA meeting with the U. N. Technical Assistance Board (represen- 
tatives of the U. N. Secretary General and the various U. N. agencies participating 
in the U. N. technical-assistance program) there was general agreement that 
significant improvement had been achieved in field relationships between United 
States and U. N. activities, particularly with regard to specific problems. At the 
same time, it was also agreed that there is increasing need for additional overall 
program coordination through more comprehensive advance exchange of informa- 
tion on program objectives and priorities on a country basis. Discussion brought 
out the desirability of such overall coordination very early in the program pl: inning 
process. This is of special significance because of ‘the increased UNTA emphasis 
on country programing. To accomplish this, it was agreed that both field and 
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headquarters staffs would benefit from periodic informal United States-U. N. 
field staff meetings to exchange information on the entire range of program plans 
and problems in each country, to be summarized in short informative report to 
headquarters. 

The basic responsibility in program planning is in the host government. 
Differences in governmental capacity mean that the possibilities of coordinated 
program planning, which will make effective use of the technical assistance 
available through both bilateral and multilateral sources, vary from country to 
country. 

Host governments should understand that these meetings are held for informal 
exchange of ideas at the very early stage of planning in order that United States 
and U. N. will be better able to help the governments coordinate their own devel- 
opment programs. While the extent to which representatives of the ne 
government should participate in these meetings should be determined locally, 
is obviously important that no impression be given that these meetings represe nt 
the formulation of country development plans by United States and U. N. 
advisers, independent of the host government. 

In view of the FOA and U. N. programing cycles, May and October would 
appear to be the most suitable months in which to hold such periodic meetings 
on a regular basis. Supplementary meetings should be arranged as required. 

If both UNTA and the United States are providing technical assistance to a 
government in the same or in closely related fields, there should be advance 
discussion of the general content of the advice to be provided under the multi- 
lateral and bilateral programs so as to avoid conflicting advice to the government. 
If there are significant differences of the conceptual approach or of the methodol- 
ogy between the two programs, the U. N. and the United States representatives 
should either: 


(a) Achieve advance agreement among themselves which resolves any 
significant differences. 

(b) Jointly present the two viewpoints to the host government so that it 
may decide whether it wishes to utilize two approaches on an experimental 
basis (presumably in different geographic areas), to choose one, or to select 
elements of each. 


Similar instructions are being issued through the U. N. Technical Assistance 
Board to all appropriate U. N. officials in the field. 


Code room: Please send as circular A—231: 


3 Addis Ababa 5 Kabul 7 Quito 

6 Amman 8 Karachi 10 Rio de Janeiro 

4 Ankara 6 Katmandu 10 Rome 

3 Asmara 8 La Paz 4 Saigon 

10 Asuncion 5 Lima 9 San Jose 

10 Athens 5 Lisbon 3 San Salvador 

5 Baghdad 12 London 7 Santiago 

3 Bangkok 7 Madrid 6 Taipeh 

6 Beirut 5 Managua 4 Tegucigalpa 

4 Belgrade 10 Manila 10 Teheran 

5 Bogota 6 Mexico City 8 Tel Aviv 

10 Bonn 5 Monrovia 6 The Hague 

6 Brussels 3 Montevideo 6 Tokyo Msn. 

8 Cairo 8 New Delhi 5 Tripoli 

4 Caracas 3 Oslo 9 Vienna 

4 Ciudad Trujillo 10 Panama City 3 Vietiane 

4 Copenhagen 3 Paramaribo 6 CINCREP SEOUL 
5 Djakarta 15 Paris Msn. FOATO A-610 
3 Georgetown 10 Paris USRO 6 CINCUNC TOKYO 
6 Guatemala City 3 Phnom Penh FOATO A-610 
3 Habana 10 Port Au Prince 


Mr. Fenton. Thank you. 
Mr. Gary. Thank you, Doctor. 
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WEDNESDAY, JuNE 20, 1956. 
Unirep Nations CHILDREN’s FuNp 
WITNESSES 


FRANCIS O. WILCOX, ASSISTANT SECRETARY OF STATE FOR 
INTERNATIONAL ORGANIZATION AFFAIRS 

WENDELL B. COOTE, INTERNATIONAL ADMINISTRATION OFFICER, 
BUREAU OF INTERNATIONAL ORGANIZATION AFFAIRS 

R. AMMI CUTTER, CONSULTANT TO THE DIRECTOR, ICA 

JOHN E. MURPHY, CONTROLLER, ICA 


Mr. Gary. It has been mentioned that the Children’s Fund is a 
similar program to the one we have just considered. I believe we 
should take up at this time the United Nations Children’s Fund. 

Mr. Witcox. Yes, sir. 

Mr. Gary. Will vou testify with respect to that program? 

Mr. Wiicox. Mr. Chairman, I am sorry to say that I will. I am 
sorry because Dr. Martha Eliot, who is our representative on the 
Executive Board of the Children’s Fund and who is an expert in this 
field in her own right, had planned to be here but is necessarily 
[detained] out of the city and could not come to the hearing. 

I shall be glad to present for the record a statement which she had 
prepared for delivery, and to summarize that statement briefly for 
the committee. 

Mr. Gary. We have the same situation with reference to the United 
Nations Children’s Fund that we have with reference to the United 


Nations technical assistance program. This program also is operated 
on a calendar year basis. Last year we appropriated $14.5 million 
for an 18 months’ period, which carries the appropriation up to 
January 1, 1957. 

We have before us at the present time a request for $10 million for 
the program from January 1, 1957, through December 31, 1957. 

Mr. Witcox. That is correct, sir. 


GENERAL STATEMENT 


Mr. Chairman, the request of the administration for this program 
as you pointed out, is $10 million for a contribution through the 
calendar year 1957. 

This marks the 10th anniversary of the United Nations Children’s 
Fund, which is known throughout the world by the familiar symbols 
UNICEF. 

I think it is fair to say that not only has the organization made a 
valuable contribution toward the improvement of health and welfare 
services of children during this 10-year period, but it has been one of 
the most effective means of bringing about international cooperation 
and understanding among freedom-loving peoples everywhere. 

Anybody who goes to the United Nations cannot help but be 
impressed with the tremendous enthusiasm there is in the halls of that 
organization for this program. I think it speaks well for the efforts 
of those who have attempted to continue the program in an effective 
way. 


78669—56 48 
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The Children’s Fund is a voluntary program, as you know. No 
government is obligated to contribute to it. Yet throughout the 
years it has increased in popularity to the point where this last year 
some 71 countries pledged approximately $15 million to the program. 

I might add here, in connection with remarks made earlier about 
Soviet participation in United Nations programs, that the Soviet 
Union announced a pledge to UNICEF for the first time in 1955 of 
2 million rubles, which is the equivalent of $500,000. They have 
made a similar pledge for 1956. 

Over the years the United States has been able to get its contribu- 
tion down from a maximum of 72 percent in the beginning to 57.5 per- 
cent in 1956. An additional reduction in our percentage to 55 percent 
is proposed for 1957. 

There is a small increase, Mr. Chairman, in the amount of $300,000 
that is being requested, which is to take care of two developments 
which I shall refer to ver y briefly later in my comments. 

We find in connection with the Children’s Fund that the same prin- 
ciple holds true that you pointed to in connection with the technical 
assistance program. ‘The amounts that states locally contribute 
in the way of transportation costs, personnel services and supplies and 
equipment have gradually been growing, so that this past year the 
local contributions comprised two-thirds of the program. This 
means, if you take all of these funds into account, that the United 
States is contributing some 22 percent of the money that goes into the 
Children’s Fund from all available sources. 

I might say just one word about the division of authority between 
the Children’s Fund and the WHO and the FAO. Every effort is 
made to have these organizations work closely together. ‘The Chil- 
dren’s Fund provides the supplies and equipment which are not locally 
available. The WHO and the FAO furnish technicians but they do 


not engage in supply programs. 
AREAS OF ACTIVITY 


In 1956 the principal areas of activity in the Children’s Fund are 
the following: 

First, basic maternal and child health and welfare services, includ- 
ing the establishment of rural health centers and clinics and the train- 
ing of nurses and midwives. 

Second, mass health campaigns against such crippling and killing 
diseases as malaria, yaws, tuberculosis, trachoma, and leprosy. 

Third, activities to improve nutrition, including long-range child- 
feeding programs and the increased production and use of milk. 


DEVELOPMENTS IN 1955 


There were two developments in 1955 which are of particular 
significance and which might be of interest to this committee. 

The first of these, which I alluded to a moment ago, was the inten- 
sification of the malaria control program in order to assure the eradi- 
cation of this serious disease. Public Health experts have become in- 
creasingly alarmed that malaria soon will not be susceptible to control 
because of resistance to DDT of some of the malaria-bearing mos- 
quitoes. A major effort, therefore, was considered to be necessary 
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and the countries involved are redoubling their efforts to try to elimi- 
nate malaria in the next year or so. 

The second development is the increased emphasis on leprosy-con- 
trol programs which have been of very deep interest to a good many 
countries. It now appears possible that we can look forward in time, 
to complete elimination of leprosy in the world. 

To indicate the scope of the program I will simply give you a few 
statistics that bear on this point. A total of 264 programs in 92 
countries and territories was assisted in 1955. Over 31 million 
children and mothers directly benefited from the mass health and 
long-range feeding programs. 

A great deal, Mr. Chairman, has been accomplished by UNICEF 
in the 10 years of its existence. I think anybody who sees the film 
Assignment Children that Danny Kaye has produced will agree that 
UNICEF brings great benefits to children in various parts of the 
earth. 

There are just a few tables which I should like to leave for the 
record, Mr. Chairman; things that the committee has in the past 
indicated an interest in. 


STATEMENT OF DR. MARTHA ELIOT 


First, if you would permit me, I should like to leave the complete 
statement of Dr. Eliot for the record. 
(The statement is as follows:) 


UNITED NATIONS CHILDREN FUND 


STATEMENT OF Dr. MartTHA Exiot SuURMITTED TO THE House COMMITTEE ON 
APPROPRIATIONS 


It is a pleasure, Mr. Chairman, for me to appear before this committee again 
to report to you on the continuing achievements of the United Nations Children’s 
Fund, in connection with the request of $10 million for a contribution to the 
calendar year 1957 program of the fund. 

This year marks the 10th anniversary of the United Nations Children’s Fund 
which is known throughout the world by the familiar symbols UNICEF. Not 
only has UNICEF made a valuable eontribution toward the improvement of 
health and welfare services of children during this 10-year period, but it has 
been one of the most effective means of bringing about international cooperation 
and understanding among freedom-loving peoples everywhere. The tangible 
benefits which this humanitarian program has brought to millions of needy 
children and families have demonstrated that many of the more fortunate peoples 
of the world, often in far distant countries, are interested in helping the less 
fortunate improve their conditions. 

Orizinally established as an emergency operation to help meet the terrible 
conditions of hunger and want among children in Europe following World War 
II, UNICEF has devoted practically its entire resources in recent years to assist- 
ing the less advanced countries in Asia, Africa, and Latin America in the develop- 
ment of permanent child health and welfare services and in the control and eradica- 
tion of debilitating diseases. 

UNICEF: is strictly a voluntary program. No government is obligated to 
contribute to it. Yet, despite the fact that UNICEF dropped its emergency 
character several years ago, support for the program has grown steadily both in 
the number of nations contributing and in the amounts pledged. In 1951, for 
example, 35 countries contributed $10,400,000. For 1955, 71 countries pledged 
approximately $15% million. This is eloquent testimony to the soundness of its 
conception and the success of its operation. 

The United States can be proud of the leading role that it played in the estab- 
lishment of UNICEF and of the generous assistance it has given to the fund since 
its inception. From 1946 through 1955 this Government contributed a total of 
$114,531,000. In addition, in accordance with last year’s authorization and 
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appropriation for an 18-month period, the United States has pledged another 
$9,700,000 for 1956. Other governments, which have increased their contributions 
to the program by 122 percent between 1952 and 1955, are to be commended too. 
As a result, the United States has been able to reduce the percentage of its con- 
tribution from a maximum of 72 percent in 1952 and prior years to 57.5 percent. 
in 1956 while at the same time total funds available to the program have increased. 
This is a healthy situation, for it indicates that the program is truly a multilateral 
one enjoying wide support. An additional reduction in the United States per- 
centage to 55 percent is proposed for 1957. Again it is anticipated that this 
reduction will not result in any curtailment of the UNICEF program. 

Of even more importance than their contributions to the central account are 
the significant amounts which the governments receiving aid are committing to 
projects in local currencies and in such other form as local personnel, services, 
transportation and locally available supplies, equipment and facilities. Of the 
total funds that go into UNICEF-aided programs, about one-third are provided 
from the central account. Local contributions comprise the remaining two- 
thirds. In 1955, for example, the recipient governments committed $25.7 
million in local contributions. Since governments other than the United States 
also contributed more than $6 million to the central account, the resultant propor- 
tion of the United States contribution to total government contributions to 
UNICEF from all sources is 22 percent. 


UNICEF works in close conjunction with the World Health Organization’ 


(WHO) and the Food and Agriculture Organization (FAO), which are concerned 
generally with matters of health and nutrition, respectively. There is a clear 
division of responsibilities among these organizations. UNICEF provides the 
supplies and equipment which are not locally available; while the WHO or FAO, 
as appropriate, furnishes the technical assistance and know-how requested by 
the governments in the planning and execution of the programs. This clear-cut 
difference in emphasis simplifies the question of coordination, and assures that 
“the resources of the United Nations in health, nutrition, and welfare are alined 
in a unified approach in helping governments meet children’s needs.” 

UNICEF has had remarkable success in stimulating new and expanded work 
on the part ot governments and peoples receiving aid. Not only have local match- 
ing contributions been generous, but more basic accomplishments have been at- 
tained. As the result of joint UNICEF-World Health Organization activities, 
there has been a growing awareness of the importance of adequate health facilities 
and health personnel at all levels of government. Public health budgets have 
been expanded, more competent personnel are entering careers in public health 
work and in a number of countries maternal and child health divisions have been 
established within public health departments. Even more significant perhaps than 
the record of government action within the assisted countries are the added desires 
and the efforts made by people at the community level to help themselves. The 
UNICEF cooperative approach has instilled in people a sense of pride and an 
initiatiye which has motivated them to voluntary action locally well beyond that 
which could be achieved by government action alone. 

All of us recognize that UNICEF could not do everything even if it set out to 
do so. The resources available for international assistance are far too inadequate 
to meet the worldwide needs in the field of child health and welfare. UNICEF’s 
role is not to assume responsibility itself for instituting and conducting child health 
and welfare programs, but to encourage and assist individual governments in 
developing and expanding their own programs. 

The principal areas of activity receiving UNICEF assistance are: 

1. Basic maternal and child health and welfare services, including the 
establishment of rural health centers and clinics and the training of nurses 
and midwives. 

2. Mass health campaigns against such crippling and killing diseases as 
malaria, yaws, tuberculosis, trachoma, and leprosy. 

3. Activities to improve nutrition including long-range child feeding pro- 
grams and the increased production and use of milk. 

4. A limited amount of UNICEF’s resources each year is used to provide 
emergency assistance for the victims of catastrophes such as earthquakes, 
floods, droughts, and famines, where the welfare of the child population is 
seriously affected. Such aid is primarily in the form of food and clothing. 
In 1955 emergency assistance constituted only 6 percent of the total program, 
which is the smallest proportion since UNICEF was established. 

There were two developments of special significance in the UNICEF program 
during 1955 which might be of interest to your committee. The first of these was 
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the intensification of malaria control programs in order to assure eradication of 
this serious disease. Public health experts have become increasingly alarmed 
that malaria soon will not be susceptible to control because of resistance to DDT 
of some of the malaria-bearing mosquitoes. A major eradication effort, therefore, 
was judged to be necessary. Initiation of this program has fired the hopes of all 
countries where malaria is prevalent, and has inspired them to redouble their 
efforts to seek its extermination. The malaria eradication programs in the in- 
dividual countries are conducted jointly by the World Health Organization and 
UNICEF in cooperation with the assisted government. Close coordination is 
maintained at all stages to avoid duplication of funding and activities. 

The second development is the increased emphasis on leprosy control programs 
as the result of the successful experiments in the treatment of the disease through 
mass campaign techniques in Nigeria and the Philippines. It now appears 
possible that in time we can look forward to complete elimination of leprosy in the 
world. 

Statistics with respect to how many programs UNICEF has assisted or how 
many children and mothers have benefited therefrom continue to be impressive. 
Again in 1955 the number of countries reached and the number of beneficiaries 
were greater than in any previous year. A total of 264 programs in 92 countries 
and territories was assisted. Over 31 million children and mothers benefited 
directly from the mass health and long-range feeding programs. In addition, 
many more children and nursing and pregnant mothers received benefits from 
the other 10,000 maternal and child welfare centers, clinics, and children’s and 
maternity hospitals aided by UNICEF. 

Much has been accomplished by UNICEF in its 10-year span of existence. 
This is naturally gratifying. The job is far from complete, however, and this is 
not time to let our interest in or support of UNICEF weaken. The needs of 
children remain largely unmet in many areas of the world. Through the con- 
tinuing inspiration and material assistance furnished by UNICEF, with the 
enthusiastic support and cooperation of the countries concerned, further inroads 
will be made on unhealthful and insanitary conditions, and millions of children 
will grow to become more useful and productive citizens. 


CONTRIBUTIONS TO FUND 


Mr. Witcox. Second is the table which summarizes our contribu- 
tions and the contributions of other governments, including local 
contributions, according to year of receipt. 

Mr. Gary. For what years? 

Mr. Witcox. It goes from 1947 through 1955. 

(The information is as follows:) 
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CONTRIBUTIONS TO CENTRAL ACCOUNT 


Mr. Wiucox. In addition to that, I have a breakdown showing 
the contribution of each country to the central account of UNICEF. 
(The information is as follows:) 
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CONTRIBUTIONS RELATED TO ALLOCATIONS 


Mr. Witcox. 


And I have a table showing the individual country 


contributions to the central account and their local contributions 
related to the amount of allocations from the central account to each 


country in the world. 


(The information is as follows:) 


Contributions to central account, local contributions and allocations from central 
account, calendar year 1955 





UNICEF-AIDED COUNTRIES 
Africa: 

sch atti cid a care ti coelasiininom 
French Equatorial ee 
French West Africa, Cz ameroons 

Togoland 
NO EE I ene rn 
Gold Coast. ; 
as a ainaela 
ne 
Nigeria... _-.... 
Sierra Leone 
Togoland_ 
ee ae 
Regional TB surv ey teams 


I ene 


Asia: 
Afghanistan - _- 
Burma- - 
Cambodia. 
Ceylon_. 
China (T: 1iwan) .. 
India_. 
Indonesia ---- 


Maldive Islands 














Netherlands New Guinea.....-.--.-.--- cp lace 


i a 
Philippines 
I a eet enue 
Singapore _-___- 

Solomon Islands 
Thailand 
SIE et ie ions iow neon = 
Regional BCG teams_- aS 


Subtotal_......--- le Ra a ia ak ad oe 


Eastern Mediterranean: 
British Somaliland 
Sg ie Sects ecabaennp amano na hak 
RD eR es de eg 
Tran 


See footnotes at end of table, p. 761. 

















| 
| | Local con- | Total cen- 
| Contribu- | Percent- | tributions |tral account} Allocations 
tions to cen- age by assisted | and local | from cen- 
itral account govern- contribu- |tral account 
ments ! tions 
$24, 000 $24, 000 $18, 000 
lcad txts ohroutn | eae 823, 000 823, 000 215, 000 
ee ee ee 371,000 | — 371, 000 312, 000 
i tlene ace 53, 000 | 53, 000 47, 000 
Siete sia canon atl akc deen 69, 000 69, 000 11, 500 
}_ ed aes 7 330, 000 330, 000 207, 200 
$1, 429 0.01 545, 000 546, 429 287, 100 
Sipecoewelinkcac det 814, 000 | 814, 000 685, 900 
pete tee a ee 195, 000 | 195, 000 85, 000 
s iaaae | 100, 000 | 100, 000 50, 000 
Te saie cena Pe eee 69, 000 69, 000 24; 000 
ree itehemnnwn (?) BS eee cece 130, 000 
—— | | | eS [ ee 
| 1, 429 | .O1 3, 393, 000 | 3, 394, 429 2, 072, 700 
<== 
| 
12, 000 . 08 350, 000 | 362, 000 103, 000 
56, 000 . 37 | 150, 000 206, 000 58, 000 
Dicuixintae gina bean diay cl 57,000 | 57, 000 32, 700 
14, 860 .10 50, 000 64, 860 42, 000 
24, 704 .16 473, 000 497, 704 469, 000 
336, 000 2.23 | 5,061,000 | 5,397, 000 1, 129, 400 
110, 000 .73 1, 082, 000 1, 192, 000 446, 300 
99, 974 . 66 60, 000 159, 974 38, 000 
1, 000 01 | 628, 000 629, 000 646, 000 
24, 500 PE bveomedibe sean 24, 500 1) 
sabe eabeaees Pitot foe (*) tetas aie 15, 000 
‘ : ee eed 99, 000 99, 000 43, 000 
75, 600 . 50 570, 000 645, 600 358, 000 
47, 500 .32 | 1,058,000 | 1,105, 500 392, 100 
8, 167 05 21, 000 29, 167 30, 000 
3, 267 CU dk okikeeonc ett 3, 267 (3) 
deine cogs etna: 29, 000 29, 000 16, 000 
222, 616 1. 48 424, 000 | 646, 616 181, 000 
cattle aig Riad alee aectdescseenc (4) | phectekaduats 16, 600 
einarepec Mapas ease (?) te 8, 700 
1, 036, 188 6.87 | 10,112,000 | 11, 148, 188 4, 024, 800 
‘ A ee ge te 12, 000 12, 000 16, 000 
110, 495 73 | 549, 000 659, 495 183, 000 
8, 000 . 05 175, 000 183, 000 105, 500 
100, 000 . 66 355, 000 455, 000 188, 400 
63, 000 .42 444, 000 507; 000 163, 300 
27,778 .18 162, 000 189, 778 54, 000 
Gea beed cated eb cine 100, 000 100, 000 89, 000 
4, 185 OD WisapekaGasun 4, 185 1, 800 
4,614 SRE Be odie cumatot 4,614 (’) 
2, 000 El Betabceetat ot 2,000 600 
iat Re eae 157, 000 157, 000 67, 000 
14, 406 .10 185, 000 199, 406 49, 000 
26, 786 .18 171, 000 197, 786 29, 100 
361, 264 2.39 | 2,310,000 | 2,671, 264 946, 700 


eee 


_ age 


ee as ie ex 
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p Contributions to central account, local contributions and allocations from central 
: account, calendar year 1955—Continued 
5 scotnitshdasibind meneame cea ame PALF SE ee 
4 | Local con- | Total cen- | 
{ | Contribu- | Percent- tributions |tral account) Allocations 
} tionstocen-| age | by assisted | and local | from cen- 
tral account| govern- | contribu- ‘tral account 
; ments! | tions 
‘een oe sich —|————__|——_-|---_-- sa 
UNICEF-AIDED COUNTRIES—continued | 
| 
Europe: 
ee en eee ....---| $30,769! $0.21 | g30,709| =) 
, ne ae ae a 21, 739 on dainehaemttinndid 21, 739 | () 
i RN alec ge ets . 26, 555 Oe Cabanas 26, 555 | $10, 800 
: re ee icaaeeaa 48, 000 | [a nice | 48, 000 (8) 
Yugoslavia.....-- idiunaiauccambbe Wedel 200, 000 | 1.33 | $1,852,000 | 2,052,000 | 365, 600 
‘ Rete cccnndimancbamcemnceat 327, 063 | 2.18 | 1,852,000 | 2,179, 063 | 376, 400 
Latin America: Pa ee oe , 
DER rc nt cn cecccdsbacseneeviewouwekes | BT tocswnnccs arama -} 117 (3) 
a a a oe a ak ae he 168, 000 168, 000 56, 000 
CN ca xs atid > cinceasicaiaine.n lara ae a 15, 000 SE so = 15, 000 (3) 
UNE: . Koel a. ckeemensGedesdanscesnen 180, 505 1. 20 | 78, 000 258, 505 | 31, 900 
: ess See 5, 000 . 03 sonal 5, 000 1, 300 
| Briton I a |onwne--naa 6, 000 6, 000 2, 500 
; Te seeeun 62, 998 . 42 266, 000 328, 998 | 130, 000 
| Perey 1 it niatansitianastaome ie eiet 107, 200 | oan 1, 543, 000 1, 650, 200 378, 100 
i CAI Scat ose sechnne sn Qneesuwetcene | 20, 000 | se ecvadacucmene 20, 000 (3) 
ek cas stele heen d aent akan SeateetT Seley a 17, 000 17, 000 13, 000 | 
Dominican Republic. -..........-.....-- 20, 000 A eee: howe 20, 000 (3) 
PRN Sli dchriidkeskegansen dees ssne see 14, 625 | i ee eats 14, 625 (3) 
El SERENA ---0-~nnoranvenann- iuineeduisl sus taegcilaaiaodace 526,000 | 526,000 126, 000 
ER etiet chekunknobas ane csabdnon Sool 1, 750 Oil on : 1, 750 4, 500 
Ce se ea See erika | 50, 550 | . 34 1, 322, 000 1, 372, 550 316, 300 
poe a re ae 2 ed 10, 000 .07 360, 000 370, 000 159, 000 
DN irs emacs cvesss dyayynonssaqaseenn 58, 308 39 88, 000 | 146, 308 19, 900 
Jamaica. -...-.- cmd teaa nieeaiaimenicet amped i ccideetinnaes ieee 150,000 | 150, 000 96, 000 
aeunee Beit tt Nes eee ee ae og 150, 000 | 1.00 | 3,150,000 | 3, 300, 000 2, 400, 000 
PRIGINOD 305 gte sanbesnssuens weknaetee 10, 000 ‘Wihecss= a 10, 000 (3) 
Funams eee EE sa Oe oa |------o-o3-- os snail 30, 000 30, 000 10, 000 
ca ee ir ong es oss 5, 000 03 | 225, 000 230, 000 86, 200 
oie lee oes in Beach ihe phen | 106, 140 | Fa dace : 106, 140 (3) 
RUE eee te eee eee Bs 93,000} 93, 000 25, 400 
80 eR Ee eee eet etae ils aera ea aa Sie aie eet meace kt 3, 700 
Ty Pees Gee “TOD... on cceecnneccne 10, 000 .07 54, 000 64, 000 18, 000 
Bubeotel........c-0- deli innechs cai anatagliais seca iadi | 827, 193 5.51 | 8,076,000 8, 903, 193 3, 877, 800 
NONRECIPIENT GOVERNMENTS a S pein MEN oe Mc ce . Cee a ae 
| | 
2 9 oR eee OSS Zan 566, 720 3.77 | 566, 720 | 
pS Ne sical taal acs diag te ai 64, 738 | pA Lins 64, 738 |_- 
OI dns ost cube siacadeeatgarins 507, 574 ic ebciceesea 507, 574 |_-_- 
Crechoslovakia..........:-....-.... ae toa 34, 722 PEP esac 34, 722 | 
pi ey alle ER ee! Seas ar = i 50, 680 NE acacia f 50, 680 
PT ck bck so rected sp «seat <ten 785, 714 Blssant ly 20 TAO th ienced oe 
Sr en ee cle eat 190, 476 Sy 1. | 190, 476 |_-- 
RN IIS 13 6 0c wc wn ohh cb be Use bbe 3, 500 SOB fussies--452 ROD Taina <asieie 
Da dcpuveckss scan dédviwakhyalmuien al 9, 208 a eae iia actions i 
ROC Poco: eanscapebcuencete 14, 000 | ee 14, 000 |_-. 
IRR ee 2s Sos) Se tek 5. Use oe Rae lace WORE com aid 
RS do BR sak on gay 3, 000 we ise ; 3,000 |.--- 
I ts tl paatiadenchcaccsssgudesannuul 1, 143 eo o i | eee 
a ee ae eee 39, 474 i ease tes Ae pt ce Oe 
ce ck teenaaadahantas 210, 000 Bae tocease SE iasocnemae 
Ce died. obi ccc addabsasicdnn 67, 200 . ee dh ccnciwamescan 
. eee OS OR 28, 571 iO face a , a 
i PER a es ae bdoedl 193,050 1. H.. 193, 050 |. 
I os ln abies sadowiaedeuaa de 163, 800 Bf aaaeaeasad oe 
MI Ig oosauas ccsnctacanatansteee | 560, 000 PPR dadodstaweusal 560, 000 |... ° 
United States of America....-....-..-..----- 9, 000, 000 OEE Lesaacs 9,000, 000 | --- nuit 
I WO anc cwancccgunceostcisctvandeael 1, 000 SI Ee aielet 1,000 |_-- a 
Subtotal..................-----..-.----| 12,405,088 | 83.04 | | 12, 495, 038 
nirhssa seine eatinaieansieeniamnemms ‘ii 175 | 100.00 25, 743,000 | 40,791,175 | 11, 298, 400 











1 The amounts stated are based on the latest information available prior to the closure of the accounts 
or 1955 and are subject to adjustments. The amounts do not include funds provided by UNICEF-aided 
countries to meet administrative expenditures in local currency of UNICEF country offices. 

2 Not applicable. 

3 Currently assisted from previous year’s allocation. 

4 Not available. 
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SUMMARY OF ALLOCATIONS 


Mr. Witcox. There is also a summary of allocations by type of 
assistance through December 1955; maternal and child welfare serv- 
ices, mass health programs, nutrition, milk conservation, and things 
of that sort. 

(The information is as follows:) 


UNITED NATIONS CHILDREN’s FuNpD 
Summary of allocations by type of assistance through December 1955 
{In United States dollar equivalents, in units of $1,000] 



























































1947-50 1951-53 1954 1955 
a Be mm Rar I ee 
| | amount 
|Amount) Per- |Amount, Per- |Amount) Per- |Amount} Per- 
| cent cent | cent cent 
ss —_|—- silanes han caketeae ae -| eh es 
PROGRAMS BY ACTIVITY | 
Maternal and child welfare | 
services and training.........| 8,465 | 7.4 7,518 | 21.9 3,588 | 26.0 2,838 | 24.5 22, 
INI 2. ctecunne¢acbcmee = 13,075 | 11.4 10, 263 29.8 4, 580 | 33.1 6,558 | 56.5 34, 476 
Nutrition: 
(a) Long-range feeding as- 
sistance.............-| 1,795| 1.6] 2180] 63] 1,890| 137 710| 61] 6,575 
(6) Milk conservation... _-- 3,923 | 3.4 3,569 | 10.4 | 1,541 | 11.1 784 | 6.8 9, 817 
Subtotal, long-range | Pea irey 
Silicpsncesensacncbs 27, 258 | 23.8 | 23,530 | 68.4 11, 599 | 83.9 | 10,890 | 93.9 73, 277 
Emergency aid _..............- 87,438 | 76.2 | 10,871 | 31.6 2, 227 | 16.1 709 | 6.1 101, 245 
Total, project aid_.......| 114,696 {100.0 | 34,401 |100.0 | 13,826 |100.0 | 11,599 |100.0 | 174, 522 
—— a 
OTHER | | 
Freight_- lan i khaeshe MRE ta<ceceul TEE Liesase i Pe OP “Reswens 18, 835 
Insurance reserve. __-_-- Aco ce nn Ls eae [onda claindon cp Hibedeee cass shee Sinamay 
Administration and opera- | | 
tional services_- Ba --| 8 BR Boos | 7,689 |------ 2468 h..3-- ROO 3... <-25 21, 203 
Total, other.............-] 22,083 |......| 12,905 |......] 2,498 |......| 2,802 ]...... 40, 238 


Total allocations.........| 136,729 |-...--| 47,306 |-.....| 16,324 |-.....| 14,401 | a | 214,700 


| Freight aHocation amounting to $2,749,000 is included in the respective project aid figures. 
2 Freight allocation amounting to $2,304,000 is included in the respective project aid figures. 


ALLOCATIONS BY GEOGRAPHICAL AREAS 


Mr. Wiucox. Finally, sir, I have a brief table showing the alloca- 
tions by geographic area through December 1955. It shows which 
parts of the world the money is being spent in. 


(The information is as follows:) 
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Unitep Nations CHILDREN’s FuND 


Summary of allocations by geographic area through December 1956 
{In United States dollar equivalents, in units of $1,000] 




































































1947-50 | 1951-53 1954 | 1955 
. a | Total 
| | | amount 
Amount} Per- |Amount| Per- |Amount| Per- |Amount) Per- | 
cent | cent cent | cent 
AREA ASSISTANCE 
Pig tcnsdche wa ancicknk wnsis saben $379 0.4 $1, 480 4.4 $1, 582 | 11.7 $2,073 | 18.4 $5, 514 
BM bic ick td lnbidco auch begs 11,717 | 10.4 14, 688 | 44.0 6,186 | 45.8 4,025 | 35.6 36, 616 
Eastern Mediterranean........| 11,471 | 10.1 8, 369 | 25.0 1,879 | 13.9 947 | 8.4 22, 666 
BP Sao 0s55ub oss seeded 4 76.1 3, 595 | 10.8 952 | 7.0 376 | 3.3 91, 043 
ge eae ee 3, 412 3.0 5, 280 | 15.8 2,912 | 21.6 3,878 | 34.3 15, 482 
Subtotal - «isass-. nce) 228, 688 11000 33, 412 {100.0 13, 511 |100.0 11, 299 |100. 0 171, 321 
Programs benefiting more than | 
MOUS. . <shbkdesdes diss LGR lence 989 |----- BAM fis.ces SIP Fis5c 3, 201 
oe fone — - 
Total, area assistance....| 114,696 |_.._-. 34,401 |-.-_-. | 13,826 |......| 11,599 |......] 174, 522 
OTHER | =" ' 
Peete. cave. odd 0b kdb 13,619 |.....- 5, 216 |...... mi boa Wee: bencas 18, 835 
Insurance reserve-.__.-.---.--- Me focecae baat et NM Rae Rg SN a a Ei 200 
Administrative and  opera- | | | 
tional services...............- SP sss 7, 689 |------ 2, 498 | — 2, 802 |---.- 21, 203 
Total, other... ......a}| ! 92 O88 j...... 12, 905 aaa ae |. 5... BOS i...5.- 40, 238 
Total allocations........- 136, 729 | cs | 47,306 |...... 16,324 |......| 14,401 |... 214, 760 
| | 


1 Freight allocation amounting to $2,749,000 is included in the respective area aid figures. 
? Freight allocation amounting to $2,304,000 is included in the respective area aid figures. 


PERCENTAGE OF CONTRIBUTION BY THE UNITED STATES 


Mr. Gary. What is the percentage of contribution by the United 
States for the calendar year 1957? 

Mr. Wi1cox. In 1957, sir, we are proposing a contribution of 55 
percent, which is a reduction from 57% percent in 1956, which in turn 
was a reduction from 60 percent in 1955. 

Mr. Gary. What percentage would that be of the total amount 
spent during that year? 

Mr. Wiucox. We participate in this program on a matching basis 
just as we participate in the technical assistance program. We do 
not contribute any more than 57% percent of total government. con- 
tributions to the central account. 

Mr. Gary. They in turn, in administering the funds, require con- 
tributions from the local country? 

Mr. Witcox. Yes, sir. 

Mr. Gary. What is our percentage contribution of the total amount 
spent under the program, including the local contribution? 

Mr. Witcox. Our share of contribution, Mr. Chairman, from all 
sources would run about 22 percent. 


RUSSIA’S CONTRIBUTION 


Mr. Fernanpez. I notice from this tabulation that the U.S. S. R. 
contributed $1 million in 1956. Did I understand you to say they 
are to contribute only $500,000 this year? 

Mr. Coorr. May I answer that? 

Mr. Wiicox. Mr. Coote will be glad to answer that, sir. I did not 
quite understand the question. 
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Mr. Coors. Mr. Chairman, the Soviet Union has pledged $500,000 
for 1955 and an additional $500,000 for 1956. 

However, since negotiations have not been completed between the 
Children’s Fund and the Russian Government regarding the utiliza- 
tion of this initial $500,000; it was not matched this year by the 
United States. So in this particular table to which you refer we have 
incorporated the $500,000 Russian pledge for 1955 with the 1956 
pledge since the farmer has not been fully worked out yet. The 
$1 million shown in the 1956 column includes the two $500,000 pledges. 

Mr. FerNANpDEz. So there is a million dollars there for use now or 
has some of it been used? 

Mr. Coore. No, sir; not a cent has yet been used. In fact, not a 
cent has yet been actually contributed. 

Mr. FERNANDEZ. It is only a promise? 

Mr. Coote. It is a pledge and the Children’s Fund is currently 
negotiating with officials of the Russian Government for its 
utilization. 

Mr. Gary. The Children’s Fund has refused to accept it until after 
the proper agreement has been reached with reference to it? 

Mr. Coorr. That is right, sir. 

Mr. Fernanpez. What do you mean by the proper agreement? 

Mr. Coorn. The proper agreement, I think, would take into 
account two things. In the first instance in making the pledge the 
Russians wanted to contribute a large share in foodstuffs which the 
Children’s Fund did not want since it is getting away from emergency 
assistance and getting into long-range assistance. Secondly, the 
rubles pledged were not convertible and an attempt is being made to 
make at least a part of those rubles convertible. For the remainder 
of the rubles which would be nonconvertible UNICEF wants to work 
out in advance the type of equipment and materials that could be 
purchased within the Soviet Union which would be useful to the 
Children’s Fund program. 

Mr. Fernanpez. Then in truth and in fact that is not yet in the 
pot? 

Mr. Coorr. That is correct, sir. 

Mr. Frernanpez. And neither will the 1957 pledge until you reach 
agreement? 

Mr. Coorr. That is correct. 

Mr. Fernanpez. How many other countries are in the same 
category where the money is shown as contributed but which is not 
contributed in truth and in fact? 

Mr. Coorr. This is shown as a pledge in 1956 and not as a con- 
tribution. That is why it was not shown in 1955 because it has not 
beea actually contributed and we have not matched it. 

Mr. Denton. If Russia contributes to this fund she will have the 
same right to help administer it as she does the Refugee Fund and 
other funds. 

Mr. Witcox. That is right, except most countries in the United 
Nations realize which countries contribute the largest proportion of 
the funds and those countries I think do have, without any question, 
the greatest amount of influence in determining the kind of program 
that. will be conducted. 

Mr. Denton. What other programs would she have a part in? 

Mr. Wicox. She is in the International Labor Organization. 
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Mr. Denton. Yes. 

Mr. Witcox. And the United Nations Educational, Scientific, and 
Cultural Organization, and in three of the smaller organizations—the 
International Telecommunication Union, the World Meteorological 
Organization and the Universal Postal Union. That coversit. Russia 
does not contribute to the United Nations Refugee Fund. 

Mr. Gary. Mr. Taber asked you to put a list in showing these 
organizations? 

Mr. Witcox. That is right. 

Mr. Fenton. Off the record. 

(Discussion off the record. ) 

Mr. Hanp. The situation is that Russia has made two separate 
pledges of some $500,000 a year, none of which has been paid in in 
cash and both of which have imposed conditions which are not 
satisfactory to UNICEF, is that correct? 

Mr. Coote. Yes, sir, that is basically correct. 


LOCAL CONTRIBUTIONS 


Mr. Hanp. Is there any formula on which the local contributions 
are based in these programs? 

Mr. Coors. No, sir, there is no exact formula spelled out, but the 
UNICEF Executive Board is very insistent that a substantial match- 
ing contribution be made by recipient governments. In actual prac- 
tice there has developed a minimum formula of practically 2 to 1. 

Mr. Hanp. Two from the local and one from the central fund? 

Mr. Coors. Yes, sir. In many individual projects it is even 
greater. 

Mr. Hann. Actually there is no formula. You have enough flex- 
ibility that you could take 1 to 2, for example? 

Mr. Coorr. Yes, sir. 

Mr. Hanp. That is all. 

Mr. Witcox. We are doing everything we can to encourage the 
local governments to contribute more and more to these programs 
because, as they take over the burden of the programs and assume 
the responsibility, it is to their own benefit. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Witcox. We have put together a book of facts on the technical 
assistance program covering the items in which the committee has 
expressed an interest. I apologize because I know you have far too 
much to read, but we would like to leave it for whatever use the com- 
mittee might want to make of it. 

Mr. Gary. Very well. Mr. Wilcox, I want to say I have been a 
member of the subcommittee handling this program for many years 
and this is the best presentation we have had so far as I can remember 
of the United Nations Technical Assistance and Children’s Fund 
programs. I thank you very much for that presentation. 

Mr. Witcox. Mr. Chairman, I appreciate very much your compli- 
ment. I want to say I appreciate very much also, your courtesy 
and the way the meeting has been conducted this morning. Finally, 
I appreciate the very pointed and the very comprehensive questions 
the committee members asked. They were very good questions. 

Mr. Gary. You have been very frank and you certainly tried to 
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answer every question the committee propounded. Heretofore it has 
been very difficult to get the desired information on these programs, 
We will adjourn until 2 o’clock. 





JUNE 20, 1956. 
Unirep Nations ReruGee Funp 
WITNESS 


CHRISTOPHER H. PHILLIPS, DEPUTY ASSISTANT SECRETARY OF 
STATE, ICA 


Mr. Gary. The committee will come to order. 

We will consider now the request for the United Nations Refugee 
Fund. 

Mr. Phillips, do you have a statement on that? 

Mr. Puiiurps. Mr. Chairman, I would like, if the committee is 
agreeable, to leave with the committee a full text of my statement and 
then summarize it briefly for you. 


GENERAL STATEMENT 


Mr. Gary. We will insert that in the record, then. 
(The statement referred to is as follows:) 


This is testimony in support of the request for an appropriation to continue 
United States participation in the United Nations Refugee Fund, which is admin- 
istered by the High Commissioner for Refugees. It will be of interest to the 
committee to know that the High Commissioner’s Office last fall received the 
1954 Nobel peace prize in recognition of its devoted and effective service on 
behalf of refugees. 

The United Nations High Commissioner’s program represents 1 arm of a 
well-coordinated 3-pronged attack on the refugee problem in Europe. The other 
two are the Intergovernmental Committee for European Migration, which is 
primarily coneerned with moving migrants, and the United States escapee pro- 
gram, which advances certain political, security, and humanitarian objectives of 
the United States. Each program concentrates on a special area of the refugee 
and migrant problem and together they bring to bear the varied resources and 
talents required to meet the complex problem of the unabsorbed populations of 
Europe. 

We are requesting a new appropriation of $2.3 million as a United States con- 
tribution to UNREF for the 18-month period beginning January 1, 1956. It is 
proposed that $1.5 million be used as a contribution for the 1956 calendar year 
program and $800,000 as a contribution toward the first half of the 1957 calendar 
year program. 

The U. N. Refugee Fund, like other U. N. voluntary programs, operates on a 
calendar-year basis. This request for an 18-month period rather than for a year 
will enable the United States to make a definite pledge at the UNREF pledging 
conference in November 1956 to cover the first 6 months of the calendar year 
1957 program. It will greatly facilitate advance program planning by the High 
Commissioner and will have the effect of encouraging contributions from other 
governments. 

The 1956 UNREF target total is $4.4 million. Added to this are certain 1955 
projects amounting to $1.2 million which were unimplemented in 1955 due to 
insufficient funds. The total effective target for 1956 therefore is approximately 
$5.6 million. 

Last year other governments contributed slightly over $2 million to the High 
Commissioner’s program. On the basis of a one-third ratio to total government 
eontributions, the United States contributed $1,006,000 toward the 1955 calendar 
vear program. In addition, as the committee knows, a one-time contribution of 


$194,000 is being made toward a special effort to alleviate the particularly difficult 
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refugee situation in Austria. Inasmuch as the High Commissioner’s program 
did not get underway until the last half of 1955 we consider that this was a reason- 
able showing. You will recall that this permanent solutions program was planned 
as a 4-year undertaking with a target program of $16 million. We felt that the 
United States contribution toward that total should approximate one-third. 

During the first few months of the program we have, of course, gained experi- 
ence which we hope will be put to good use during the remaining years. One of 
the biggest problems facing the High Commissioner’s program is the disposition 
of the so-called difficult case refugees. By this I mean old people, people with 
chronic illnesses, and others whose only possible solution is institutionalization of 
some kind. From an economic point of view these people are unproductive and 
a drain on the economy of any country in which they live. For this reason, we 
have been heartened by the generosity of several small countries, including the 
Netherlands, Sweden, Denmark, Norway, Switzerland, and Ireland, which have 
been taking difficult cases in increasing numbers and which plan to continue doing 
so in the future. 

In addition to providing institutional care for the difficult cases, most of these 
small countries are also making financial contributions to the central account of 
UNREF. We feel that the money these governments are expending directly on 
behalf of difficult cases to provide institutional care is a vitally important contri- 
bution to the High Commissioner’s program. We believe that the United States 
contribution should be used in part to encourage such activity. One such means 
of encouragement would be to consider the costs undertaken by these governments 
on behalf of the ‘‘difficult case” refugees as a valid financial contribution to the 
total program. We therefore propose that such contributions be taken into 
account in determining the amount of money the United States contributes within 
the limitations imposed by the annual appropriation and the one-third ratio of 
the United States to total government contributions. 

A few words about the background of UN REF and a brief report of its activities 
during 1955 may be of interest to the committee. 

The program came into being as a result of a General Assembly resolution of 
October 1954. This resolution approved a 4-year effort by the United Nations 
High Commissioner to find permanent solutions to the problems posed by some 
300,000 unassimilated refugees, mostly in Austria, Germany, Italy, and Greece. 
Some 66,000 of these still live in camps, many of them under wretched conditions, 
A solution to their problem is a high priority of the High Commissioner’s program. 

A United Nations Refugee Fund was established to consist of voluntary con- 
tributions from governments and from private sources. A 20-member Executive 
Committee, on which the United States sits, was established to provide policy 
direction to the High Commissioner and to review and approve proposed programs. 
The 20 members of the Executive Committee are all governments which abhor 
the tyranny of communism. Neither the U. 8. 8. R. nor any other Communist 
country is on the committee. They cannot be members because the established 
criterion for membership is a ‘‘demonstrated interest in and devotion to the solu- 
tion of the refugee problem.” 

This is called a permanent solutions program because its major objective is to 
integrate refugees into the countries in which they now reside—to make them 
useful and productive members of society and to rekindle hope in their futures, 
It is a self-help program, and international funds are combined with local funds 
to provide the small assistance necessary to give a start to the refugee on the 
road to becoming a self-supporting and self-respecting human being. 

The program also provides for permanent institutional care for difficult cases, 
Finally, it provides limited emergency assistance for certain refugees, mostly in 
the Middle East and China, who without such aid, face the prospect of starvation, 
or death by disease. 

Most of the actual operation of the High Commissioner’s program is carried 
out by voluntary agencies such as the National Catholic Welfare Conference, 
the World Council of Churches, the Lutheran World Service, the American Joint 
Distribution Committee, and the American Friends Service Committee. Projects 
are drawn up in collaboration between these agencies, the countries of asylum, 
and the High Commissioner’s Office. They are then submitted to the Executive 
Committee for approval. Such projects include a wide variety of permenent 
solutions for refugees. Some, for example, provide vocational training cours s to 
refresh old skills or develop new ones. Others provide loans for families with 
agricultural skills to help settle them on farms. Through the use of revolving 
funds, grants and loans are made available to qualified tradesmen and craftsmen 
to enable them to rent workshops, to buy materials, and establish themselves 
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locally. Employment counseling is provided to assist the refugee to find em- 
ployment opportunities, and housing projects are undertaken in areas where 
employment opportunities exist but where housing is unavailable. 

During the 6 months ending December 31, 1955, when the UNREF program 
was in actual operation, a total amount of $3,134,916 was allocated to benefit an 
estimated 23,409 refugees. Of this number, 16,100 were to be assisted by the 
various permanent solutions projects, 6,400 were to receive emergency ass‘stance, 
and funds were provided for placement of 909 difficult cases in institutions. 

In addition to the $2 million contributed by 20 other governments to the 1955 
UNREF program, the people of Holland in a national campaign raised $750,000 
as a private contribution to the fund. These sums do not include approximately 
$3,965,000 in local expenses borne by the countries of first asylum, nor do they 
include contributions of other countries in providing for the permanent main- 
tenance and care of difficult cases admitted to their territories. 

Continued United States support for this international effort on behalf of these 
unassimilated refugees is important for political and humanitarian reasons. It 
is an effective way of helping to blunt the current Soviet redefection campaign 
which seeks to discourage future defections from behind the Iron Curtain and to 
persuade those who have defected to return home. This campaign is particu- 
larly aimed at the hard-core residual group to which the High Commissioner’s 
program directs its major efforts. 

Our support of this program is perhaps even more important for humanitarian 
reasons. he American people have never been indifferent to human suffering. 
Our strength lies in the practice of our moral principles. We cannot ignore the 
continued plight of these human beings, victims of political and religious persecu- 
tion, who have turned to the free world for asylum. After nearly 10 years of 
marginal existence, many are beginning to despair. The successful termination 
of this situation is an obligation of Western civilization to which we must con- 
tinue to contribute our full share. 


Mr. Puiturrs. This is testimony, Mr. Chairman, in support of 
the request for an appropriation to continue United States participa- 
tion in the so-called UNREF, the United Nations Refugee Fund 
program. 

This is one arm of a three-pronged attacked on the refugee problem 
in Europe. 

The other two programs about which you will hear later this 
afternoon consist of (1) the Intergovernmental Committee for 
European Migration, which concerns itself primarily with moving 
migrants, including refugees, from the overpopulated areas of Europe 
to the less populated areas of the world, such as South America and 
some of the Commonwealth countries, and (2) the United States 
escapee program which advances certain political and humanitarian 
objectives of the United States. 

I shall speak only on the United Nations refugee program, and the 
witnesses appearing after me will discuss these other two programs. 

I think it might be of interest to the committee to know that since 
last year, when we appeared before you in connection with this pro- 
gram, the Office of the United Nations High Commissioner for 
Refugees, received the 1954 Nobel Peace Prize in recognition of the 
devoted and effective service on behalf of refugees which it has given. 

This program, Mr. Chairman, is principally concerned with the local 
integration of a relatively small number of refugees in Austria, Ger- 
many, Italy, and Greece. 

It is in large part a self-help program because the international 
funds which are made available on a voluntary basis to the fund are 
combined with local contributions which are made available in these 
countries in behalf of the refugees. ‘These combined resources help 
the refugee become readjusted and integrated into the economy of the 
country where he lives. It helps him become a self-supporting, self- 
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respecting human being instead of living as many of them do today, 
on the dole in camps. 

First priority of the program is to empty the camps which now hold 
some 60,000 refugees in these 4 countries. Many refugees have been 
inhabitants of these camps since the end of World War II. 

In addition, the program provides permanent institutional care for 
the so-called difficult cases; it provides a limited amount of emergency 
assistance for certain refugees who otherwise face the prospects of 
sure starvation. 

This is’a 4-year program. It started officially January 1, 1955. It 
didn’t really start operating until the last 6 months of the calendar 
year 1955. 

During that time something over $3 million was allocated by the 
fund to benefit an estimated 23,000 of these refugees. 

Mr. Taser. Where did that $3 million come from? 

Mr. Puituips. That came from the United Nations Refugee Fund. 
This is a fund to which governments contribute voluntarily, somewhat 
on the same basis as they do to the United Nations Technical Assist- 
ance Fund which was described by Mr. Wilcox this morning. 

The 1956 calendar year target, and I emphasize that like the tech- 
nical assistance program this work is on a calendar year basis; the 
1956 target set by the executive committee—a 20-nation committee 
which gives directives to the High Commissioner and his staff for 
implementing this 4-year program—that executive committee set as a 
target for government contributions during 1956, $4,400,000. In 
additicn, they approved a carryover of $1,200,000 in unimplemented 
1955 projects. This was the short fall of the 1955 program. That 
made a total effective target for the calendar year 1956 of approxi- 
mately $5,600,000. 

We are requesting at the present time a new appropriation of 
$2,300,000 for an 18-month period beginning January 1, 1956. 

As I said earlier, the program operates on a calendar year basis. 
This is, I believe, the only one of the U. N. voluntary programs which 
we have not so far been able to put on a current basis. 

Of the $2,300,000 for this 18-months period we propose that 
$1,500,000 -be- used for the calendar year 1956 program, and that the 
remaining $800,000 be made available for a United States contribution 
during the first 6 months of 1957. 

This, as in the case of the technical assistance program, would 
enable us to make at least a partial pledge for the 1956 program next 
November when the pledging conference will be held. 

As a result of the experience we have gained in the first year of this 
program, we feel that we need a little more flexibility in determining 
the basis on which the United States contribution is made. 


DISPOSITION OF DIFFICULT CASES 


One of the biggest, and I think one of the most tragic problems 
which confronts the High Commissioner and his program is the 
disposition of the so-called difficult cases. These are the people who 
for reasons of health, age, and other factors are unable to support 
themselves. Most of these people can only be cared for by placing 
them in institutions for the rest of their lives. 


We have found as the result of experience that many of the smaller 
countries who participate in this program, including the Netherlands, 
Sweden, Denmark, Norway, Switzerland, and Ireland, have been 
taking these difficult cases in increasing numbers, and have been 
putting them in their own institutions and caring for them at their 
own expense for the remainder of their lives. 

in addition to providing this institutional care for these difficult 
cases, most of these countries are also making financial contributions 
to the UNREF Fund. We feel that the money these governments 
are expending directly on behalf of these difficult cases who are 
placed in their own institutions at their own expense constitutes a 
vitally important contribution to this program. We believe, that the 
United States contribution should be used in part to encourage this 
kind of activity. 

One such means of encouragement would be to consider the costs 
undertaken by these governments in behalf of these difficult case 
refugees as a valid financial contribution to the total program. We 
propose, therefore, that in determining the amount of money which 
the United States contributes to the program that we take into con- 
sideration the contributions made by these governments in behalf of 
these difficult cases within the limitations imposed by the annual 
appropriation and a one-third ratio of United States to total govern- 
ment contributions. 


IMPORTANCE OF CONTINUING PROGRAM 


Gentlemen, this is a small program, and perhaps small programs 
get lost when compared with the larger, more widespread programs. 
However, I think this is an extremely importance program, and I 
believe it is important that we continue to give it our full support. 

There are two reasons for this. The first is political. The second 
is humanitarian. 

Certainly, it is one of the very effective ways to blunt the current 
Soviet redefection campaign which is particularly aimed at this 
so-called hard-core residual group of refugees to which the program 
directs its major efforts. These are the people who have been left 
pretty much to fend for themselves after the cream of the crop has, 
so to speak, been skimmed and resettled in other countries. This 
residual group has become more vulnerable to the type of pressure 
which the Soviet and Communist governments have been attempting 
to exert in recent years; the so-called Come Home Campaign, which 
is directed at this most vulnerable group. 

Then finally on the humanitarian grounds I do not think we can 
forget that American people never have been indifferent to human 
suffering anywhere. 

We cannot ignore the continued plight of these human beings. 
We must bear in mind that it is our policy to assist refugees who have 
come from behind the Iron Curtain. We have a moral obligation to 
see that these people at least have a minimum opportunity to live out 
their lives in freedom, and that their sacrifices have not been in vain. 

They have been victims of politieal and religious persecution, and 
they have turned to the free world for asylum. 

I think, Mr. Chairman, that we should continue to contribute our 
full share toward the successful conclusion of the UNREF program. 
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The program, as I said, is a 4-year program which is scheduled to 
be completed by December 31, 1958. If governments are generous 
and come forward with the contributions required I believe a real 
dent will have been made in this most difficult residual refugee 
problem in Europe. 

I might say, in connection with the executive committee to which I 
referred earlier, that this contains no Communist governments. In 
fact, by the very nature of the resolution establishing that committee, 
it is not possible that any Communist governments could participate, 
because the criteria is a demonstrated interest in the welfare of 
refugees. It consists of 20 governments including the United States, 
Great Britain, and France. 

Last fall I sat in Committee 3 of the General Assembly and ] 
listened for a week to the violent attack waged by the whole Soviet 
bloc, the satellite and Soviet representatives, against this program. 
They have made a tremendous effort to usurp this program and to 
turn its efforts toward forced repatriation. We resisted these efforts 
strongly. The free member states resisted it strongly, the High 
Commissioner resisted it strongly, and the Communist nations were 
completely frustrated i in their efforts to force, through devious means, 
the High Commissioner’s program into becoming a means for forced 
repatriation. 

Therefore, to sum up, Mr. Chairman, I think this program is con- 
tributing in a small but important way to our own political interests 
in promoting the well-being of refugees who otherwise would become 
more vulnerable to the guiles and wiles of the Soviet “Come Home” 
‘ampaign. It is as well an indication of the continuing United States 
humanitarian concern for these most unfortunate people. 

Mr. Chairman, that concludes my remarks. 


ALLOCATIONS AND BENEFICIARIES 


Mr. Gary. I think at this point we should insert pages 237 and 23: 
of the justifications in the record. 
(The information referred to is as follows:) 
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NONREGIONAL ProGRAM, UNITED Nations REeEFruGeE Funp 


TasLe A.—Allocations and beneficiaries by type of program since inception to 
Dec. 31, 1955 








Permanent solutions | Placement difficult cases 





Perrine) 1, feo gia 


| 
| Allocations | Beneficiaries | Allocations | Beneficiaries 


I tg ita iid il ind nas teens $982, 771 8, 830 | 
RNR oe ath peta es 2 fs 2 23 ttt z. 4, 000 250 | 
BN Oi tied enat ueas dw opt -—helaisg dda. Jacks j---22-<2000---|------- 22-000 Lh cisiGum wii A 
So ecitinnes vend Siva eke -| 419, 975 | Rh 4, wc chadaiect obo ane 
SUD ain dccdcucdis siib dn abada Nisa bebe dade 491, 240 | 823 | 5 
PR ott band thaickeo se BS hays CEE AB Kg Thi Sat 
i i ; ’ 212, 232 | 945 | 
Syria, Lebanon, and Jordan____- ee obey. Se Aces 44. + oadh- bees 
Shanghai-Hong Kong. ‘ ! , = wae ‘ 
Sewn. site a. nats Fre . Lee Cledn ehhh ur. Wn 250-5 
ee oe ; ‘ 27, 224 | 1 252 | 
Be dt he Eee 

Subtotal, operations.._._______- ..---| 2,187,442 | 16, 100 

Administration ...............-- sce biee oon as : 


I I a ka 2, 137, 442 16, 100 | 
ae _ res i 
Emergency assistance 
peereteacneweegenc—apre | 
Allocations Beneficiaries | Allocations | Beneficiaries 














NO ke ; = te ! $1, 240, 880 9, 275 
Belgium - --__- be E $bade donee gh s epee bateddss i+ beeen 4, 000 250 
Egypt _.______ ROR net ee $4, 585 100 4, 585 100 
Germany. ........... asp 3) us dee ee 419, 975 | 5, 000 
Geiss TATE Te se 14, 525 | 750 | 590, 031 | 1, 717 
eee ee eons. ee Bee ee. See .| 7,000 300 9, 333 | 307 
BN St. dacs 8 ee Wha ‘ 21, 000 1, 200 293, 476 2, 227 
aria Lebanon, and Jordan..____- 7 15, 000 | 300 15, 000 300 
anghai- ‘is waned CLR Eres F LEeEL 279, 327 | 1,800 | 313, 827 1, 835 
ME es oo etn Se a 7, 750 | 450 23, 750 483 
| ae Se eee As 34, 940 | 1, 500 140, 059 1, 862 
op Se ene 384, 127 6, 400 | 3, 054, 916 23, 356 
Administration... ............------- ib th dock i ee ee id Lt MEE iccncocenessnel 
I ee sat ie 384, 127 6, 400 3, 134, 916 | 23, 356 


1 Subject to revision pending receipt of fina] information from Agency. 


Taste B.—Target program and estimated beneficiaries, 1956 





Permanent solutions Placement difficult cases 





| 
Target | Beneficiaries Target Peete 














allocations allocations 

I siirccctseen Disiaed ; | $2, 141, 422 15, 027 $277, 569 | 525 
Belgium. ._- ee a 70, 000 | 1, 500 |-- Le ere 
Egypt... sch benoit sdliniressSkeaeissl 1 epsa 52, 500 | 79 
France soci Kos Reine 280, 000 | 625 50, 000 30 
Germany.-_- Dalen dbcictiphacanccl 370, 025 | | ease | bits 
Greece ___- = . a tk ince ! 1, 040, 251 | 1, 667 96, 010 | 147 
Iran. : . ; 25, 867 | 32 
Italy  eoee ieee 517, 768 | 1, 780 163, 756 | 205 
Syria, Lebanon, and Jordan._.___- s anwnewansnslannsas : 28, 800 36 
Shanghai-Hong Kong--------------- MH eee Aste os Panxebba bee 150, 500 200 
II is cali ince ese tints Re aba ts centweh Caen eae 45,000 | © 56 
Various. ._- Med ee ; 100, 000 | 990 35, 000 50 

Subtotal, eaeem........ ~~ : _| 4, 519, 466 | 26, 389 925, 002 1, 360 
Administration........_- Sandon | ‘ jase in auton SEUds ds cddincbdibne 
sk eel ste st besa tieasainti nes ln mecssh omg eagl hanenivegeneenbmnninee aieaay 

TE us tesatinshelediind wn techis edi ativan | 4, 519, 466 26, 389 925, 002 1, 360 
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TaBLe B.—Target program and estimated beneficiaries, 1956—Continued 

















Emergency assistance Total 
Target Beneficiaries Target Beneficlaries 
allocations allocations 
MINNIS. s-ailincass ih ans. sisi aie Guiles ncmainadat tah atest Welbain we audio annie $2, 418, 991 15, 552 
SE iL bb hebibebiddardchthindeatidsdilettdey dhe kdgadliddecbbdsedabe 70, 3, 
ME on cen cccudinhguinadiaaeredastinadills $7, 000 100 59, 500 179 
OR aoc date cb olcnncncutetobdhe ment bater clon cisecthaaloeblnckenewadcade 330, 655 
CERO. & o:2s cdcenecduedsdscodencasdebtabwhoddalinkncasomasweleieiscaecetiak 370, 025 4, 800 
CRON Cais cb ands Gnccescbicics cenameeaeade 23, 500 1, 450 1, 159, 761 3, 264 
PE i ictaniesicncentsrcndiocesh diana 10, 000 400 35, 432 
BE his blh nk Lowen did cunailosn nub emisddaliaidaaee 20, 400 1,000 701, 924 2, 985 
Syria, Lebanon, and Jordan_................... 16, 000 200 44, 800 236 
Shanghai-Hong Kong 331, 120 2, 650 481, 620 2, 850 
TA 8 63 ins ds cases ckbbinceonne 9, 000 550 54, 000 606 
WEEN cinnedas cass can oetiathihesadexsacekddacc 20, 000 1, 500 155, 000 2, 540 
Subtotal, operations...................... 437, 020 7, 850 5, 881, 488 35, 599 
IIIA, 5° ca dnvcnccsodbdee<accudsduksestioncdulacccnallskuiawsdsccak RE sansciatsincaak 
Nis oh ON pale ee ee ie ee ee a , 328 3, 211 
NE. dic hotaikd snatdeiaranabesddlasdedae deen 437, 020 7, 850 1 6, 611, 416 38, 810 


1 Includes 1956 target of contributions from governments of $4,400,000 and the unimplemented carryover 
as of Dec. 31, 1955, of $2,211,416, from the 1955 target program to be financed from contributions from gov- 
ernments. Additional contributions received since Dec. 31 for the calendar year 1955 program have reduced 
the effective carryover of the calendar year 1955 program to approximately $1,200,000. . mol 


DATE PROGRAM ORIGINATED 


Mr. Gary. When did you say this program started? 

Mr. Puiturps. This program came into being January 1, 1955. It 
was approved by the General Assembly of the United Nations by 
resolution during the fall of 1954, and that resolution established this 
4-year program. 


TOTAL UNITED STATES CONTRIBUTION 


Mr. Gary. What has the United States contributed to the program 
thus far? 

Mr. Puiuuips. We have contributed $1,200,000. 

Mr. Gary. And that was for the calendar year 1955? 

Mr. Puruurps. Yes. You may recall, Mr. Chairman, that the 
Department sent a letter to the chairman of this committee and the 
Senate Appropriations Committee in connection with a sum of 
$194,000. This $194,000 represented the balance of the fiscal year 
1956 appropriation which had not been expended as of that time. 

The United States had special reasons to make an additional effort 
in behalf of refugees in Austria, and it was decided within the executive 
branch that we should try to use certain unexpended funds in this 
program and in the Migration Committee program to make a special 
effort in Austria. 

As part of that special effort, $194,000 of our 1956 fiscal year appro- 
priation was contributed to UNREF. The remainder ad been paid 


in accordance with a formula which is based on an approximate one- 
third percentage United States contribution to all government 
contributions. 
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TOTAL CONTRIBUTIONS BY COUNTRIES 


Mr. Gary. What were the total contributions for the calendar 
year? 

’ Mr. Puriurrs. Total contributions 

Mr. Gary. For the calendar year 1955? 

Mr. Puiturps. Including the United States contribution of 
$1,006,000, and excluding this $194,000 item I have mentioned, total 
contributions were $3,017,696. I should be happy to leave a list of 
contributions by governments. 

Mr. Gary. Insert it in the record at this point. 

(The information referred to is as follows:) 





Unitep Nations REFUGEE FUND 


Government contributions, 1955 (21 countries) 





Pa ssc Seater toe Se ae ee eer a rey BORER ERT ONO te $167, 839 
IRs crassa satire hidditendatentets oubapirtndtaphesitetamete ce sie ean he ot 2, 200 
Seen). Ale Pe eS. SL, Seaiterate pemarrenan aianeiane 160, 000 
RIN arene alse recites te wine Go See i tr ener 126, 856 
INO seca ula ot) Gaia ded ts cliques eantase Suidawwe a+ inesd 10, 000 
Poms hoe! et) Drs et nl gee gente Bel eh aed Re 72, 390 
Federal Republic of Germany---_---------- se lediiahen atten ieemaauas sa careeieemimds 23, 810 
ON Se on kg Alt eis aherh a wa cgsan al aio wien ie oe 142, 857 
Greece _____- eB Le gS ee ee Sa CTRL ea 6, 000 
Dg oe at tee ETS AT ITE AS Rei SPREE EEE RR 5, 000 
cat et a a ee RS Sh ca aL ia 2, 000 
Saepnecnetein:.. ode SUS A, ae. A i ek 467 
SeIRNee 1 irre) so iasl rhoik atts dee sedarees one T. 4ees g 2, 000 
URINE Td i Na iad Ate ENN dee ee Aalders ean 545, 157 
RE oe ee um et amc eee Ae aca sak edhe 28, 000 
fea hg Ae be, Fe eat ae te eee 83, 998 
i a i a rs wie gt ania seit Sa Rl Risse ie ai ad 115, 987 
ee vey ES aOR Si a oe emesis 116, 822 
Turkey I ata a EN a a ee 4, 286 
RIN TURIN oa as ne a as ana area aed ore iar Legh erteha eis 224, 027 
A i it as es ae ES Det tec ae a) a) Bebe tae oe 006, 000 

Balance of Government contributions transferred from E mergency 
SOURIS ot acne as ate ee Gh na ae tk Fe Ret rh i scx cn a nies 172, 000 
I ic I icc ia Ri iat Nh tl 3, 017, 696 


1 This does not include a contribution of $194,000 toward a special effort to alleviate the particularly 
difficult refugee situation in Austria. 


Mr. Gary. That means the United States is contributing consider-. 


ably more than 33% percent for the total program? 

Mr. Puiturps. No, Mr. Chairman. It actually contributed one- 
third, until the one time additional payment of $194,000 was made, 
which brought it slightly over one-third. 

I have not determined the exact percentage, but I understand it is 
about 37 percent if you include the $194,000. 

This was clearly stipulated as a one-time additional payment be- 
cause of the special concern that the United States had in the Austrian 
refugee problem. It was clearly stated that this would not be repeated. 
The letter to your committee, I believe, made that clear. 

Mr. Gary. You are asking now for an 18-month appropriation of 
$2,300,000, and that will carry you to the end of our fiscal year 1957. 
Is that correct? 
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Mr. Puiuures. Yes, sir. This would give us, as I said, $800,000 
which we could contribute, which we could pledge at the pledging 
conference this fall. 

Of course, that would be only for the first 6 months. 


PERIOD COVERED BY REQUEST 


Mr. Gary. You are asking for this money for the period beginning 
January 1, 1956, and ending June 30, 1957? 

Mr. Puruurps. Yes, sir. 

Mr. Gary. The United Nations technical assistance, and the 
Children’s Fund, both came in asking for 18 months’ appropriations 
last year, but their requests this year would carry them through the 
calendar year 1957. 

Mr. Puiuures. The reason is that UNREF being a new program, 
this was the first opportunity to try to put it on a current basis, as has 
been done in the two other programs. 

If next year at this time we then came before the committee for a 
second 18 months’ appropriation, we would at that point be on the 
same basis as the technical assistance and Children’s Fund programs. 

For example, if in June 1957 we asked for an 18-month appropriation 
in the fiscal year 1958 budget we then would receive an appropriation 
which would be good from July 1, 1957, through the Naa year 1958 
and that would bring us up to a current basis. 

Mr. Gary. Can you give us a list of contributions by countries for 
the calendar year 1955 and also for 1956? 

Mr. Puiuurrs. Yes, sir. I have submitted one for the calendar 
year 1955. Unfortunately it is still in the middle of the calendar 
year 1956 and I can give you only those pledges and payments made 
to date. 

FINANCIAL STATUS OF PROGRAM 


Mr. Taser. What is the financial status of this program currently? 
How much do they have on hand? 

Mr. Puiuuies. [t is difficult to describe it in the same terms, for 
example, as we describe the technical assistance budget. This is a 
continuing program which goes on for 4 years. They actually have 
more projects approved for immediate implementation than there is 
money available currently to carry out, so there really is no money 
on hand. 

Mr. Taser. Don’t we all have projects for immediate expenditure 
and no funds to carry them out? 

Mr. Puruurps. I am afraid that is human nature. I agree, Mr. 
Taber. 

Mr. Taser. That doesn’t mean they are any worse off than anybody 
else. 

Mr. Puiuures. I quite agree. 

Mr. Taser. How much do you have on hand right now? 

Mr. Puituies. The most current information available shows on 
hand from 1956 contributions, contributions and pledges, Mr. Taber, 
because some of these are pledges which have not yet been paid in, 
approximately $1,600,000. 

Mr. Taper. Fiscal 1956 or calendar 1956? 

Mr. Puixurres. 1956 calendar pledges and contributions to date. 
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There is in addition a sum of money which was carried over from 
1955 of approximately $800,000. 

Mr. Taser. That means practically $2 million? 

Mr. Puituips. But all of this money is currently being expended. 
There are at present projects exceeding that amount which have been 
approved for implementation and are currently being implemented. 

herefore this money, in a United States sense, is obligated, in the 
sense of the United States term “obligation.” 

Mr. Taser. It is allocated to certain projects? 

Mr. Puruies. Yes, sir, which are in operation. 

Mr. Taser. This table which you put together and which was put 
in the record, purports to show the 1955 operations? 

Mr. Puiuuips. Yes, sir. 

Mr. Taser. You spent $3,134,000 according to that. Is that right? 

Mr. Puitures. That much was allocated by the committee. Since 
substantial portions of the funds given in 1955 did not come in until 
the last 3 or 4 months, they were not able to expend that amount, 
and that is the reason for the $800,000 figure which was carried over. 

Mr. Taser. Then they actually spent something like $2,300,000? 

Mr. Puituips. Yes, sir, that is approximately correct. 

Mr. Taser. This table on page 238 involves the current calendar 
year or the current fiscal year? 

Mr. Purturps. This is the current calendar year. 

aa tee The contributions indicate you have about $1 million 
on hand. 

Mr. Putuures. From 1956 pledges and payments to date about 
$1,600,000. 

Mr. Taper. You are asking us to put up $2,300,000 as against 
$1,200,000? 

Mr. Puiuurps. The $2,300,000 is for 18 months. $1.5 million is 
what we proposed to pay during the calendar year 1956. $1,500,000 
if other governments put up their share, namely, approximately 
two-thirds of the total sum. 

Mr. Taser. How long have you had the $800,000 which was left 
from the 1955 money? 

Mr. Pururrs. This is really a somewhat misleading figure from a 
bookkeeping point of view. 

On January 1, 1956, there was shown an $800,000 item. As I 
pointed out, this money is all obligated and being expended for proj- 
ects which are currently in process of implementation. 

Mr. Taser. You mean dllocatee rather than obligated? 

Mr. Puruures. Allocated and obligated, sir, in the terms of our use 
of those words. 

Mr. Taser. How can you obligate money that you don’t have? 

Mr. Puitures. The money was actually in the fund. Normally 
that money would probably have been expended during the calendar 
year 1955, but because of the lateness in the year during which sub- 
stantial numbers of pledges were received, it simply was not possible 
to have all of these projects 





Mr. Taser. How long has the $800,000 balance been there? 

Mr. Pururps. It no longer exists in fact since the money as of the 
present time has been expended. As of January 1 it was not ex- 
pended. It was in the process of being expended. 

Mr. Taser. It is all spent now? 
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Mr. Puturps. Yes, sir. 

Mr. Taser. What do you have on hand now? I asked that before 
and I got the answer that the $800,000 was the amount. 

Mr. Pururps. I am sorry, sir. That was as of January 1. As of 
now all the money available to the fund, cash on hand, has been or 
is being spent. 

As of this moment there may be about $370,000, available but this 
is difficult to report accurately. 

Mr. Taser. What are the receipts? 

Mr. Puiturps. The receipts during the year 1956 have been about 
$380,000, out of pledges of $1,600,000. 

This is unfortunately the case—pledges are made and it takes some 
time before payments are actually forthcoming. 

However, if 1 had to make an estimate I would say about $370,000 
cash on hand. 

Mr. Taser. I thought you told me a little while back there was 
$1,600,000 of the 1956 funds on hand? 

Mr. Paruurps. This figure of 1 million 6, Mr. Taber, represented the 
total pledges and contuiftions to date for calendar year 1956. 

Mr. Taser. That figure included how much from us? 

Mr. Puruuips. We have paid none. 

Mr. Taper. Have we made any pledge? 

Mr. Puiuuips. No, sir. The only statement which was made by 
the United States representative was that the President had asked 
Congress for the amount which is indicated on this page. That was 
the only statement made. 


NUMBER AND TYPE OF REFUGEES 


Mr. Taner. How many of these refugees were there as of the first 
of July of last year? 

Mr. Puiuurps. I can give you figures, sir, which I think are only as 
of January 1. 

Mr. Taser. What is that figure? 

Mr. Puiuurres. As of January 1, 1955, estimated number of refugees 
within the scope of this program were about 300,000. As of January 
1, 1956, the same figures were 237,000. 

These, of course, are estimates because there are constant changes, 
but these are the best estimates we can obtain. 

Mr. Taser. Those figures indicate a drop of 63,000 refugees, or 
thereabouts. Are there other forces moving in to handle this problem? 

Mr. Puruurps. Yes. As I said earlier in my statement, the program 
for 1955 allocated funds to assist about 23,000. We estimate that 
about 19,000 emigrated during 1955, a little over 10,000 were natural- 
ized and therefore no longer eligible for assistance since they became 
citizens. A limited number became assimilated through their own 
efforts. Some become integrated spontaneously or through other pro- 
grams, but the largest single factor in this reduction of 61,000 can 
probably be attributed to emigration. 

Mr. Tian Where they got away on their own initiative? 

Mr. Puruurres. They left in various ways. The Intergovernmental 
Committee for European Migration moved some of these, in fact, a 
good many. 
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A certain number of them left probably through private voluntary 
organizations, and through schemes other than this program. 

Mr. Taser. You said there were 66,000 of them ta camps? 

Mr. Puaiturps. We estimate currently about that number. 

Mr. Taser. Are these refugees mostly old people? 

Mr. Puitures. The surprising thing is that according to a survey 
completed recently of the Austrian unofficial camps, and this may not 
be typical of all, but it is the latest information we have, about one- 
third of the number were between the ages of 1 and 20, which indicates 
that a whole new generation is growing up in these camps. 

I would say the remaining two-thirds were spread pretty evenly 
over the age groups. 

Mr. Taper. Do they just exist in these camps? 

Mr. Puriuurps. Many of them simply exist from hand to mouth. 
The governments concerned, generally, provide minimum 

Mr. Taser. Are they people physically unable to work or is it 
because they are in an environment which is not suitable for them? 

Mr. Putuuips. It is a combination of both. Many of these people 
in camps come from countries speaking different languages. They 
are regarded as foreigners, and therefore limited opportunities for 
employment are sometimes denied them because many of the citizens 
of the asylum country, for instance in the case of Italy and Greece, 
are unemployed. It is natural that first priority will be given to 
citizens of that country for employment. 

Many are old and sick. 

I remember visiting a so-called old people’s home near Salzburg, 
Austria, last year, and it was pretty pathetic. There were very fine 
people there. 

Mr. Taser. What nationalities were they? 

Mr. Puruurps. Mixture of Polish, Ukranian, Rumanian, some of 
Germanic origin, from Czechoslovakia. They were largely so-called 
foreign-speaking refugees. They didn’t speak the German language. 

These were, of course, older people. These were people from the 
age of 60 on up. 

I remember some particularly pathetic cases, for example, a woman 
who came from a very good background in Poland. Her husband 
had recently died of a heart attack. 

This big, drafty building was a former barracks. It contained no 
elevator service, and she had to walk up and down three flights a day 
to get her meals, despite the fact that she also suffered from heart 
trouble. 

One of the projects was to install an elevator in that building and 

central heating. 

This is an example of the type of thing they are trying to do, take 
advantage of what there is and make it more suitable and usable. 





FUNDS AVAILABLE 


Mr. Fernanpez. As I understood you, you said there were 
$1,600,000 in the fund for 1956 from pledges and contributions, and 
that we had neither a pledge nor a contribution. Is that correct? 

Mr. Puixirps. We have made no contribution or pledge for 1956 
other than this carryover of $194,000 which was part 





Mr. Fernanpez. So if you were granted the additional $1,200,000, 
the fund then will have $2,400,000? 
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Mr. Paiuuirs. We are asking for $1,500,000 as the United States 
contribution during 1956. 

Mr. Fernanpez. That will make it 3 million what? 

Mr. Purturps. $1.6 million plus $1.5 million. We would only give 
this, of course, on condition that other governments paid in their 
percentage share. We have attached a limitation of one-third to our 
contribution. 

Mr. Fernanpez. How much would you expect from that? 

Mr. Puiuurrs. In order to draw down $1.5 million of United States 
funds, other contributions, which would include the contributions 
made in behalf of the difficult cases, would be about $3 million. 

Mr. Fernanpez. I think you have it more confused. ‘That would 
make it $6.1 million. Is that correct? 

Mr. Puiturps. No, sir. Perhaps the easiest way to explain this 

Mr. Fernanpez. Just a moment, please. You have three things 
for 1956, then. $1,200,000 composed of (1) pledges, (2) actual con- 
tributions, (3) expected pledges. Is that it? 

Mr. Puitiies. That is not quite correct. I am sorry I have not 
made this clear. 

We are now midway through the year. 

Mr. Fernanpez. Let us start all over again. 

Mr. Puiuurps. All right. 

Mr. Fernanpez. You have $1,200,000, and that represents what? 

Mr. Puruuips. We have not $1.2 million. We have $1.2 million 
in pledges to date. 

Mr. Fernanpez. For 1956? 

Mr. Putuurps. Yes, sir. 

Mr. Fernanpez. You said a while ago there were pledges and 
contributions. 

Mr. Puiuures. But in addition we have contributions of $378,000, 
which makes a total of contributions and pledges, approximately to 
date, $1,600,000. 

Mr. FERNANDEZ. So instead of $1,200,000 you have $1,600,000 in 
pledges and contributions? 

Mr. Puixurps. That is correct. 

Mr. Frernanpez. Is the $1,200,000 all pledges? 

Mr. Puiuurps. Yes, sir. 

Mr. Fernanpez. And the $400,000 is what? 

Mr. Puiturps. Cash paid in 1956. 

Mr. Fernanpez. Then you expect how much more to match the 
$1,500,000? 

Mr. Puruurrs. It is always difficult to estimate because many 
governments go through the same process we are going through now. 

We feel that enough money will be paid into this program, including 
the contributions made in behalf of these difficult cases to which I 
referred, to enable us to pay out approximately $1,500,000. 

That would mean that other governments would have to pay in 
about $3 million. 

Mr. Gary. And that 3 million would include this 1 million 6 which 
you have already spoken of? 

Mr. Puiturps. Yes, sir. 

Mr. Gary. So it would be about $1,400,000 more they would have to 
pledge? 

Mr. Puiires. That is right, sir. 
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Mr. Fernanpez. That would make a total of $4,500,000, then? 
Mr. Puiturps. Yes, sir. 


ADMINISTRATIVE EXPENSES 


Mr. Rooney. What was the total expended in the last year for 
administration of this program? 
Mr. Purturps. The administrative budget for 1955 for this program 
was $80,000. 
NUMBER OF REFUGEES 


Mr. Roonry. At page 3 of your statement, Mr. Phillips, you say 
that some 66,000 of these refugees still live in camps. 

What was the figure as of a year ago with regard to those then 
living in camps? 

Mr. Puruurps. Our records show 88,000 as of January 1, 1955, and 
the estimate as of January 1, 1956, is 60,000. These are round figures. 

Mr. Roonry. Where do you get the figure 66,000 at page 3 of your 
statement? 
- Mr. Puiuurps. The figure in this justification statement was un- 
fortunately made and put together near the end of 1955, and, frankly, 
is not up to date. These figures change rapidly. 

Mr. Rooney. The more accurate figures would be 88,000 as of 
January 1, 1955, and 66,000 at the present time? 

Mr. Puutures. Approximately 60,000 at the present time. I think 
66,000 may have been the correct figure 

Mr. Rooney. I am referring to your statement and not to the 
justifications. 

Mr. Puiuutps. I am sorry, there was a mistake in the statement as 
well. 

The latest current information we have available is about 60,000. 





ARTICLE ON UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 


Mr. Rooney. Are you familiar with an article in the Brooklyn 
Tablet of June 9, 1956, by one Julius Epstein with regard to this 
program? 

Mr. Puiuures. I have not read it, but I heard about it. 

Mr. Rooney. What did you hear about it? 

Mr. Puruures. I have heard that it shed some doubt on the beliefs 
and views held by the United Nations High Commissioner for Refu- 

ees. 
F Mr. Rooney. What is his name? 

Mr. Puiturres. Dr. G. J. van Heuven Goedhart. 

Mr. Rooney. What did you hear about him? 

Mr. Puiuurps. All I know from what I have heard in connection 
with the article to which you refer is that he wrote an introduction or 
preface to a book indicating that in some way he thought the Russians 
were not so bad and that we should learn to live with them. 

I have seen portions of that introductory statement. 

Personally, I thiak it is a silly and naive statement, and I have no 
excuse for it. I do not sbare those thoughts, and I never did. 

On the other hand, the oaly way, it seems to me, that we can judge 
the effectiveness of this man and the program is by what is happening, 
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what he has done, how the Communists have reacted to it. Has he 
in fact been helpful to the refugees? Has he protected them? 

On those grounds, and I am familiar only with what I have seen 
during the 3 years I have been in Washington, I have seen no evidence 
whatsoever of any softness toward Communists in the operation of 
the program. 

, However, I will not speak for what he has written or what he has 

said. I do not agree with what I have heard he has written. 

44 On the other hand, talking with people who are more familiar than 

I am with these programs, I see no evidence whatsoever of any softness 

toward the Communists and any skullduggery in the operation of the 
am. 

In fact, I have seen quite the opposite. 

Mr. Rooney. The allegations which have been made are of quite 
some disturbing consequence to me and have caused me to contact 
certain people who would be in a better position than me to express 
judgment and in whose judgment as to the effectiveness of this pro- 
gram I have great confidence. I think it might be well if at this time 
this record were to include a copy of the allegations of Mr. Epstein 
as published in the Brooklyn Tablet of Saturday, June 9, 1956, and 
following them an answer thereto by you representing the views of 
the Secretary of State. 

Mr. Puiuurrs. Yes, sir. We would be very happy to do that. 

The Holy See has been represented on the executive committee since 
the inception of this program. I am not familiar with the Tablet, 
but I think it ought to be clear that this is the case. 

I think it should be clear, also, that among the voluntary organiza- 
tions who participate in this program, the National Catholic Welfare 
Conference has played an extremely important role. 

There have been differences of opinion about various aspects of the 
program, about whether the priority should go here or whether the 
project should be carried out this way or another way. This is 
inevitable and I think it is healthy. 

The High Commissioner has a difficult task. He has to negotiate 
with governments, and also with the voluntary agencies because they 
are his arms and hands. 

Mr. Rooney. If you will please get a copy of the article to which I 
referred, insert it at this point in the record together with your answer 
thereto, we may then have some semblance of a proper record with 
regard to the problem and the value of this program. 

Mr. Puiuurps. I will be happy to do that. 

(The matter requested is as follows:) 


[From the Tablet of June 9, 1956] 
Is U. N. CoMMISSIONER FOR REFUGEES PRo-RED? 
By Julius Epstein 


Should the American peomie support the office of the present U. N. High Com- 
missioner for Refugees, Dr. G. J. van Heuven Goedhart, who—were he an Ameri- 


can citizen—would not be eligible for a mail carrier’s job because he could not meet 
our Government’s security standards? 

That’s the question Congress will have to answer when the appropriations for 
UNREF (United Nations Refugee Fund) for the next fiscal year will come up 
within a few weeks. The administration is asking for $2,300,000 for the next 
18-month period, 
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The reason why this question must be answered with a clear ‘“‘No’’ lies in Dr. 
van Heuven Goedhart’s past record as one of the most outspoken supporters and 
one of the most stanchest defenders of Stalin’s internal and external crimes as 
well as of the whole Soviet. concept in world politics. 


QUOTES FROM PRO-SOVIET BOOKS 


To prove this very serious accusation which may well lead to the resignation of 
Mr. van Heuven Goedhart, we have just to look at the introduction he wrote to 
the book by Michael Sayers and Albert E. Kahn, the Great Conspiracy Against. 
Soviet Russia. The book, which was required reading for American prisoners 
to be brainwashed in Communist prisoners of war camps in North Korea and 
China, is probably the most formidable pro-Stalinist propaganda job ever done 
by American authors. 

A few quotations will show the true character of this book. About the famous 
Moscow framed-up trial against Pyatakov, Radek, Sokolnikov, Shestov, Muralov, 
and 12 other defendants, page 301: 

“The American Ambassador to Moscow, Joseph E. Davies, was profoundly 
impressed by the trial. He attended it daily, and, assisted by an interpreter, 
carefully followed the proceedings. A former corporation lawyer, Ambassador 
Davies stated that the Soviet prosecutor Vyshinsky, who was being currently 
described by anti-Soviet propagandists as a brutal inquisitor, impressed him as 
being ‘much like Homer Cummings, calm, dispassionate, intellectual, and able 
and wise. He conducted the treason trial in a manner that won my respect and 
admiration as a lawyer.’ ”’ 

On one of the most clear-sighted and accurate predictions about the future 
course of Soviet foreign policy, made in 1944, by our former Ambassador to 
Moscow, William C. Bullitt, Sayers and Kahn write on page 375 as follows: 

‘Four years later (1944) as the Second World War was drawing to its close, 
Bullitt reappeared on the European continent as a correspondent for Life maga- 
zine. From Rome he sent a sensational article to Life which was published in 
that periodical on September 4, 1944. Purporting to give the opinions of certain 
anonymous Romans, Bullitt repeated the anti-Soviet propaganda which for 20 
years had been utilized by international fascism in its drive for world conquest. 

ullitt wrote: 

‘““*The Romans expect the Soviet Union to dominate Finland, Estonia, Latvia, 
Lithuania, Poland, Rumania, Bulgaria, Hungary, and Czechoslovakia. * * 
They expect that, besides eastern Poland, the Russians will also annex Hast 
Prussia, including Koenigsberg’. 

“Bullitt asserted that the menace against which western civilization must unite 
was Moscow and its Communist agents.’’ 

From page 390: 

“But the greatest of all surprises of the Second World War was Soviet Russia. 
Overnight, it seemed, a thick false fog was torn apart, and through it emerged the 
true stature and meaning of the Soviet nation, its leaders, its economy, its army, 
its people and in Cordell Hull’s words, ‘the epic quality of their patriotic fervor.’ 


“LAUDS ARMY UNDER STALIN 


“The first great realization which came out of the Second World War was thay 
the Red Army, under Marshal Stalin, was the most competent and powerfu 
force on the side of world progress and democracy.”’ 

The book coneludes with the following statement by Colonel Robins on page 
396: 

“Soviet Russia exploits no colonies, seeks to exploit none. Soviet Russia 
operates no foreign trade cartels, seeks none to exploit. Stalin’s policies have 
wiped out racial, religious, national and class antagonism within the Soviet terri- 
tories. This unity and harmony of the Soviet peoples point the path to inter- 
national peace.”’ 

Quite rightly, the book the Great Conspiracy Against Soviet Russia by Sayers 
and Kahn was enthusiastically weleomed by the American Communist Party as 
well as by the Soviet press. One July 1, 1946, the New York Daily Worker 
wrote: 

“William Z. Foster, national chairman of the Communist Party, warmly 
endorsed the new $1 edition of the Great Conspiracy Against Russia by Albert 
E. Kahn and Michael Sayers, just off the press, Reclarine that the new popular 
edition ‘opens up the possibility of reaching hundreds of thousands of workers 
with the true facts regarding the anti-Soviet intrigues of American and British 
imperialism from the time of the Russian revolution until the present.’ ”’ 
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This is the book whose Dutch edition carries an introduction by our present 
U. N. High Commissioner for Refugees (from Communist countries), Dr. G. J. 
van Heuven Goedhart, a highly praising introduction as we shall see, an introduc- 
tion from which he has never retracted a single word and which is still distributed 
in om Netherlands as well as in all other Dutch-speaking areas throughout the 
world. 

COUNTESS TOLSTOY PROTESTS 


Only with this introduction in mind are we now able to understand why he so 
fiercely criticized our Government’s program for aiding refugees newly escaped 
from Communist countries. 

Only with this introduction in mind can we fathom the hidden reasons for his 
continuing participation in Soviet-approved repatriation of refugees from non- 
Communist countries. 

It was this outspoken participation in the Soviet-endorsed repatriation program 
which caused Countess Alexandra Tolstoy, president of the Tolstoy Foundation, 
to address a letter on July 5, 1955, to Senator William Knowland, of California, 
in which she strongly and courageously protested against the High Commissioner’s 
activities. In this memorable letter, she wrote as follows: 

“T am taking the liberty of bringing to the immediate attention of the Senate 
Appropriations Committee considering amendments to 8. 2090, information con- 
firmed to the Tolstoy Foundation and other American voluntary agencies working 
with refugees in Austria that the United Nations High Commissioner for Refugees 
is actively participating in repatriation of refugees from Austria to Iron Curtain 
countries. 

‘“‘We have been informed that a Russian-speaking representative of the United 
Nations High Commissioner for Refugees has been accompanying a Soviet 
Repatriation Mission in the British Zone of Austria with the knowledge and 
approval of the United Nations High Commissioner for Refugees. 

“Tt is my understanding that the Congress had never before appropriated funds 
to an agency which operates in a manner which is directly opposed to the interests 
of the United States of America. 

“My organization as well as other American voluntary agencies is most inter- 
ested in this question, and we are bending every effort at the present moment 
toward minimizing and preventing redefection of refugees. 

“Although the United Nations High Commissioner for Refugees claims legal 
grounds under his statute for participating in repatriation, we still consider that 
the fact remains that the United States Congress would be defeating its own 
objectives by authorizing and appropriating special funds for the United Nations 
High Commissioner whose policies, objectives, and interests are in direct conflict 
with the United States Government and the policies that are followed by the 
voluntary agencies working in the field.” 


SUPPORTS SOVIET PROGRAM 


Since then the High Commissioner has not ceased participating in repatriation 
activities. He is the only official who ever invited repatriation of political ref- 
ugees to Communist countries and who ever described such repatriation as a 
solution of the refugee problem. 

Under his eyes, these horrible scenes at the Italian- Yugoslav border are daily 
occurring as documented in the memorandum by the former Yugoslav Ambas- 
sador to the United States, Constantin A. Fottich and Michael Krek, presented 
to the State Department on March 20, 1956. (The text of this memorandum 
appeared in the Tablet of April 28, 1956, and was also fully inserted in the record 
of this writer’s testimony before the Senate Subcommittee on Internal Security 
of May 18, 1956.) 

This writer wants to make it abundantly clear that he does not want to deprive 
the U. N. High Commissioner’s office, as an institution, of a single penny, pro- 
vided that a more suitable man can be found to direct its activities. It is to be 
hoped that both Appropriations Committees of our Congress will take the same 
stand, 

Should it turn out to be impossible—for some reason unknown to this writer— 
to remove Dr. van Heuven Goedhart, the man who so praisingly introduced one 
of the most vicious Stalinist books ever written, then and only then should Con- 

ress consider the possibility of giving the funds, originally intended for the 
t. N. High Commissioner’s office, to American Government, as well as volun- 
tary, agencies, such as USEP (United States escapee program), the National 


Catholic Welfare Conference, the Tolstoy Foundation, Chureh World Service, 
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and the American Friends of Russian Freedom, All these agencies—and many 
others, of course—do extremely valuable work in the field, especially in Europe, 
and all of them are strongly against extending any, however cleverly disguised, 
invitation to political refugees to be repatriated to the countries of Communist 
horrors from which they fled. 


MEMORANDUM FROM DEPARTMENT OF STATE REGARDING ALLEGATIONS CoNn- 
CERNING UNITED Nations H1icH CoMMISSIONER FOR REFUGEES 


On ae 1956, Julius Epstein of New York City presented to the Senate 
Internal Security Subcommittee the copy of an introduction written~by Dr. 
G. J. van Heuven Goedhart in 1946 to a book entitled The Great Conspiracy 
Against Russia. The general tenor of this introduction was that after 4 years of 
fighting with the Russians against nazism and fascism the world should put 
aside its hostility to the Russians and learn to live with them. This introduction 
contains naive and unrealistic assumptions to which the Department does not 
subscribe. It should be considered, however, in the light of events in 1946. 

For 2 years during the war Dr. van Heuven Goedhart was a leader in the Dutch 
underground. The Germans offered an award of 200,000 deutschemarks for 
his capture and listed him as state enemy No. 1. His brother and 37 of his close 
friends were shot by the Germans. The impact of these events obviously had 
a bearing on the thoughts he expressed in the introductory statement in 1946. 

Senator Eastland wrote Ambassador Lodge on May 18, 1956, asking “chow a 
man of Goedhart’s outlook came to head the United Nations organization for 
refugees.”’ 

On May 21, 1956, Ambassador Lodge sent the following reply to Senator 
Eastland: 


Hon. James O. EastTLanp, 
Chairman, Internal Security Subcommitiee, 
Committee on the Judiciary, 
United Staies Senaie, Washington, D. C. 

Dear Senator Eastianp: This acknowledges receipt of your letter dated 
May 18 which was published in the newspapers of May 20. 

In response to your question, the records indicate that Dr. G. J. van Heuven 
Goedhart was first elected to be the United Nations High Commissioner for 
Refugees by the General Assembly of 1950. At that time the United States 
supported Mr. J. Donald Kingsley. 

n 1953 the mandate of the High Commissioner for Refugees was extended by 
the General Assembly for 5 years over the bitter opposition of the U. S. S. R. 
The delegations of the U. 8S. S. R. and the satellite countries strongly attacked 
Dr. van Heuven Goedhart personally for not taking action to repatriate the 
refugees and alleged that he was serving the interests of the United States and 
other western governments. The United States supported the extension of the 
High Commissioner’s mandate, and the decision to take this action was, of course, 
made in Washington. 

At the 1953 session of the General Assembly Mr. van Heuven Goedhart was 
the only nominee of the Secretary General for the post of High Commissioner, 
and he was declared elected for the 5-year term. 

It may be pertinent at this point to say that Mr. van Heuven Goedhart, in his 
appearances at the United Nations has frequently taken issue with positions of 
the Soviet Union and has been a prime target for the attacks of that Govern- 
ment. Last year when the Soviets, as part of their redefection campaign, sought 
in the General Assembly to get language into the refugees resolution which, in 
our opinion, might have made possible the forcible repatriation of refugees, Mr. 
van Heuven Goedhart openly and vigorously opposed this attempt. ith the 
support of the United States the Soviet attempt was defeated. 

t of course, wholeheartedly disagree with the tenor of the statements attrib- 
uted to Mr. van Heuven Goedhart which you quote in your letter. 

Very truly yours, 


Henry Casor Lopagg, Jr. 


Subsequently, Mr. Epstein wrote an article for the Tablet of June 9, 1956, 
entitled “‘Is United Nations Commissioner for Refugees Pro-Red?”’ 

Careful examination of Mr. van Heuven Goedhart’s activities as United Na- 
tions High Commissioner for Refugees discloses no evidence of softness toward 
communism, The Soviet Union and the Communist bloc have consistently 
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attacked the High Commissioner’s Office and program since its inception in 1950. 
They have accused him of “‘training spies against the Soviet Union,” ‘‘providing 
cheap labor to capitalist countries,” and “protecting criminals.” 

Mr. van Heuven Goedhart, since becoming High Commissioner for Refugees, 
has had the fullest support of the Vatican. The Holy See is a member of the 
High Commissioner’s 20-nation Executive Committee. 

As stated in the Tablet article, Countess Tolstoy, president of the Tolstoy 
Foundation, on July 5, 1955, wrote to members of the Senate Appropriations 
Committee criticizing the High Commissioner for participating in the repatriation 
of refugees from Austria to Iron Curtain countries. The allegation concerned a 
Russian repatriation mission which visited refugee camps in the British Zone of 
Austria. The High Commissioner had protested to the British against granting 
the Soviet repatriation mission permission to undertake the trip. The British 
nevertheless authorized the mission permission to enter the British Zone. The 
High Commissioner then demanded that a representative of his Office accompany 
the Soviet repatriation mission to insure that no pressure or improper efforts 
were exercised by the mission to bring about the repatriation of refugees. This 
was entirely proper and in accordance with the responsibilities of his Office to 
provide legal and political protection to refugees. 

When the full facts became known to Countess Tolstoy she wrote the following 
letter to the High Commissioner under date of July 29, 1955: 


Dr. G. J. van Heuven GoEDHART, 
United Nations High Commissioner for Refugees, 
Palais des Nations, Geneva, Switzerland. 


Dear Dr. vAN HeEvuvEN GoepuHart: I would like to make the following state- 
ment which you may use at your discretion. 

The expression used in my letter to the members of Congress that—‘‘the United 
Nations High Commissioner for Refugees is actively participating in repatriation 
of refugees from Austria’’ was based upon misinformation reaching me that I only 
now have been able to correct. 

Therefore, my recommendation to certain United States Congressmen and 
Senators was unfortunate. I am calling this to the attention of those to whom my 
letter was addressed. At that time I was under a very great stress of conscience 
at learning that, after 4 years of operation in Austria, you had for the first time 
assigned an observer to accompany the Soviet repatriation mission into the camps. 

It is a great satisfaction to me to learn that you now are favorably disposed to 
consider resettlement abroad as the best permanent solution for foreign-speaking 
refugees in Austria. 

Very truly yours, 
ALEXANDRA TOLSTOY, 
President, Tolstoy Foundation, Inc., New York. 


In connection with the same matter, the Department received from the Very 
Reverend Monsignor Aloysius J. Wycislo, National Catholic Welfare Conference, 
the following statement: 

‘‘Word has reached me of some confusion regarding the recent interest of the 
United Nations High Commissioner for Refugees in the matter of the repatriation 
of refugees in Austria. Like several other agencies, we too were concerned with 
the visit of the representative of the High Commissioner’s Office in the company 
of a Soviet representative to various areas in Austria seeking the repatriation of 
prisoners to countries behind the Iron Curtain. We took steps to look into the 
matter and are happy to advise you that we are satisfied that the High Com- 
missioner’s Office proceeded correctly and in the interest of the people themselves. 
We know that the concern was merely for voluntary repatriation-and we under- 
stand that the invitation was engendered by the representatives of the British 
Occupation Forces and that the pocpese of the representative of the High Com- 
missioner was to protect the rights of the refugees.” 

The Department has no evidence to support the charges contained in the 
Tablet article to the effect that the High Commissioner’s past record is one of 
outspoken support and stanch defense of Stalin. On the other hand, there is 
considerable evidence indicating the contrary. For example, in a speech before 
the General Assembly on November 22, 1949, while a member of the Dutch 
delegation to the United Nations, Mr. van Heuven Goedhart said the following: 

“The communist parties of all the countries are under Moscow orders. On 
these orders they start political strikes, they organize political campaigns, they 
infiltrate trade unions and other political and cultural organizations. Their 
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party line is the Moscow party line, and woe be to them if they do not keep faith- 
ful to it. When the United States of America in a deciseion which I do not hesitate 
to call historic came to the aid of devastated Europe, by setting up the Marshall 
plan, the Moscow rulers gave orders to upset the operation of that plan. Whene 
Czechoslovakia dared to be interested in that Marshall plan, the Czechs were 
summoned to Moscow and told that they had to keep out of it. The U.S.S.R., 
claiming that the Marshall plan aims at domination of other countries, exercises 
itself domination of many countries. Where is Estonia, where is Latvia, where 
is Lithuania, Mr. Chairman? They have been wiped out by the U. 8S. S. R. 
And where is the independence of the Polish State, that now has as one of its 
most powerful Cabinet Ministers the Soviet Marshal Rokossovski, a foreigner? 
I do not criticize, Mr. Chairman, I only mention irrefutable facts and I submit that 
there is not one single such fact that proves that the United States of America 
by the Marshall plan tries or will try to curtail the independence of any country 
that benefits by it. And let us turn to the Atlantic Pact, Mr. Chairman. When 
Sweden preferred not to associate itself with that pact, did then the United States 
of America punish Sweden by retention of its citizens, by economic blockade on 
by saber rattling? Was any press and radio campaign started against Sweden 
telling the Americans that the Swedes were communists or “reds’’? Would 
moreover an Atlantic Pact ever have become a necessity if not the U. 8. 8. R. 
were pursuing a policy that makes the peoples of the world fear its real aims and 
doubt its real love of peace?”’ 

While chairman of the Dutch delegation to the United Nations in 1950, Mr. 
van Heuven Goedhart sponsored the U. N. resolution “Peace Through Deeds,” 
countering the Soviet sponsored ‘Stockholm Peace Appeal.” This resolution 
was cosponsored by eight free nation delegations, including the United States. 
During the course of debate on this resolution, he said in part as follows: 

“It is only natural, Mr. President, that on the basis of these remarkable assump- 
tions, the Soviet Union feels bound to come forward, from time to time, with lofty 
‘peace proposals.’ It would, in fact, be most inconvenient for the Soviet Union 
if its admirers and followers would have nothing better to point to than the dis- 
appearance from the map of States like Estonia, Lithuania, Latvia; to the sum- 
ming up, with the medium of the Cominform, of strikes against the operation of 
the Marshall plan and the Atlantic Pact; the blessing (by the Soviet Union) of 
the invasion of North Korea into the Republic of Korea; the threatening words 
and deeds of the Soviet Union against Yugoslavia; the refusal of the Soviet Union 
to join the overwhelming majority of the members of the United Nations in their 
efforts to strengthen the hands of our Organization against those who resort to 
aggression; the barring of peace-loving countries from membership of the United 
Nations as a consequence of a Soviet veto; or the consistent frustration by the 
Soviet Union of every effort toward measures for the control of atomic energy 
such as to render impossible the use of that energy for purposes of war.” 

In response to a request by an American wire service that he give his opinion 
concerning Mr. van Heuven Goedhart, Dr. Charles Mayo, who was a United 
States delegate to the Eighth General Assembly, said: 

“He was attacked most venomously by the Communists. One of the great 
problems on which he differed from them was on his definition of a refugee. He 
insisted on the right of an individual to seek asylum in nations in which there was 
freedom, and denied vigorously their idea that the refugee was a chattel that 
belonged to any country from the time of his birth until his death. These per- 
sonal attacks on great men serve no useful purpose and Goedhart need not defend 
himself personally from them. He has a great many friends who will gladly do 
it for him.” 

Mr. van Heuven Goedhart has authorized use of the following statement which 
he has prepared in answer to recent charges which have been made against him: 

“T do not intend to reply to any attack on my personal and political integrity 
made directly or indirectly by Julius Epstein. My 30 years’ record, as newspaper 
editor, as Minister for Justice in the Dutch Cabinet (1944), as C hairman of the 
Subcommittee on Freedom of Information and of the Press of the Human Rights 
Commission of the United Nations, as a senator in my country (1947-51), 
chairman of the Dutch delegation to the International Conference on Freedom of 
Information and of the Press held in Geneva in 1948, as vice chairman of the 
Netherlands delegation to the General Assemblies of the United Nations in 1949 
and 1950, and as High Commissioner of the United Nations for Refugees proves 
beyond any possible doubt that I have consistently and continuously been a 
strong anti-Nazi and an equally strong anti-Communist. 
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“Since 1951 it has been my privilege to serve the interests of the refugees under 
the mandate of the United Nations, all victims of Communist and National- 
Socialist oppression and persecution (nationals of the Soviet Union, Poland, 
Czechoslovakia, Rumania, Bulgaria, Hungary, Yugoslavia, Albania, Jews who 
fled from Hitler’s tortures). It is for these refugees that my office worked out a 
4-year program of permanent solutions, which was approved in 1954 by the 
General Assembly of the United Nations against the strong opposition of the 
five Communist member states: the Soviet Union, Poland, Czechoslovakia, Byelo- 
russia, and the Ukraine. It was for this program that my office received last 
year the Nobel Prize for Peace and I myself the Wateler Peace Prize of the 
Carnegie Foundation in the Hague. 

“That program can only be carried out if the governments come forward with 
adequate voluntary contributions to the United Nations Refugee Fund (UNREF). 
I am therefore deeply grateful to the administration of President Dwight D. 
Kisenhower and to the Congress of the United States for having initiated a positive 
policy toward the United Nations refugee program by making in 1955 a first 
American contribution to UNREF. I am equally grateful to the administration 
for having suggested a further contribution to UNREF for 1956-57 which at 
present is under active consideration of the appropriate congressional committees. 
Without such a contribution the refugees under the mandate of the United Nations 
have no hope of achieving a permanent solution of their problems. I shall there- 
fore not allow any attack on my person and my integrity as an international civil 
servant to impair the chances of such a contribution being made, 

“Every single dollar coming to UNREF is spent on the basis of detailed con- 
crete projects, approved by an Executive Committee consisting of the repre- 
sentatives of 20 States. None of the Communist countries is or ever was a 
member of that Committee. Amongst the members are the United States and 
the Holy See. Not one dollar has ever been or is being spent on the repatriation 
of any refugee. The task of my office in the field of repatriation is limited to 
protecting the refugee against pressure. My annual report 1956 contains an 
account of our activities in that regard. 

‘With this statement of facts which can be easily checked by anyone interested 
in them I leave the final judgment of my personal and political integrity with the 
fullest confidence to those on whom the United States appropriation to UNREF 
depends.”’ 

In view of the foregoing, the Department does not believe that the allegations 
made against Mr. van Heuven Goedhart in the Tablet article are valid. It 
further believes that the successful implementation of the High Commissioner’s 
program is important to United States national interests. 


TYPES OF ASSISTANCE GIVEN REFUGEES 


Mr. Fenton. In what other ways do you help some of these dis- 
abled old people? 

Mr. Puiurps. There is a variety of kinds of projects. 

For example, in Austria today there are projects which provide long- 
term liberal loans to farming families. It enables them to buy a small 
farm, to equip it, get seed, stock, and over a long period of time 
under very liberal terms to repay that loan and establish themselves 
in agriculture. 

There are other projects which involve training in crafts, handicraft 
work, or local industries, shoemaking, perhaps, and various other 
trades. 

In many instances these people had skills which have become rusty 
through lack of use. 

In other cases, particularly in Germany, it is a question of providing 
housing in areas where employment is available. 

There is a difficult situation. Many of the refugees are employable 
but there is no place for them to live in the area where the employ- 
ment.is needed. Housing takes a high priority. This is especially 
true in Austria and Germany. 
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May I also say that the four governments—the governments of 
residence—Austria, Italy, Greece, and Germany, are themselves put- 
ting a lot of money into this program, in the form of local costs, on the 
same basis as in the technical assistance program. They are therefore 
making a very substantial contribution which we do not include in 
these figures. 

I think the estimate for 1955 was about $4 million in addition to 
what has been paid out of the UNREF fund itself. They are making 
a real contribution, and for many of these small governments it is a 
considerable burden. 


PERIOD COVERED BY APPROPRIATION REQUEST 


Mr. Frnron. Last year during the hearings, there was some 
interrogation by Mr. Wigglesworth as to the method of financing the 
operation. Mr. Wigglesworth evidently was trying to get some 
answer as to how it was progressing. 


He said: 


What I am trying to get at is this: 

Is there any of this request, if it is approved, going to be used with respect 
to the work of this agency from January to June of 1955, inclusive? 

You said: 


I can’t see how any of this money can be used for any obligations which were 
incurred prior to July 1, prior to the time the money is made available. 

Mr. Puiturps. The United States contribution for 1955 was, of 
course, not available until the second half of calendar year 1955, and 
therefore it was not possible for United States funds to be used, obli- 
gated, or expended during the first 6 months of 1955. 

Mr. Fenton. How did you operate? 

Mr. Putuutps. They fortunately did have other funds. Other gov- 
ernments made their contributions earlier. This, sir, is one of the 
reasons we are anxious to be in a position to make our contribution 
in advance. 

Mr. Taser. One of the things that bothered me about this fund and 
a lot of the other things you have been doing, is this: 

I want to read page 437 of last year’s hearings: 


Mr. WiacLeswortH. What are you going to do with respect to the second 6 
months of 1956? 

Mr. Puariuurrs. The High Commissioner again will have to depend on funds 
received from other sources. 

Mr. WiacLeswortH. This committee can rest assured that you are not going 
to come back here for a supplemental appropriation for the second half of the 
fiscal year 1956? 

Mr. Putuurps. No, sir; not if we can obtain this appropriation. 


That same sort of thing has been going on right along with these 
funds. We had people coming here to us last year asking for 18 
months’ appropriations when it was perfectly clear in previous years 
that we were providing all that was supposed to be provided. 

We get this situation again at this time. I don’t see why the State 
Department insists on approaching this thing in that way. It makes 
it very difficult for me to have faith in it. 

Mr. Puruuips. I agree with you that this is somewhat confusing. 

Mr. Taper. It is not confusing. The question is whether it is 
being approached in a way that we can feel we have had the program 
of the State Department presented to us correctly in the past. That-is 
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the thing that bothers me. Maybe you do not want to have the 
Congress have any confidence in it. 

Mr. Puruurrs. I believe we have done nothing that we indicated 
we would not do last year. We have not come back for a supple- 
mental,.we are not asking for a supplemental. We are now asking 
for funds which will be contributed to the 1956 program on the same 
basis as funds were contributed to the 1955 program. The only addi- 
tion is that we are asking for an 18 months’ appropriation to enable us 
to have at least a 6 months’ advance pledge for the calendar year 1957. 
I do not believe we have done anything which indicated 

Mr. Taser. When you approach it in the way you have, it makes 
people suspicious of you. 

Mr. Putuurps. I would like very much to try to clarify anything 
that we have not made sufficiently clear or to cease doing anything 
which you feel we have done improperly. I am not aware of that. 

Mr. Taser. When we made the appropriation of $1.2 million last 
year, we expected that that was all we were going to be asked for for 
the period covered by the bill. 

Mr. Puriuuips. I believe, Mr. Taber, when I was here I said 
we would come back for the regular 1957 fiscal year and request 
sufficient money to enable us to make a contribution for the 1956 
program. The only change is we would like to put this program on 
the same basis ‘as the other two voluntary programs, namely on a 
current basis. I do not believe we have changed. 

Mr. Taser. Would it be on a current basis if the $1.2 million was 
treated for the fiscal year 1956? And frankly that is what evidently 
was expected. 

Mr. Patties. I believe this was obligated on exactly that basis, 
Mr. Taber. 

; a TaBeEr. I do not know how you can figure it but maybe you 
id. 

Mr. Puiturrs. May I refer to my own testimony of last year on 
page 438: 

Mr. Puiturrs. We would not come in for a supplemental, but in the testimony 
on the 1957 fiscal year mutual-security bill we would ask for funds which could be 
expended by the High Commissioner throughout the calendar year 1956. Ob- 
viously he would not receive such funds until Congress had appropriated. I 
wonder if I might just quote from the report of the Foreign Affairs Committee. 

I then proceed to show that the authorizing language authorized an 
appropriation of $1.4 million available for obligation during fiscal 

ear 1956 for contributions for the calendar year 1955 program of the 
United Nations refugee fund. 
Mr. Taner. That is all I have. 





NUMBER OF REFUGEES 


Mr. Fenton. What is the total number of refugees? 

Mr. Puiiuips. Covered by this program, sir, the current figure is 
237,000 as of January 1, 1956. 

Mr. Fenton. That is 300,000 minus 61,000? 

Mr. Puiuuips. Yes. 

Mr. Gary. Sixty thousand of them in refugee camps? 

Mr. Puiurrs. As of January 1 the estimate is about 60,000 in 
camps. 
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Mr. Fenton. Are you getting any additional refugees? 

Mr. Puixurps. There are new arrivals coming from behind the Iron 
Curtain. These are handled primarily by the United States escapee 
program. The High Commissioner’s program is concerned mostly 
with these older refugees coming prior to 1948 in most cases, though 
he does assist some of the later arrivals. 


TERMINATION OF PROGRAM 


Mr. Fenton. This 4-year program is expected to be finished? 

Mr. Puruurrs. If the governments provide the wherewithal neces- 
sary to do the job, it should be finished. This is not going to eliminate 
the refugee problem of the world. This is directed at this hard-core 
group in these four countries. 

Mr. Fenton. That is all. 

Mr. Hanp. Do I understand you expect this program to arrive at 
a complete and satisfactory solution within the next 4 years? 

Mr. Putuures. I am afraid if other governments do not make larger 
contributions than have been made to date, there is going to be a 
shortage. We have to face that. As far as the United States is 
concerned, when we agreed to the establishment of this 4-year pro- 
gram, we agreed to the target figure of $16 million, to which govern- 
ments would contribute voluntarily, and we felt 4 rears was a rea- 
sonable period of time in which to do it. 

Mr. Hanno. What is the permanent solution of the problem? 

Mr. Puiturps. The term “permanent solution” is used to describe 
ibe kinds of projects to which I referred earlier, putting people in 
agriculture, into local crafts and industries, giving them the kind of 
training to renew old skills and develop new ones 

Mr. Hanp. There again you run into the probler m you mentioned a 
moment ago and that. is, shall I say the discrimination against the 
foreigners in countries where there is already unemployment. 

Mr. Puiuuips. This is a problem, and in some cases the major effort 
has to be on resettlement outside the country, but the governments 
concerned have been making a very real contribution. They have 
recognized they cannot resettle all these people. ‘The question is, what 
will the -y do with them? Are they going to let them rot in camps? 
Are they going to be on the dole the 1 est of their lives or are the ‘Vv going 
to make an effort in cooperation with this program to make them self- 
supporting? In Austria a good many are being naturalized and given 
Austrian citizenship. As more become nationals of the country in 
which they live they will be taken off these projects. There is a good 
deal being done on a relatively small scale, but it is very encouraging. 

Mr. Hanp. The committee cannot look forward to a solution of it 
within the 4 years of the program as originally envisioned? 

Mr. PHILLIPS. I think we can look forward to a closure of the 

‘amps now in existence. This is the No. 1 priority of the program. 
I would not guarantee that they will all be closed, but it is encouraging. 
I just attended the executive committee meeting in Geneva and 
learned that Greece has already closed two camps and is in the process 
of closing a third. If we can eliminate the evils of this camp problem, 
I think a substantial impact will have been made. 
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REFUGEES NOT LIVING IN CAMPS 


Mr. Hanp. Where are the rest of the people living who are not in 
camps? 

Mr. Puiuurrs. They are scattered around. I have visited some 
of these little huts, settlements, sometimes known as unofficial camps, 
not officially recognized as camps—tar paper shacks grouped together. 
I visited one not so long ago, a pretty bad situation. Others live 
singly or in groups eking out an existence as best they can. Some, 
of course, do get temporary employment, perhaps during heavy 
farming seasons they can get work. 

Mr. Hann. Do we make any effort to keep in contact with these 
informal camps or scattered groups of huts, and what are we able to 
give to them when they are so informally gathered together? 

Mr. Puituirs. The executive committee of the High Commis- 
sioner’s program voted to authorize the High Commissioner to 
undertake a survey of these so-called unofficial camps so we knew 
where they were, who lived there, what these people did. This was 
just for Austria. The results were interesting and showed that 
there were over 300 of these so-called unofficial camps. They de- 
scribed these camps as being settlements of 10 or more families. I 
do not have all the statistics but it showed the general breakdown by 
age, by national background; it showed that a substantial number 
were unemployed for various reasons. We have got a great deal more 
information and as a result, much effort is being directed to that 
group. 

Mr. Hanp. What aid are you able to give to people living in those 
small scattered camps of 10 or more families? 

Mr. Puruuips. All of the work is carried on through voluntary 
agencies. The High Commissioner enters into contracts, project 
agreements, with the local government and voluntary agencies. 
These agencies have counselors who provide valuable service. They 
know where these people are. They know their needs. 

Mr. Hanp. Do we contribute funds to these agencies? 

Mr. Puiturpes. We contribute our funds to this central account. 
Money from that account is allocated to these voluntary agencies on 
the basis of projects which have been set up and approved by the 
executive committee. They are then carried out by the agency’s 
own personnel and are reimbursed on the basis of the contract. 

Mr. Hann. Notwithstanding underemployment in some of these 
countries, has there been any attempt made to take these refugees who 
are able-bodied and put them in any sort of a useful public works 
program? 

Mr. Puiturps. A state public works program? 

Mr. Hann. State or local. 

Mr. Puruuips. I am not familiar with any such cases. I do not 
believe so. If so, I have not heard of them. This, I suppose, would 
have the disadvantage of being a temporary solution and would not 
really come to grips with their permanent needs. 

Mr. Hanp. I am not able to come to grips with what is the solution 
of their permanent needs. 

Mr. Puiuires. To move as many of these people as you realistically 
can out of the country is ideal. 
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ORIGIN OF REFUGEES 


Mr. Hann. Where are they from originally? 

Mr. Puiuurpes. We can get you an actual breakdown. 

Mr. Hanp. I do not want too much detail. 

Mr. Puiturrs. They are mostly from behind the Iron Curtain, from 
Eastern European countries and from Russia. 

Mr. Hanp. They declined to return or did not wish to return 
because of ideological differences? 

Mr. Purutips. Because they face, in their opinion, death or a fate 
worse than that. They are mostly political and religious refugees. 

Mr. Hanp. Is Austria particularly hospitable to this group? 

Mr. Puiuuipes. Austria recently has undertaken special efforts to 
try to come to grips with its refugee problem. They have a good 
record for a policy of liberal asylum. They are in a very sensitive 
spot. They have this flow of refugees coming from 2 or 3 sides. Mr. 
Warren, who will speak later about the Migration Committee, 
can elaborate on this subject, but the Austrian Government, par- 
ticularly in the last few months, has taken important steps to improve 
its handling of refugees. 

Mr. Hann. A great many countries with vast amounts of land and 
pretty good opportunities for employment are undermanned; notable 
examples of which are Australia and Canada. There are dozens of 
others. Is there any attempt made to get these people into those 
countries? 

Mr. Puiuurrs. Yes, a great effort is being done in just exactly that 
direction through the Migration Committee. This is the interesting 
interrelationship between these programs. I do not want to take over 
from Mr. Warren, but it is true the Migration Committee has moved 
substantial numbers of these people, including refugees, into under- 
populated countries such as Australia and Canada. In fact, Australia 
is making a tremendous effort at the present time. That is not limited 
to refugees under this program, but inevitably some do benefit. 


UNITED STATES POLITICAL INTEREST IN PROGRAM 


Mr. Hanp. You mentioned we had two interests in this program, 
one was political and the other was humanitarian and I think you said 
the political interest was to perhaps combat the efforts of Russia in 
the so-called redefection program. What effort is Russia making 
and what effort can Russia make in that connection? By redefection 
I suppose you mean Russia is attempting to bring them back. What 
is their motive? 

Mr. Puiuurps. Again I think more expert testimony will be given 
later by Mr. Dawson in connection with the escapee program. To 
the extent that the Communists can discontinue the flow of refugees 
from behind the Iron Curtain, the so-called Workers’ Paradise, to the 
Western World, this is to their interest. Every worker who escapes 
from this so-called ‘“‘workers’ paradise” constitutes a repudiation of 
the regimes. 

Mr. Hanp. They lose face? 

Mr. Puiuurps. Yes; and politically it is embarrassing to maintain 
you bave this paradise and yet people are constantly trying to escape. 

Mr. Hanp. Is there any other reason they want them back? 
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Mr. Puriuuirs. To the extent they can get them back through what- 
ever means they may employ, they feel they can break up some of the 
rather effective organizing efforts going on among refugee groups once 
they reach the free world. 

Mr. Hanp. Are there any other political reasons we are interested 
in this refugee program? 

Mr. Puiuures. I would be happy and Mr. Dawson will be happy 
to pursue this particular point off the record. 

Mr. Hanp. I am far from satisfied with our political interest in this 
situation. Obviously there is a humanitarian interest. I am far 
from satisfied with the validity of our political interest or how the 
presence or absence of these poor unfortunate groups affect the 
security of the United States. The humanitarian interest is obvious 
but so far I have not seen the political interest. 

Mr. Puiturps. What I am trying to say is that the groups of 
refugees who will benefit primarily from this program are those who 
have been living the life of refugees the longest. They are the ones 
who are most discouraged or most easily discouraged. They have 
seen fellow refugees taken out of camps, moved overseas, starting 
new lives in freedom. For various reasons they cannot leave; some- 
times in a family of 4 or 5 there is 1 sick father and the rest will 
refuse to leave him. Whatever the reasons there is apparently no 
hope for the future. After 4, 5, 6, 7 years of this hopeless existence 
people begin to think differently than most rational beings do. They 
begin to get homesick and believe that anything is better than staying 
where they are. They therefore become susceptible to the kind of 
subtle pressures that have been exerted by the Communists to get 
them to go home. When they do that, it constitutes a repudiation of 
the free world. Apparently some people, so it would be said, prefer 
the eerie of communism to the freedoms of the West, of the free 
world. 

This, in general, is the political problem, but we should not limit 
our interest to political objectives. I think there are important 
humanitarian objectives. I think it is right that 15 or 20 nations 
should be trying to tackle this together. 1 do not think this should be 
solely a United States responsibility. 

Mr. Hann. I do not mean to sound either cold or legalistic in 
framing this question. But if we forget for the moment our political 
interest, if any, in this picture, and we recognize the obvious humani- 
tarian interest which we have as men of good will, what do you have 
to say as to the constitutional authority of the Congress to appropriate 
funds for an exclusively humanitarian purpose? The whole program 
might lend itself to some doubt on that basis, but I suppose you can 
cover it up with the general welfare, but if we were to define this as a 
humanitarian interest, what is the constitutional right of Congress to 
appropriate funds? 

I have unlimited right to contribute my own funds, but what right 
have I to contribute funds of people I represent? 

Mr. Puiturrs. I am not a lawyer, but I would say that it appears 
that we have engaged in appropriating public funds for essentially 
humanitarian purposes. It would seem:to me-that the United Nations 
Children’s Fund was essentially a humanitarian program. To the 
extent that we help these countries, to the extent we keep down child 
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mortality, this is all, in the long run, in our political interest. I think 
there is a more direct political interest in this UNREF program. 

We have to bear in mind these four countries on whose soil the 
refugees live have quite a burden on them. They are friendly coun- 
tries. They are free countries of the West. Some participate in 
NATO. We have an interest there. 

Mr. Hanp. That is all. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


WITNESS 


GEORGE L. WARREN, ADVISOR ON REFUGEES AND DISPLACED 
PERSONS IN THE DEPARTMENT OF STATE 


Mr. Gary. Next we take up the appropriation for the Intergovern- 
mental Committee for European Migration. There we have a request 
for $12.5 million. 

Mr. Warren. I am George L. Warren, Adviser on Refugees and 
Displaced Persons in the Department of State. One of my duties is 
to provide liaison between the Department of State and this com- 
mittee. I have a statement here which I would like to insert in the 
record, but to save you the burden of listening to it I would prefer to 
summarize it. 

Mr. Gary. It will be inserted at this point in the record and we 
shall be glad to hear you summarize it. 

(Information referred to follows:) 


The Intergovernmental Committee for European Migration composed of 26 
governments of the free world is engaged in securing increased movement of 
emigrants and refugees out of Europe who would not otherwise be moved. 
Austria, Germany, Greece, Italy and the Netherlands must secure the emigration 
collectively of approximately 350,000 indigenous nationals and refugees annually 
to maintain political and economic balance in their economies. Some 175,000 
emigrants leave Europe annually without international assistance. The Migration 
Committee’s objective is to achieve an additional annual movement of 165,000. 
Unemployed nationals and refugees who constitute a drag on the economic 
development of European countries can contribute substantially to the economic 
and political strength of the developing Latin American countries, Canada, 
Australia, New Zealand, and Rhodesia and Nyasaland which require additional 
manpower. The Migration Committee provides shipping on migrant routes where 
commercial shipping is inadequate or nonexistent, subsidizes the costs of transport 
and supplies technical services which facilitate movement, improve the quality of 
emigrants and reduce waste in time and effort in the migration process. 

The Intergovernmental Committee for European Migration was organized at 
Brussels in 1951 in response to the initiative taken by the United States Congress. 
Communist and Communist-controlled governments are excluded from member- 
ship. It is expected that the present membership of 26 governments will be in- 
creased during 1956 to 28 by the addition of Spain and the Union of South Africa. 
Section 534 of the Mutual Security Act of 1951, as amended, contained authori- 
zation for United States participation in and contributions to the Committee in 
salendar years 1953 and 1954. Section 405 (a) of the Mutual Security Act of 
1954 provided continuing authority for appropriations and participation in the 
Committee on the basis of the constitution adopted by the Committee which 
came into force in October 1954. Twenty-four government members have ac- 
cepted the constitution. 

From February 1, 1952, to December 31, 1956, the Migration Committee moved 
406,867 persons out of Europe, including 83,188 refugees under the mandate of 
the United Nations High Commissioner for Refugees and 56,001 refugees of other 
categories, total 139,189; 121,222 migrants were moved in 1954; and 120,442 in 
1955. Approximately one-third of those moved to date have consisted of the 
wives and children of migrants who proceeded overseas earlier without their 
families. This has assisted to stabilize the new immigration in the receiving coun- 
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tries. The volume of movements to Australia has increased substantially in the 
last 2 years and constituted 43 percent of the total movement in 1955. The esti- 
mate of total movement for 1956 is 125,900. This figure includes estimates of 
50,525 to Australia and 31,510 refugees to the United States who are expected to 
receive visas under the Refugee Relief Act of 1953 and who will require assist- 
ance in transportation. These latter constitute only a minor part of all those 
receiving visas under the act. 

To increase the volume of movement, the Migration Committee has acted to 
improve governmental procedures in the preselection, medical examination, trade 
testing, and processing of migrants in the emigration countries and in their recep- 
tion and placement in the receiving countries. At the request of member govern- 
ments, the Committee has supplied technicians to improve the effectiveness of 
public administrations engaged in the migration process. In this manner the 
best procedures of one member government have been made known to and applied 
by other interested member governments. Other services, such as vocational and 
language training, the location of opportunities for emigration and the dissemi- 
nation of information about immigration countries have been provided coopera- 
tively with the emigration and immigration countries.. All of these services ap- 
plied at both ends of movement have served not only to increase the flow of mi- 
grants but substantially to improve the quality and suitability of the migrants 
moved and to reduce waste, cost, and confusion in the migration process. 

The voluntary agencies have played an important role in assisting the Migra- 
tion Committee to expand the flow of movement. Concentrating on the emigra- 
tion of individuals not covered by government mass schemes for the recruitment 
of workers, they have developed new opportunities for immigrants in the receiving 
countries by securing sponsors and assisting migrants in their adjustment after 
arrival. Assisted by the Committee they have operated revolving funds which 
make it possible for the migrant to make partial prepayment of the cost of his 
transportation before departure and repayments on loans covering the balance 
after arrival. Substantial progress has been made in increasing migrant con- 
tributions toward the costs of movement and a majority of the migrants moved 
now contribute to the costs of their transportation on the basis of ability to do so. 

The Mutual Security Appropriation Act for 1955 (Public Law 778) included a 
condition in the appropriation for the Migration Committee to the effect that none 
of the funds appropriated could be used for assisting directly in the movement of 
any persons to the Western Hemisphere who had not had a security clearance 
based on reasonable standards. This condition was repeated in the Mutual 
Security Appropriation Act for 1956 (Public Law 208, 84th Cong.). During 1955 
the Department of State arranged with the Migration Committee for the estab- 
lishment of special clearance procedures to comply with this requirement. All of 
the concerned government members of the Committee have cooperated fully in 
the operation of these procedures which have been under constant review by the 
Department of State and found to be effective. 

The Migration Committee has effective cooperative working relations with 
other national and international organizations dealing with refugees, specifically 
the Office of the United Nations High Commissioner for Refugees and the United 
States escapee program. Tripartite meetings of the administrations of the three 
organizations are held monthly to insure close coordination of all operations. The 
Migration Committee concentrates on the movement of refugees who have re- 
ceived visas of admission to countries of immigration. 

The estimate of movement for 1957 is 145,550, including 15,080 to the United 
States under the Refugee Relief Act of 1953, who will require assistance in trans- 
portation. No funds for this purpose are included in the appropriations for the 
administration of the Refugee Relief Act of 1953. The estimate for movement to 
Australia is 59,160, more than 40 percent of the total; 50,100 are expected to be 
moved to Latin America. The estimated budget of the Migration Committee for 
1957 to cover this movement is $51,044,464; $2,739,154 for administration and 
$48,305,310 for operations. 

Contributions to the administrative expenditure are obligatory upon member 
governments in accordance with an accepted fixed percentage scale. Contribu- 
tions to the operational expenditure are voluntary. These latter consist of con- 
tributions to the free funds of the Committee for operations and reimbursements 
by governments on the basis of per capita rates for persons actually moved to or 
from their countries. For instance, Italy now contributes $65 per adult migrant 
leaving Italy for the Western Hemisphere and an additional $122 per migrant 
going to Australia. Australia contributes $85 per migrant from Kurope generally, 
but. $100 per migrant from the Netherlands. The Netherlands contributes $65 
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r migrant to the Western Hemisphere and $100 per migrant to Australia. The 

atin American countries contribute from $20 to $75 per migrant received. 
Canada reimburses the Committee for the full cost of all movement to Canada 
under official schemes. The important emigration and immigration countries 
have progressively increased their per capita rates and the dollar amounts of 
their reimbursements based on the volume of movements during 1954, 1955, and 
1956. 

The United States share of the administrative expenditure, originally 33.33 
percent, is 30.87 percent for 1957 owing to the acquisition of new members by 
the Committee; 30.87 pereent of the estimated administrative budget for 1957, 
$2,719,514, allocated to member governments is $839,467. By administrative 
decision the United States contribution to the operational expenditure may not 
exceed 45 percent of the cash contributions of all governments to operations. 
The proposed United States contribution to operational expenditure for 1957 is 
$11,660,513, which is approximately 41 percent of the estimated cash contribu- 
tions of all governments to such expenditure. The request for appropriation to 
cover the United States contribution to the Migration Committee for calendar 
year 1957 is therefore $839,467 plus $11,660,533, or $12,500,000. The full 
amount requested, $12,500,000, is required in the United States interest to 
exploit every possible opportunity to increase the movement of emigrants and 
refugees out of Europe in calendar year 1957. 


Mr. Warren. This Committee was established in 1951 on the 
initiative of the United States Congress. It now consists of 27 
government members of whom 26 have accepted its constitution. 
It is engaged in moving migrants and refugees out of Europe to over- 
seas underdeveloped countries. About one-third of the persons 
moved are refugees of one category or another. The Committee 
started in 1952 and moved 77,000, about 85,000 in 1953, 120,000 in 
1954, and 121,000 in 1955. We expect to move 126,000 in 1956 and 
the estimate for 1957 is 145,550. 

This request for $12.5 million is to cover the United States contri- 
bution to the Committee for the Committee’s operations during the 
calendar year 1957. 

Mr. Gary. Calendar year 1957? 

Mr. WaRREN. Yes. 

Mr. Gary. You have finally gotten this appropriation on the same 
basis as the United Nations technical assistance program and the 
Children’s Fund? 

Mr. WarrEN. I assume so. This is an appropriation for the fiscal 
year 1956-57, but the money: is contributed to the Migration Com- 
mittee for its operation during calendar year 1957. 


MEMBER COUNTRIES 


The committee is made up of the emigration countries in Europe— 
Germaay, Austria, the Netherlands, Italy, and Greece; the immigra- 
tion couatries in Latin America, Australia, Canada, New Zealand, 
Rhodesia, and Nyasaland, and in September the Union of South 
Africa will join the committee to make 28 members. 

There are also certain so-called sympathizing government members 
like Sweden, Switzer.and, Norway, Denmark, Belgium, and France, 
which are neither immigration nor emigration countries, which are 
interested in helping to solve this problem of overpopulation in 
Europe. 

NUMBER OF MIGRANTS FROM EUROPE 


Now our estimates are that about 350,000 persons ought to leave 
Europe annually if the European governments are to maintain 
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economic and political balance and prevent the spread of communism. 
There are about 175,000 people who leave Europe annually, you might 
say under their own steam, some under the benefit of bilateral agee- 
ments but in any case without any international assistance at all. 

The objective of the Committee and of the United States is to 
achieve an annual additional movement of about 165,000. We have 
reached a movement of around 120,000 to 125,000. We hope we can 
do better in 1956. 

Now the Committee is financed by a method that is peculiar to its 
own operations. The annual administrative expenditures are approxi- 
mately $2.7 million. They are allocated on a percentage basis to the 
27 government members. Our percentage in 1957 is 30.87. It was 
originally 33.33. That amounts to some $800,000. 


CONTRIBUTIONS 


The contributions for the real heavy costs of the Committee’s 
activities, consisting largely of transportation costs of moving these 
eople, come from different sources completely on a voluntary basis. 
hat is, the emigration country contributes a certain per capita amount 
for the person leaving the country and the immigration country 
contributes an additional amount for a person received in their 
country under the auspices of the Committee. The migrant himself 
also makes a contribution to his own transportation, sometimes 
directly and sometimes on a revolving loan basis which also helps to 
meet the total cost of transport. 

The United States contribution is to the free funds of the Committee 
and fills in the deficit in the transportation cost which does not come 
from these other sources. The transport supplied by the Committee is 
terribly important because commercial transport on these migrant 
routes just does not exist or is hopelessly inadequate. As a matter of 
fact, the migrant movement is extremely difficult for the commercial 
companies to deal with because it is one-way traffic. There is no 
return passage on which they can utilize their equipment. The Com- 
mittee uses commercial shipping or air transport wherever it is 
ae and then supplements that by its own chartered ships and 

anes. 

" I might say, Mr. Chairman, that the Committee is now moving 
approximately 40 percent under its auspices of all the movement 
taking place out of Europe at the present time. The other 60 percent 
goes as we say spontaneously on its own steam and without any 
assistance from any international organization. 

in addiion to supplying the transport, actual transport, the Com- 
mittee also supplies a number of services such as the careful selection 
of the particular migrants that a given immigration country wants, 
their preparation, medical examination, trade testing, vocational 
training, and all of the steps that are necessary to get migrants actually 
on boats and shipped off to the immigration country. 

In the immigration country the Committee supplies placement 
services and also a service to locate opportunities for migrants which 
would not otherwise be known unless someone dug them out. 

The Committee operates in cooperation with the voluntary agencies 
a revolving loan fund. Both the azencies and the Committee contrib- 
ute to the original capital of the fund and then individual loans are 
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made by the voluntary agency to the individual migrant who either 
makes a prepayment before he goes or takes on a promissory note to 
repay later for his transportation. 

Actually, for every dollar that the United States contributes to se- 
cure the movement of this number of persons, the emigration and 
immigration countries contribute another $1.40; the sympathizing 
countries, the migrants, and the voluntary agencies contribute another 
dollar, so that our dollar is 1 of 3, and beyond that the emigration and 
immigration countries incur direct expenditure in the processing and 
preparation of migrants and their placement and reception of an 
additional 80 cents per migrant, relating it to our dollar contribution, 
for which they are given credit on the books of the Committee. 

It is an item that is not received by the Committee in cash but it is 
direct expenditure by the emigration and immigration governments 
directly tied in with the Committee’s movements and, in recognition 
of that, the Committee, on its books, gives the emigration country a 
credit of $55 and the immigration country a credit of $20 per migrant. 
That totals eight to nine million dollars in the Committee’s annual 
budget. 

BUDGET FOR 1957 


Now, the request for 1957 is first for $839,467, which is our share at 
the rate of 30.87 percent of the administrative expenditure of about 
$2.7 million. The balance of the contribution of $11,660,533 is our 
contribution to the free funds of the Committee which meet this 
deficit in the actual costs of transport which the Committee does not 
receive from either the emigration country or immigration country 
vr the migrant. The total request is for $12,500,000. 

I might say that in the period up to March 31, 1956, the Committee 
moved something like 470,000 persons overall and of that number 
about 145,000 persons were actual refugees. 


MOVEMENT OF MIGRANTS 


The pattern of the movement has been shifting in the last year or 
two toward a larger volume of movement to Australia. Australia 
in 1955 took about 43 percent of the 121,000 that were moved and the 
movement to Australia this year is at that same level. 

Mr. Gary. We will insert at this point in the record the table 
contained on page 232, which shows a comparative summary of the 
movement of migrants under the program. 

(Information referred to follows:) 

















‘svosnjei uUvedoiIny UloIsVey YOO‘OT 





ose ‘Shr: =| 006 “SZT 1 ZF ‘OZT | Zee ‘IZT ee cp Po ae ae 
OFS ‘T 016 ‘I | OFT ‘ES | 901% ity rg : “s10t30 

‘6 $09 “¢ | $16 'F | 208 ‘S : Sale dia ~---BanzeudA 
oss % | 008 ‘T LZ } ae ee ees eee -sen3N1 
080 “ST | OIG ‘TE | es ‘Oz | OF ‘L Poa ss --BOLIOUTY JO Se}B1g peyuy 
000 ‘+ 0¢8 ‘T (roe eee | vat Ue “puvleez MON 
020 ‘T 020 ‘T | 022 ‘T 280 ‘T oe a A chee teen ere eee ----“TaBISs] 
00s “¢ Ost ‘T se Sa te we ~---pugpeseAN pue visopoyy 
as | CSS re Eo Se Ceo an ‘eo ~--BIQUIO[OD 
020 “E ose ‘T £20 ‘T vis nan vey = wees : “<-"> GIEC) 
SOS ‘6 ST ‘2 | ¢98 ‘8 (kt TE lahat pce genentne ---BpBuBg 
029 ‘91 oce‘or =| «6168 ee OE wenn enna HB 
O9T ‘69 ges ‘OS | $22 “Ee eL2 ‘LE ere =e8a="> ~---BITBIISNY 
200 ‘9T $00 ‘TT | 802 ‘ST 608 ‘62 . -—_ S ee vuljuedry 

| | 

L961 1v0A 9961 1904 | Se6T $S6T 

sepue[eo Jepueteo | med Jepud | 1v8A Iepu —oOL 

aVulyys ay 





ayeulyysy | 


+[8o [Ny | -[vo [eNoVy | 


SINVUOT[Y AO INANAAOJY —NOILVUSITY NVAdCOUAY YOA AALLINNOS) TVINANNYAAODYAIN I 





Ajojeurlxoidde Jo JUSUTBAOUL 9Yy} ZUTATOAUT sjdefoid [eIoeds posodoid epnyou! you seoq 1 


Se “SET 1 


OLS 


09 “Ez 
089 ‘09 
| OSb ‘SI 
| 08 ‘2Z 
OZE ‘ST 


LS61 10d 
Iepuo[eo 
oyVUlTysSy 


006 “SZT 1 


026 


OF ‘SI 
O€I “Eh 
0¢9 ‘OL 
CEP ‘6% 


GLL ‘EI 


9e6I IB0A 
Ivpus[Bvo 
OVUIIS| 


| bb ‘OZT 


b6¢ 

| 102 ‘ZI 
ZS8 “CF 
920 ‘FI 
888 “12 
1Z€ ‘ZI 





961 
Ivod Jepud 
| -[Bo [eNJOV 





syunsbim fo yuawmaaowm fo hunwmwuns aauvivdwoy 


22S ‘121 


OCF ‘T 
gel “¢ 
blz 1 
£92 ° 


er 





$961 
Iva Iepue 


-[vo [enV 


[POL 


s19y1O 


“"""4sBeq 4ty puB IBIN 


—woly 


~ 94801 


SPURLIILION 


A[®i] 
@0001 5) 
AUBULIOF) 
Bliysny 


78669—56——51 








800 


Mr. Warren. I have this chart which may be a bit more expansive 
which shows the origin of the movement over these 4 years and the 
destination. 

Mr. Gary. It looks like the same chart to me. 

Mr. WarrEN. Yes; I believe it is the same chart. 


CONTRIBUTIONS 


I can also give you, Mr. Chairman, a distribution for 1954, 1955, 
1956, and 1957 of the income of the Committee. In the first column 
you will see the various percentages of contribution to the adminis- 
trative expenditure, the cash contributions to administrative expendi- 
ture in the second column, the cash contributions to operation, and 
these credits, and in the final column the total that each government 
member has contributed and what has come from the migrants them- 
selves. 

Mr. Gary. We will also insert that in the record. 

Mr. Warren. That covers 4 years, 1954, 1955, 1956, and 1957. 

(Information referred to follows:) 
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Intergovernmental Committee for European Migration 
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Member governments and other sources | 
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Administrative contributions... .--.- | 


CONTRIBUTIONS, 1954 


Percentage 
scale of 
contribu- 
tions to 
adminis- 
adminis- 
trative 
expenses 








| 


Trieste 5 Deda 


eS eee ae 
NINN nn a atin ines metas oe 
Contributions from migré ants____- — 
Contributions from volunteer agencies 
Near East and Far East fund ; 
ae 
Carryover from 1953 
Miscellaneous income 








tributions 


$8, 144, 180 
1, 708, 807 
2, 447, 486 

475, 483 
203, 264 
744, 364 
919, 330 
36, 938 
23,178 
6, 552 
53, 493 
178, 349 
3, 647, 634 
825, 294 


75, 664 
133, 558 
17, 529 
126, 798 


380, 824 
28, 000 

1, 349. 171 
3, 107, 773 
2, 587, 915 
875, 816 
648, 435 
6, 566, 588 
394, 504 


| Cash con- Credits 
tributions | Cash con- | allowed for 
toadminis-| tributions | processing | Total con- 
trative to and recep- 
trative operations |_ tion ex- 
expenses penditures 
$634, 308 | $7,509,872 |_...--..._- 
90, 326 1,032, 301 $586, 180 
127, 388 1, 564, 638 755, 460 
28, 758 90, 120 352, 605 
53, 264 CO eS. 
90, 326 327, 318 326, 720 
172, 349 321, 101 425, 880 
20, i leant 16, 280 
Me Vacca teceecs ?, 520 
2, 632 2, 340 1, 580 
23, 493 BED Becidinnneiceall 
I el ee ee oes 
172, 349 1, 554, 080 A 921, 205 
20, 758 345, 200 451, 336 
10, 329 55, 180 20, 740 
| 172, 349 3, 053, 594 2, 654, 465 
OD Cb ete cddsdaeel <eonmek 
53, 264 209, 844 70, 070 
14, 581 | 13, 993 és amie 
6606-1 << =.<32<-5 1, 760 
53, 264 SN Bio as eae 
40, 100 | 93, a fone eal 
I fii ok ocwess 7, 200 
| ae ee 106, 140 
| 
2,025, 249 | 
abdearesde=s | Dae ae 1ededoces~.-. 
a a oa <) Seema. 
5a > heen ise (2......- 
Sitetee tens 5 OE TEE Eaten noha 
iste cain f 2 a oe 
ee <3 gee 
pcdanmadenal COD ubikicunahoe 
554,938 | 6,011,650 |....-.---_-- 
40, 372 | BOE fobck ccactes 


7, 700, 141 


42 043, 955 





Administrative contributions_- 
Escapee program. -_--_- , 
Contributions from mi grants- alos aap 
Reimbursements by volunteer agencies... | 











101. 53 


2, 056, 940 


' 
NS ented cracis ob snicttecct ee eedl eaeuee a ok 620, 559 | 3l, 723, 156 | 
ESTIMATED CONTRIBUTIONS, 1955 

United States____- ee 31.32 $634, 525 | $8, 945, 315 | 
BEM So Sc conan seks .| 4. 46 | 90, 357 629, 376 | 
Australa......... ie he iaiel ice tae aia 6. 29 127, 431 3, 151, 209 | 
SR ncahiinkasauesidnnibonieh awe kel 1. 42 28, 768 | 206, 480 | 
Belgium. ; . et 2. 63 53, 282 80, 000 
ie eck al cere a aeusee 4. 46 | 90, 357 88, 647 
i. ee ee 8. 51 | 172, 408 26, 491 
Chile EADS EES 1. 02 | 20, 665 | 2, 048 
I ib isc caw Ginenes 1.02 20, 665 | 850 
Costa Rica. ss ation 7 13 2, 633 | 2, 340 
ae oe as adanl 1.16 | 36, Gi.1.....- | 
France 8. 51 | 172, 408 
Germany 8. 51 172,408 | 1, 167, 680 
Greece al 1.42 | 28, 768 981, 967 | 
Israel___- 5: | Ol | 10, 333 58, 685 
Italy. =, s ee ae 8. 51 172, 408 3, 418, 504 
Luxembourg. -_- se, eee .21 4, 3064: ......c50> 
Netherlands____- ihe eee peed | 2. 63 53, 282 2, 173, 173 
New Zealand___---- at aie ae 1.02 20, 665 54, 236 
Norway. da} 14, 586 |... 2.eaee 
Paraguay - —_ - 42 | Ol at nnueian 
Rhodesia and Nyas: vland. .51 | 10, 333 21, 457 | 
Sweden 2. 63 53, 282 | 9, 000 | 
Switzerland 1. 98 | 40, 114 | 17, 523 
Umeeay .. 2... . 51 20, TBS locas coe 
RN et 1.02 20, 665 


~” $304, 160 
1, 075. 740 | 
677, 270 | 


178, 140 

172, 920 

20, 660 | 

| S40 | 
1, 240 | 


55, 800. | 
99, 480 





23, 501 
172, 408 
2, 544, 203 
1, 049, 680 
91, 978 

6, 101, 752 
4, 254 

2, 925, 175 
90, 621 
14, 586 

9, 109 

40, 270 
62, 282 
57, 637 
66, 133 
120, 145 


863, 223 
4, 543, 406 
2, 390, 419 
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Intergovernmental Committee for European Migration—Continued 
























































ESTIMATED CONTRIBUTIONS, 1955—Continued 
| 
| | Percentage j | Credits | 
| sealeof | Cash con- | Cash con- | allowed for | 
contribu- | tributions , tributions | processing | Total con- 
Member governments and other sources | _ tions to | to adminis- | to | and recep- | tributions 
| adminis- trative operations | _ tion ex- 
| trative expenses penditures | 
aT expenses | 
Near East and Far East fund. : hes inbiwen $813, 086 |...... : $813, 086 
Trieste fund_. ee sale oe —a........ | 404, 149 
Miscellaneous income... ...---..---------- 1 Se ae $45, 195 rae 231, 758 
Carryover from 1954 aisadtdees live 523,640 | 2, 673, 648 | Se aitaiienas 3, 197, 288 
Additional contributions required _ asdelkua apn aia ai ‘ake atonal | cassnevcesnia oscea AAMAS ot 
peeemmaes | — endian oo 
' 
OEE: 4. nswndeiingnnadavewweweadaie isin eee dhs aaa | 2, 625, 775 | 32, 409, 565 | $7, 586, 540 42, 621, 880 
Ta et Oe sa \ ' | 
ESTIMATED CONTRIBUTIONS, 1956 
dei ikenes. Lea bid ai 2 ———— — é 
EE SEEN, cscs nevis Stee eben beciee | 30.87 | $771,647 $10,944,210 |__- - $11, 715, 857 
Argentina. ____.__. s eapiomme Looe 4.40 | 109, 883 453, 576 220, 100 | 783, 559 
PRS 5 ons haw ace ata Beta ek 6. 20 | 154,970 | 3,960,816 | 1,010, 500 5, 116, 286 
Pa: ost kd 4: thank iota eae ahendicias Sen din 1. 40 | 34, 985 | 454, 900 757, 625 1, 247, 510 
en oe ----| 2.59| 64,797 68,203 |... 133, 000 
I iiicine db tdaducgdinnd ecedaaes busean 4.40 | 109, 883 | 200, 000 | 207, 000 516, 883 
SNM <s..GdaviedGacachuchbeun duces ca dewbael 8. 39 | 209, 665 | 34, 000 | 150, 300 393, 965 
ee ee 1.01 | 25,131 | 115, 000 | 27,000 | 167, 131 
CNN c.o. diun oun as oo dew allen Gace annge 1.01 | 25, 131 | 26, 000 | 12, 000 | 63, 131 
CUED A os. Lsesb-cucsnc eas Erokaoet 13 | 3, 202 3, 578 2, 000 8,780 
Dea e cans acccanes cwescszsssevssunsdeun| 1.14 | 28, 580 | iaendealpencmalienimntipalieichianke 28, 580 
France acai ita IE th a 8. 39 | 209, 665 |.....- ee da 209, 665 
a On ee | 8. 39 209, 665 | 1,753, 200 1, 618, 925 3, 581, 790 
ROGGE S Side cccbasadsci i ded. UA } 1. 40 34, 985 458, 875 408, 215 902, 075 
NE he cucu s tite chick exe cbene seas . 50 12, 565 | 53, 000 20, 600 86, 165 
aa i ac ae ae | 8. 39 209, 665 3, 223, 304 | 2,372, 150 5, 805, 119 
Luxembourg..-......----- ns enced oad .13 SiGe lotnied- Sie lS oa hehe 3, 202 
Netherlands. ___-...-- unt igie ckawene eben 2. 59 | 64,797 | 2,615,880 | 1,012, 550 3, 693, 227 
RN CN i acai ick tad ooeuaea a 1.01 | 25, 131 236, 670 37, 000 298, 801 
PRONE on nina cenbshachhdobheebsddundahial | .70 | Wes Ce etcs epagaan Save ‘ 17, 738 
Paraguay cet oktepucdaees .41 | DO GRE occ cee 4, 000 | 14, 348 
Rhodesia and Nyasaland....----..-------- . 50 12, 565 | 95, 950 29, 000 137, 515 
None S cukicd caphisctnce sciaMiebante 2. 59 et i 64, 797 
RII ic Sickacet ics alk winasineceamsitacileci sc vdilee oi 1. 95 48, 782 | 116, Cen 165, 604 
OE... Si vackackadonceceeeatueeeus . 50 12, 565 2 =a 36, 000 | 48, 565 
Venezuela_-___- Shi aiid at eee cabal 1.01 BE Bicones 112, 100 137, 231 
| | | 
Administrative contributions__---_--- | 100. 00 2, 499, 475 
GFN sins nrvectn costes iene doee ht tenes 223, 561 |........- | 293, 561 
Escapee program exceauecacte a Kika Weise Peers “il iid $06: S12 }........ | 954, 812 
Contributions from migrants. __.-_- Le ants set ad daucenas ONE 706), 4. -2icccc- | 2, 938, 784 
Reimbursements from voluntary agencies - fee ee eh lean 2, 267, 577 | .-| 2,267,577 
Near East and Far East fund Bri. eens. 2. meee oe. 591, 033 | 591, 033 
Fully reimbursable movements Th ee eee syeensecal, ian Oir 1, 120, 417 
Miscellaneous income --._..............-...}-.-.---.---- 20, 000 | O0600-1..;<...... 70, 000 
Geet er WOE TOON, 4 ~ «53655 accede dhe ceil co smnce seen 170, 891 | 7 Eee | 557, 257 
Additional contributions required _- Se fcire Scots | 829, 285 |...... inn il 520, 285 
i eer ee ee re act eee 2, 690, 366 | 33, 864, 819 8,037,065 | 44, 602, 250 
| 
ESTIMATED CONTRIBUTIONS, 1957 
ST IEEON = a cers asates. ucacucdccane | 30. 87 $839, 467 |$11, 660, 533 |. $12, 500, 000 
INRA Eh Seo 55 dau btncbiesacee~ kaainn | 4. 40 119, po | 659, 166 | $320, 100 | 1, 098, 807 
I ai tee hie a ere tiie 6. 20 168, 590 | 3, 882, 400 1,183,200 | 5, 234, 190 
a decent ast tn Berth 8 cel = aicedbisns ce eel 1.40 30, 059 392, 640 842, 600 1, 273, 299 
RN foes Seon cee ee eee 2. 59 70,491 |... eee te - 70, 491 
BES atlas .$4 cba tdl ete cs 4. 40 119, 541 | 330, 000 | 333, 400 | 782, 041 
COO OR, foiios 3 oot td tis ind. Lisiaks bese 8. 39 228, 093 34, 000 | 190, 100 | 452, 193 
i 1.01 27, 340 50, 000 | 60, 400 | 137, 740 
Conan 2 Ste errr 7" 1.01 27,340 | 65,750 | 30,000 | —«:123, 090 
NIRS ditty Sicha ncminnnannen nese 13 3, 483 | 7, 853 | 4, 000 | 15, 336 
SII, 0555558 5 o> + Sst Jo dh - tis =< 1, 14 | Bh, 90] lo i55 3545-40 a lh bie 31, 092 
ae 8. 39 SIE Bests shend cagho asic ciadiieel 228, 093 
EEC PSG nae ns Ata cee sans | 8. 39 228,093 | 1,257,900 | 1,255,100 | 2, 749, 093 
eee 0s. ails TU A Se } 1. 40 | 38, 059 | 505, 833 515, 583 1, 059, 475 
TN ana 8th ae re ca ere tata pid d bE h4stp ee ha ll } 50 | 13, 670 | 45, 000 | 20, 400 | 79, 070 
Ee ei haat nie ealntedics dias nid Orne 8.39 | 228,093 | 5,098,286 | 3,337, 400 8, 663, 77 
SS nanos ec ences 13 | eae {.-i-- 2. eons 3, 483 








804 


Intergovernmental Committee fcr European Migration—Continued 
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Percentage Credits 
scale of Cash con- | Cash con- | allowed for 
contribu- | tributions | tributions | processing | Total con- 
Member governments and other expenses | tions to | toadminis- to and recep- | tributions 
adminis- trative operations | tion ex- 
trative expenses penditures 
expenses | 
NN acne 2. 59 $70, 491 | $3, 277, 550 | $1, 299, 650 | $4, 647, 691 
ae oe cee net 1.01 27, 340 498, 000 80, 000 565, 340 
SET, < . .ccanabanancsetatmainesshsckbke .70 TUN 1. <scteudadukls xouetenel ¥ 19, 297 
ND os sci sato cusses saaainnesomaeh 41 OREN Lucene =i 4, 000 15, 257 
Rhodesia and Nyasaland . 50 13, 670 308, 000 110, 000 431, 670 
Sweden 2. 59 (oe ay ae 70, 491 
Switzerland -- 1.95 | a ae : 53, 070 
Uruguay . 50 | Oe te. ca ok 51, 000 64, 670 
eg coc eons acca an here tt 1.10 27, 340 373, 600 | 194, 000 594, 940 
Administrative contributions_____._- SE 1 Th AEE Tovcucsncasesinncs tea eis eta chee 
Fully reimbursable movements..-.__._._-- eee Steaiee tes SNe Vsecawascouss 1, 621, 618 
RN dS | cuak bageacgieincasaneeee se PEED Nacsunscasens 730, 000 
nnn oh cnaaepmebiokenaseunec Sh a eee. 4, 279, 031 
Reimbursements from volunteer agencies. _|........---- Se SU 1o-<6seaccsan 2, 900, 537 
Ne OT a el er eee Se ee ML GOE |onsevanscco= 401, 858 
I re cena fe ee Sek. te ee Oe ee eee ree te ee seat ae 
ee . dcumes teumnluaulammat 20, 000 te en 95, 000 
ee SS tee RE 2. See oe cle Saeestatealp menendiconrweat esa eiieae tien 
Additional contributions required - ..._.--- FS kp one eee ie 59, 822 
eee ee a BE 2, 739, 154 | 38, 474, 377 | 9, 830, 933 | 51, 044, 464 





Mr. Warren. That, I think, covers my main statement. I will be 
glad to answer any further questions. 
Mr. Gary. Thank you, Mr. Warren. 


UNITED STATES ESCAPEE PROGRAM 
WITNESSES 


LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM 
CLEMENT J. SOBOTKA, EXECUTIVE OFFICER, ESCAPEE PROGRAM 


Mr. Gary. Next is volume IV, page 239, the United States escapee 
program. 

Mr. Dawson. I am Laurence A. Dawson, head of the Escapee Pro- 
gram Division in the Office of Refugees and Migration, Department of 
State, Bureau of Security and Consular Affairs. I have a statement 
here I should like to request submission into the record and I would 
like to summarize it briefly. 

Mr. Gary. It will be inserted at this point in the record and you can 
proceed with your summary. 

(Statement referred to follows:) 


Since my last appearance before this committee, the United States escapee 
program has been transferred under the authority of Executive Order 10663, 
effective April 1, 1955, from the International Cooperation Administration to the 
Department of State, where it is now administered under the Office of Refugee 
and Migration Affairs. 

Mr. Chairman, in addition to the statement on the United States escapee 
program which is included in the general mutual-securiy program presentation 
already in the hands of the committee, I should like to submit the following 
information to you in support of the request for a $7 million appropriation. 

The United States escapee program, strictly a United States unilateral pro- 
gram, has been carried on since March of 1952 to provide reception, interim care 
and maintenance, and resettlement assistance to recent escapees from Soviet and 
satellite countries in Europe, and to selected escapee groups or individuals in 
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other areas of the world. Its purpose is to serve specific United States interests 
in recent escapees from behind the Iron and Bamboo Curtains by demonstrating 
the concern of the West for those who flee Communist oppression and seek 
asylum in the free countries of the world. This assistance supplements the 
eonsiderable programs of local governments of asylum and of private voluntary 
relief agencies engaged in refugee work. 

The program operates primarily through contracts with the nonprofit voluntary 
agencies. Under these contracts, actual expenses incurred by the agencies for 
individually approved projects which implement the policy objectives of the 
program are reimbursed after the services are rendered. No grants-in-aid are 
made. The operations are closely supervised by the USEP staff through the 
development of programs and projects, the negotiations of contracts, the control 
of registrations, the review of vouchers, field inspection of activities in progress, 
and end-use audits. 

By January 1, 1956, 80,600 persons had been provisionally registered with the 
program for assistance in Europe and the Middle East. Of these, 23,600 had been 
resettled through emigration, primarily to the United States, Canada, Australia, 
and Latin America ; 3,300 had been permanently established in their countries of 
asylum; and 30,800 remained on the caseload. The balance of 22,900 persons 
had been dropped from the caseload as ineligible, as persons no longer in need 
of assistance, or for other reasons. It is estimated that on January 1, 1957, there 
will be 20,240 escapees still on the caseload and that during 1957 about 11,000 
persons will be resettled, locally integrated, or otherwise dropped from the 
easeload. With this reduction, and taking into account new escapees and others 
added to the caseload, it is expected that 12,840 persons will still be in need of 
assistance by the end of 1957. 

During the past year, the Soviets have, in a manner presenting a challenge to 
United States interests, exploited to the maximum extent the withdrawal of 
occupation troops and the growing atmosphere of neutralism in countries giving 
asylum to refugees. In connection with positive United States activities de- 
signed to counteract the Soviet campaign, a very substantial number of escapees, 
primarily Russian, was added to the caseload. At the same time, resettlement 
opportunities, including those to the United States, have not developed as rap- 
idly as had been anticipated. Consequently, the caseload level remains higher 
than had been previously estimated. 

The constantly increasing efforts of the Soviet bloc to discredit and repatriate 
the escapees and other emigrés have been extremely disturbing to the refugees 
and have tended to increase their sense of insecurity. The Soviets have capi- 
talized on the atmosphere following the Geneva Conferences through all possible 
means. For example, recognizing that the Summit talks had created appre- 
hension among refugees that the free world would change its asylum and assist- 
ance policies, the Soviets followed up with a demand for the return of an alleged 
100,000 Soviet nationals in Western Germany during the Adenauer-Bulganin 
talks, and shortly thereafter sought to pass a repatriation resolution in the 
United Nations. 

Experience has shown that all countries, including the United States, have 
properly applied extremely thorough and time-consuming procedures to the 
screening of Iron Curtain escapees prior to their admittance as immigrants. For 
example, the Refugee Relief Act has a specific provision that no person shall be 
issued a visa or be admitted into the United States unless there is available a 
2-year history of such a person. These procedures reduce the number of assur- 
ances which can be procured for Iron Curtain escapees since sponsors are un- 
willing to assist refugees for whom visas will be long delayed, and thus cut down 
on the number of escapees who are resettled. Nevertheless, we are confident 
that the painstaking security work is in the end facilitating resettlement and 
that the estimated goal of 20,240 can be reached by the end of this year. During 
March and April, there were net reductions of 947 and 862 respectively, leaving 
a caseload on April 30, 1956, of 28,129. Furthermore, great progress has been 
made in providing for the reestablishment of the escapees who have been on the 
caseload the longest. 

During 1957, the program will continue generally as heretofore, but new em- 
phasis will be required (a) to develop substitute resettlement channels at the 
scheduled end of the Refugee Relief Act in December, 1956; (0) to find perma- 
nent solutions through institutional placement or local integration for those 
USEP eligibles for whom emigration is extremely difficult by reason of age, 
illness for family composition; and (c) to provide new and more effective meth- 
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ods of building escapee resistance to the Soviet campaign of propaganda and 
intimidation. 

The activities of the escapee program in the Far East serve the same national 
objectives as does the program in Europe. The concept of free China as a 
symbol of haven and refuge for Chinese on the mainland is developed and main- 
tained as an alternative to communism in Asia. Recognizing this and realizing 
that the refugees from communism stand as a symbol of anti-Communist 
resistance for the Chinese people, the Chinese Communists are attempting to 
undermine the morale of the refugees in free China, in a manner indicating 
coordination with the similar Soviet campaign in Europe. For example, Chou 
En Lai, in a major speech in January 1956, placed new emphasis on the return 
to the mainland of Chinese who had fled to Taiwan. 

In Hong Kong and Macau, USEP operates against a backdrop of over 1 million 
refugees whose condition is probably as pitiful and critical as any refugee group 
in the world. The USEP program to date is necessarily highly selective in 
relation to the enormous refugee population and serves primarily as a token 
effort of cooperation with the governments upon whom basic responsibility rests. 

From April 1953 to January 1956, nearly 13,125 persons had been resettled 
out of Hong Kong and Macau, primarily to Taiwan, but also to other places in 
southeast Asia and to the United States. In the same period, a large volume 
of services had been rendered to assist individuals in local integration, in- 
cluding the provision of housing, medical care, vocational training and coun- 
seling. Assistance was also given in marketing the products of cottage hand- 
craft industries. 

Although modest, the Far East program has shown real accomplishment. 
Referring to the fine work being done by a USEP contractor, Aid Refugee Chinese 
Intellectuals, Inc., a special study mission of the House Committee on Foreign 
Affairs had this to say: 

“The United States Government is now giving financial assistance to this 
program as well as to that of other voluntary agencies from funds made avail- 
able by Congress under the mutual security program. The whole effort is an 
outstanding example of cooperation by the Government with private agencies to 
earry out a program that is both humanitarian and in the national interest as 
an effective step in the worldwide struggle to preserve and strengthen the forces 
of freedom” (H. Rep. 2147, 84th Cong., 2d sess.). 

In 1957, it is proposed to extend the program along present lines in the Far 
East, taking advantage of successful experience to date, but to increase our 
efforts to include a larger portion of the refugees in this important area of 
United States interest, in order that the United States token effort be sufficient 
to its purpose. Therefore, special efforts will be made in connection with the 
several thousands of anti-Communist Chinese intellectuals still in Hong Kong 
who need help to resettle or otherwise reestablish themselves; USEP housing 
assistance for refugees will be extended; and extensive but selective medical 
services will be provided. Although it would not be advisable for the United 
States to attempt to bear the huge costs of adequate assistance to all of these 
refugees, it is believed in the interests of the United States to expand substan- 
tially our efforts in this important battle for the minds of men. 

The $7 million requested will be utilized as follows: 


I. Europe and Middle Hast: 
(a) Care and maintenance (average caseload of 16,540 es- 


eapees at 01S wetieda oe bo le $1, 875, 000 

(b) Preparation and processing for resettlement (average 
easeload of 16,540 escapees at $89 each)_____________ 1, 472, 000 

(c) Local resettlement in countries of asylum (3,400 escapees 
at Sopbeneny i a ere ie apa: 1, 000, 000 

(d@) Transportation to overseas countries or resettlement 
(5,100 escapees at $128 each) _..____-__---________ 653, 000 

Total, Europe and Middle East (total of 23,940 
Gacapees at $200 each) ........-........ 2S 5, 000, 000 

II. Far East: 

(a) Preparation and processing for resettlement__________ 800, 000 
(b) Local integration in Hong Kong___-______-___-________ 800, 000 
(c) Transportation and overseas resettlement___-___ -_____ 400, 000 


Total, Far East (35,000 refugees at $57 each) 2, 000,000 
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It has been explained to the committee in previous years that per capita 
costs for LSEP are meaningful only as a general guide. In 1957, overall costs 
in Burope and the Middle East are expected to rise from $206 in 1956 to $209 
for each escapee on whom money is spent, and thus, despite a general decrease 
in the number of escapees on the caseload, the total required for Europe will 
remain at $5 million. The increase develops from extra costs for care and 
maintenance made necessary by more intensive assistance to offset the Soviet 
antiemigration Campaign and by special assistance to certain groups of escapees. 
There is also an increase in the cost of local integration as larger numbers of 
cases requiring institutional care or special reestablishment are helped. Finally 
transportation costs have increased slightly. On the other hand, there is some 
reduction in the cost of preparations for resettlement since a substantial amount 
of this type of assistance has already been provided for many of the escapees 
who have been on the caseload for some time. 

In the past, the committee has raised questions as to why USEP funds for 
a given fiscal year actually provide services during the calendar year of the 
same designation. This is explained by the nature of USEP operations which 
are conducted primarily through contracts with nonprofit voluntary welfare 
agencies which have very limited resources of their own. Such agencies cannot 
he expected to undertake USEP contract operations overseas, including the 
tinancing of personnel, supplies, and equipment, without a firm assurance of at 
least a full year’s operations. Since experience has shown that the larger part 
of USEP funds for the new fiscal year has not actually been available for obli- 
giution by the program until late fall, it has not proven possible to negotiate 
and eonclude firm contracts (a process which requires a period of several months) 
urtil late in the calendar year. This means that the actual provision of services 
under most of the annual contracts does not begin until January 1. 

This contract cycle has proven very satisfactory for the USEP type of opera- 
tion. It has avoided the uncertainty as to whether there would be new fiscal year 
money available to continue contracts after June 30 with its disruptive effect 
on the morale and operations of the contractors and their personnel. Most 
important, USEP contracts’ services now extend far enough into the next fiscal 
year to prevent any interruption in essential USEP services such as the feeding, 
clothing, and housing of escapees and their onward movement into new homes, 
Any indication of uncertainty as to the continuation of the provision of these 
essentials of life and hope naturally have a severely adverse psychological effect 
on the morale of escapees which is precisely the opposite of what the program is 
trying to accomplish. Hence, it would be highly undesirable to have contracts 
expire at the end of the fiscal year. 

The present status of USEP funds as of April 1, 1956 is indicated in the at- 
tached table. On this date, there was available to the program $6,312,000 and 
there remained $1 million of the fiscal year 1956 appropriation still to be allotted. 
Since it is expected that the full appropriation will be obligated by June 30, there 
should be a total availability of $7,312,000 to carry program services through 
December 31, 1956, the end of the current contract cycle. Against this must be 
charged 9 months of expenditures which are expected to average over $600,000 
per month which will leave an unexpended balance of about $1,800,000, on De- 
cember 31, 1956. This amount will be absorbed by expenditures for approxi- 
mately 38 months of services rendered in 1956, but for which the bills will be 
paid in 1957. There is on the average a lag of 3 months between the completion 
of services and the actual payment of bills. 

In summary, the $7 million requested will be utilized to continue the regular 
program; to counter the Soviet antiemigration campaign; and to expend assist- 
ance to refugees in the Far East. 


UnrrEpD States EscarEE PROGRAM 
Status of funds 


{In thousands of dollars] 

















Fiscal year Available Obligations | Expenditures | Unliquidated 

PrOoP yoor@.! 222368 Lk : p sao 11, 900 10, 023 9, 200 823 
0 a eS ee ses | 5, 750 5, 680 4, 401 1, 279 
Te cre : sai a 6, 000 3, 848 790 3, 058 
Total__. 23, 650 19, 551 14, 391 5, 160 
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Program requirements in relation to availability 


[In thousands of dollars] 


Uniiauidated balance on Apr. 1, 1006. 22250-.0 22 eo eo se etn cune $5, 160 
Plus unobligated balance of fiscal year 1956 funds____-..-------------~-- 2, 152 
Total available for 10606 programs... 2... ewes 7,312 
Less estimated expenditures to Dec. 31, 1956_-._----------------------- 5, 512 
Balance unexpended on Dec. 31, 1956___._-.---.~-----.--~--_-~-- 1, 800 
Less bills due for services rendered in 1956 but not paid on Jan. 1,1957_-- 1, 800 
ii oi ee el Sa ee a ee a gL 0 


Mr. Dawson. In addition to the statement on the United States 
escapee program which we often refer to as USEP which is included 
in the general mutual security program presentation, already in the 
hands of the committee, I should like to submit the following infor- 
mation in support of our request for $7 million appropriation for 
fiscal year 1957. 

The United States escapee program is a strictly unilateral program 
established March 1952, to provide interim care and reception and 
above all resettlement assistance primarily to recent escapees from 
the Soviet and satellite countries and in Europe and to selected escapee 
groups or individuals in the Far East. 

Its purpose and its reason for existence is to serve specific and 
strong United States political and other interests inherent in the prob- 
lem of recent escapees by demonstrating the concern of the West for 
those who flee Communist oppression and seek asylum in the free 
countries of the world. Later on in my presentation I will be very glad 
if the committee desires, to elaborate on the motivations and the nature 
of United States interests. 

Mr. Gary. At this point your request is for $7 million ? 

Mr. Dawson. Yes, sir. 

Mr. Gary. Is that for the fiscal year 1957 ? 

Mr. Dawson. It is for fiscal year 1957 appropriation to cover serv- 
ices in calendar year 1957. We operate on a calendar-year basis. 

Mr. Gary. Then this is on the same basis as the migration program 
we have just listened to? 

Mr. Dawson. Yes, sir. 

Mr. Gary. You are asking for an increase of $1 million over your 
last year’s appropriation ? 

Mr. Dawson. That is correct, sir. 

Mr. Gary. I hope in your explanation you will give us the reason 
for that increase. 

Mr. Dawson. I certainly will, sir. The program operates primarily 
through contracts with the nonprofit voluntary agencies active in this 
field. The program’s staff abroad and here supervise the development 
of the projects which are solidified in contracts and the implementation 
of these projects, the expenditures made under them and the services 
rendered. No grants in aid are made by the program. Every penny 
expended is vouchered and supported by receipted vouchers from the 
agency contractors. The operations are thus closely supervised not 
only in the important interests of the protection of our interests and 
our funds but also because the nature of the political and other inter- 
ests in this program requires very close, careful supervision at all times. 
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Field inspection and end use audits are regular features of the pro- 
gram. 

- By January 1, 1956, 80,600 persons had been provisionally registered 
with the program since its inception. Of these, 23,600 had been re- 
settled through emigration primarily to the United States, Canada, 
Australia, and Latin America, but also to a number of other countries ; 
3,300 had been permanently established in their countries of asylum 
and 30,800 remained on the caseload. 

The balance of 22,900 persons had been dropped from the caseload 
as ineligible under the terms of the program, or as persons no longer 
in need of assistance, or persons in some cases who had been abusive 
of assistance, or for a variety of other reasons. 


CASELOAD 


It is estimated that on January 1, 1957, there will be 20,240 escapees 
still on the caseload and that during 1957 about 11,000 persons will be 
resettled, locally integrated, or otherwise dropped from the caseload. 
With this reduction and taking into account new escapees and others 
added to the caseload, it is expected that 12,840 persons will remain 
at the end of 1957. 

Mr. Gary. Would it be well to insert this table on page 242 at this 
point in the record which shows those figures ? 

Mr. Dawson. Yes, sir. 

Mr. Gary. Very well. It will be inserted. 

(The matter referred to follows :) 


NONREGIONAL PROGRAM 


United States escapee program 
PROGRAM REQUIREMENTS FOR CALENDAR YEAR 1957 
[In thousands of dollars] 

















| | 
| | Other | | | 
Category of assistance | Ger- |Austria| Italy | West- | Greece |Turkey Middle) Far Total 
| many | | | ern | | | East | East 
| Purene } | | 
iam cheiarsaah beeadee rable aie cake dete ack ba 
Care and maintenance. -- -| 690 | 312 | 366 | 125 | 332 | 12 | 38 rvs --| 1,875 
Resettlement support---.-.-- 516 | 287 | 257 | 52 | 305 | 6 49 | 800 | 2,272 
Local integration... _....---- 420 | 108 90 | 100 | 270 | 12 800 | 1,800 
Transportation _. .......... | 166) 192] 131 | 96 | 45 10 | 13| 400] 1,053 
Total.................| 1,792] 899| 844 | 373! 952! 28] 112| 2,000] 7,000 











CASELOAD PROJECTION 





! | — = = ae 
Onhand| Addi- | Reduc- | Onhand!| Addi- | Reduc- | On hand 
Dec. 31, | tions to | tionsin | Dec. 31, | tions to | tionsin | Dee. 31, 











1955 ' | caseload | caseload | 1956 ’ | caseload | cas load | 1957 
| | 

RON 12 UE IO. 6, 885 2, 440 5, 630 3, 695 1,649 | 2, 810 2, 595 
I So anectonbinsbeauin 11, 268 2, 540 5, 275 8, 533 | 740 | 3, 670 5, 603 
4,101 980 1, 870 3, 211 | 340 1, 450 2,101 
4,443 | 1,060 | 2,910) 2,593 | 690 | 1,535 1,748 
176 55 | 160 | 71 | 30 | 95 6 
2, 851 490 2, 020 1,321 260} 1,300 281 
57 





1,021 | 35 | 240 | aimee! 240 








RIE crccandmagee cages 30,745 | 7,600 | 18,105 | 20,240; 3,700) 11,100; 12,840 
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Mr. Dawson. I should like to say frankly at this juncture that the 
caseload level, as we now know it, 1s higher than | anticipated a year 
ago. Our reductions have been less, our overall reduction, that is, 
but there are specific reasons for it. In the first place, resettlement 
has been more difficult even than we anticipated. The Iron Curtain 
escapee is without question, in my opinion, the most difficult person 
to resettle. He has an aura of suspicion about him merely by virtue 
of the fact that he has recently come from behind the Iron Curtain, 
and properly so. Therefore, very painstaking security measures are 
undertaken by the program to clear him on security, and immigration 
countries, including the United States, include in their immigration 
legislation or within their policy on immigration adequate provision 
for such measures on security screening. For example, in the Refugee 
Relief Act you have the 2-year clause that a complete history on an 
escapee for 2 years prior to his receipt of a visa must be in the record 
and must have been investigated and evaluated. 

Other countries have to varying degrees the same interest and same 
preoccupation with the security factor, but the very fact that you 
have a long-drawn-out security investigation, following the provision 
of an initial assurance, makes it more difficult to get assurances for 
that type of person. It means that the time between the initial in- 
terest on the part of some individual in an immigration country in 
sponsoring some refugee and the time when he arrives is very great, 
indeed. Therefore, it acts as a bar to the successful production of 
assurances. 

Nonetheless, I am very confident that this painstaking security is 
paying off not only in terms of security but in terms of facilitating in 
the end the resettlement 6f all those worthy of it, and the overwhelm- 
ing majority have proven so. 

The second reason why our caseload has not been reduced as much 
as we had anticipated is that we have added a number of thousands 
of escapees within Europe, primarily Russian escapees, who had not 
previously been considered eligible under the program within the 
terms of its own administratively decided eligibility conditions. We 
have done this in the light of the particular threat to these individuals 
and the great uncertainty among them that has arisen in connection 
with the highly stepped-up Soviet campaign for their redefection. 

Those are the two main reasons why the program level has not been 
reduced as much as anticipated. 

With respect to the Far East, the program does not have, as it does 
in Europe, a caseload consisting in the main of all persons who have 
escaped since a certain date. We operate primarily in Hong Kong, 
within the framework of the refugee problem there consisting of a 
million te a million and a quarter refugees living under miserable and 
sordid circumstances, people who have fled since 1948, in the main 
Chinese refugees. It is not feasible, politically or economically, for 
the United States to attempt to get into that whole problem, but 
neither is it politically feasible for the United States not to be in- 
volved in any way in its solution. 

On the contrary, it was felt that as in Europe, the problem and 
efforts to resolve the problem in the Far East are directly related to 
the important objective of winning the battle for the minds of men 
not only on this side of the curtain, not only in the neutral countries, 
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but most importantly of all among 900 million captive populations 
behind the Iron Curtain. It was felt that the escapee program would 
serve the same national objectives showing that the West was a symbol 
of haven and refuge for the oppressed and a promise of continued in- 
terest in the welfare of the people who have not been fortunate enough 
to escape and who are still within their oppressed homelands, holding 
out a beacon of hope to these people that there is some alternative 
to communism and doing so in tangible form. Therefore, the efforts 
of the escapee program have been symbolic and selective in nature in 
Hong Kong and have served as a token rather than a solution, but 
an important psychological token. 

Last year the level of the program in the Far East was a million 
dollars. This year we are requesting that it be $2 million. Last year 
the program got on its feet there in a pilot capacity and so effective 
was it that we felt that it should be increased by about $1 million and 
that to do so would multiply manyfold the benefits we could get from 
it, not excluding the great benefits of stimulating and inducing local 
government authorities themselves to do far more than they had before 
and that, Mr. Chairman, has been the case in the Far East very 
definitely. 

Mr. Gary. The extra million is for the Far East ? 

Mr. Dawson. The extra million is essentially for the Far East. Our 
presentation shows that we have raised the level of the program in 
the Far East by $1 million. 


NUMBER OF ESCAPEES FROM BEHIND IRON CURTAIN 


Mr. Gary. How many are coming from behind the Iron Curtain 
today ? 

Mr. Dawson. In Europe? 

Mr. Gary. Yes, in Europe. 

Mr. Dawson. It is difficult for me to say categorically how many 
are coming, but I can tell you how many the program has been able 
to identify. I believe the figure is 3,750 for 1956, 220 to 230 per 
month, 

Mr. Sonora. Last year there were 192 on the average per month, 
and that has been going up in the earlier part of this year to an average 
of about 229. 

Mr. Gary. How would you account for that? It looks like that 
program would fall off rather than increase. 

‘Mr. Dawson. Because of the increasing strictures of the Commu- 
nists along the Iron Curtain, you mean ? 

Mr. Gary. Why would you have more escapees coming in now than 
you did last year? What is the reason for the increased number ? 

Mr. Dawson. They just come. We can only count heads as we find 
them. I think your question is a good one because actually the stric- 
tures and controls along the Iron Curtain have increased, constantly 
tightened. They are symbolic of a general tightening of internal 
security. 

Mr. Warren. One specific reason in Austria is that since the Soviet 
armed forces were withdrawn under the treaty, entries into Austria 
and the entries from eastern contiguous areas have actually almost 
doubled. 

Mr. Gary. Off the record. 
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(Discussion off the record. ) 

Mr. Warren. The number coming into Austria from Yugoslavia 
has also increased. You realize that they also are coming into Ger- 
many ; 250,000 Germans every year from East Germany. ‘There have 
been 70,000 Germans come from the East Zone of Germany into the 
West Zone of Berlin since the first of the year. That also brings a 
certain flow of non-Germans along with it. 

Mr. Gary. Is the number in Hong Kong fairly stable, or are they 
still pouring into Hong Kong from Communist China ? 

Mr. Dawson. The greatest influx into Hong Kong of Chinese oc- 
curred in the first 2 years after the take-over. Since then it has leveled 
off but it issporadic. It goes up and down. 

Mr. Gary. Since then they have been migrating to the United 
States. I know of several in my district. I get requests to bring 
them over frequently. 

Mr. Dawson. Before leaving the subject of the Far East for the 
moment I would like to mention the special study mission of the House 
Foreign Affairs Committee with respect to the escapee program in 
Hong Kong. They saw fit to speak of the work between the program 
and the voluntary agency contractors there as an outstanding example 
of a program that is both humanitarian and in the national interest : 

As an effective step in the worldwide struggle to preserve and strengthen the 
forces of freedom. 

I cite this, Mr. Chairman, not in the sense of throwing bouquets to 
the program but in the sense of further answering your question as to 
why we have stepped up the program by $1 million in the Far East. 
It is not because the Committee said this that we added $1 million; 
but rather that this supported our own conviction that the pilot proj- 
ects which we had established under the $1 million—which, after all, 
is rather modest in the context of the problem of a million refugees— 
would be multiplied in benefits if it could be merely doubled in its 
financial scope. 

In 1957 we propose to extend the program along its present lines, 
concentrating on resettlement, as aye but also placing a new 
emphasis and an additional emphasis on the local integration of those 
persons on our caseload concerning whom it is finally determined that 
they are nonemigrable, and that a satisfactory permanent solution for 
them must be found in the country in which they reside. 

Our caseload shows 30,745 on December 31, 1955, which. did not 
consist primarily of persons we had had 4 years. This is not the left- 
overs of people we have had 4 years, but rather it is the program level 
after the resettlement of 23,000 and the addition of thousands more to 
the caseload among the recent escapees. 

The point I want to make is that our caseload is in a state of flux. 
We are not static. Nonetheless, we have already reached the point 
where each month now shows a net reduction in the overall numbers 
of persons that we are concerned with. 


RESETTLEMENT RATE 


Our resettlement rate is going up and I think will be maintained at 
a level of well over 1,000 per month for the balance of this calendar 
year. As we get into calendar year 1957 we will begin to face this 
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situation: We will be a little closer to the bottom of the “hard core” 
on our caseload. I use the term “hard core” in the sense of people 
who are more difficult to resettle or to locate permanently, either be- 
cause they are some of the older persons or persons who have been 
rejected for resettleemnt or because they are recent escapees and must 
go through this painstaking security I described before. 

We expect during calendar year 1957 to reduce the caseload from 
20,240, which is what we think it will be at the end of this year, to 
12,840. That will be the net reduction, taking into account an esti- 
mated 5,100 resettled, 3,400 locally integrated, and 4,810 otherwise 
disposed of, but adding 2,150 new arrivals and previous arrivals of 
1,550. 

I should like to request, Mr. Chairman, permission to go off the 
record for a moment in discussing certain background information. 


REASON FOR INCREASE IN 1957 BUDGET 


Mr. Gary. Before you do let me ask you this question: Why should 
your funds not decrease if your caseload is going down, rather than 
increase ? 

Mr. Dawson. Well, in the first place we have the increase in the 
Far East which I described, but our program level in Europe will be 
$5 million, which is substantially what it was last year. Actually 
some costs have gone up. There is a very slight and relatively minor 
increase in the cost to the program of transportation. 

There is definitely a substantial per capita increase envisaged for 
handling the “hard core” cases. The more you get down toward the 
difficult cases the more difficult their solutions are and the longer it 
takes to work out the solution and the more costly it is likely to be and 
the more special in character. Those are the two main reasons. 

Mr. Gary. Now you may go off the record. 

Mr. Dawson. Along with that, if I may add this, before we go off 
the record; first, you are quite right that it should decrease as we go 
along. In due course it should decrease and it will, but I would like 
to point out that in the year in which you resettle a person you also 
in many cases have fed that person and cared for him for a good part 
of the year. The very fact of having resolved his case within a given 
year adds to the expense rather than decreases it, although in the 
overall picture if you resolve a great many cases within a given year 
and reduce your caseload it will in due course bring about a sizable 
reduction in the expenses of the program. 

Another factor is that we are carrying out the program with greater 
intensity and greater concern for the individual, as a direct answer to 
the serious challenge to the United States interests presented by the 
Communist redefection campaign. We are doing things for in- 
dividuals and for more individuals and doing more things for certain 
groups of individuals than was done before the Communist campaign 
came along. 

I would like to go off the record at this point. 

(Discussion off the record. ) 

Mr. Fernanvez. Off the record. 

(Discussion off the record.) 

Mr. Fernanpvez. Thank you. 
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DUPLICATION OF OPERATIONS WITH OTHER AGENCIES 


Mr. Denton. Why do they have to have three different programs— 
the refugee program, the United Nations program, and the escapee 
program’ Why could they not all be handled by one agency? 

Mr. Dawson. I am with one program and Mr. Warren is the policy 
adviser within the Bureau on all these programs. May I refer that 
to you, Mr. Warren ? 

Mr. Warren. If I may answer that—in the first place the Migration 
Committee is engaged in the job of moving people out who get visas. 
That isa highly technical job and that interests 28 special governments 
who are concerned with migration. 

The UNREF program, which is operated by the United Nations, 
represents the United Nations interest, which represents more than 70 
governments. They feel a responsibility. After all, they have to pro- 
tect refugees as an international agency and in the operation of pro- 
tection they are constantly trying to reduce the problem through as- 
sistance to help refugees to become self-dependent where they are. 

The escapee program, which is a unilateral United States agency 
program, is more concerned to express and to carry out the specific 
political interest, although it is also a humanitarian interest. of the 
United States in these more recent arrivals, who have intelligence 
potentials and who play a very active role in this so-called cold war 
between the East and the West. 

There are those three sources of funds for attacking this problem, 
but each is tackling a different segment of it and doing different specific 
things. 

Mr. Denton. Do they overlap or conflict in any way ? 

Mr. Warren. No, they do not. In order to assure that there is no 
overlapping, the three directors of these programs meet at least once a 
month in Geneva. I can assure you that the government members of 
the three directing bodies are constantly pressing to guarantee that 
there is no overlapping. In other words, I can tell you without any 
fear of contradiction that no single refugee would receive assistance 
of the same kind from two agencies. That is impossible. He might 
get different kinds of assistance. 

Mr. Denton. That is all. 


EXPLANATION OF TERMS 


Mr. Gary. What is the difference between the term “refugee” and 
the term “escapee” as used in these programs? 

Mr. Warren. As used in this book? 

Mr. Gary. Yes, in these programs. 

Mr. Warren. The term “refugee” is a generic term. For instance, 
there are German refugees, which qualifies that term further. 

The term “escapee” applies to those who have literally escaped over 
a controlled border. 

Now, most of the so-called refugees, of this old group, that come 
under the terms of reference of the High Commissioner, arrived in 
Central Europe during the confusion and chaos of the war. They 
may have originally been slave laborers under the Nazis at some time. 

Of course, basically a refugee is in conflict with his own country of 
origin. That is his chief characteristic. He has rejected his own 
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country of origin because it has persecuted him on racial, religious, 
or other grounds. 

The term “refugee” is generic and would cover all. The term 
“escapee” identifies the fellow who actually escaped over a barbed 
wire border. He is the fellow we have a more immediate interest in, 
in the escapee program. He is of more interest to the United States 
because he plays such a role in this conflict between the East and the 
West. In our own interest we have to assist him. 

Mr. Fenton. I was very much interested in what you said about 
Yugoslavia and the escapees out of Yugoslavia. Do we have very 
much of that going on? 

Mr. Dawson. Yes, sir; there are quite a few escapees from Yugo- 
slavia. 

Mr. Fenton. If you want to talk off the record we would be glad 
to hear you, because it is a source of great interest on the floor of the 
House. 

(Discussion off the record.) 

Mr. Gary. Thank you, Mr. Dawson. 

Mr. Dawson. Thank you, sir. 


WEDNESDAY. JUNE 20, 1956. 
OCEAN FREIGHT—VOLUNTARY RELIEF PACKAGES 
WITNESSES 


WILLIAM H. McCAHON, CHIEF, VOLUNTARY FOREIGN AID DIVI- 
SION, ICA 
JOHN E. MURPHY, CONTROLLER, ICA 


Mr. Gary. Next we will consider the item “Ocean freight.” 

Mr. Morrny. Mr. Chairman, I should like to direct your attention 
to the fact that there are two items in the book for “Ocean freight.” 
One is for “Ocean freight for voluntary relief packages” and the other 
is for “Ocean freight for surplus agricultural commodities.” The 
latter request is being withdrawn because the recent agriculture bill 
which was just passed authorized the use of CCC funds under Public 
Law 480 to pay ocean freight on title II and III agricultural com- 
modities including those supplied through the voluntary relief agen- 
cies. So it will not be necessary to appropriate these funds for the 
mutual-security program and the Senate Foreign Relations Committee 
has been advised of this and has deleted this item from the authoriza- 
tion bill in the Senate; so we have just the one item to consider here 
today. 

Mr. Gary. For “Ocean freight charges,” the request is for $1.4 
million. The appropriation last year was $2 million, so that there 
is a reduction of $600,000 in the request. 

We have before us Mr. MeCahon, Chief, Voluntary Foreign Aid 
Division, International Cooperation Administration. We would be 
very glad to hear from you at this time, Mr. McCahon. 
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GENERAL STATEMENT 


Mr. McCanon. Thank you, Mr. Chairman. With your permis- 
sion I should like to read into the record a very brief statement cover- 
ing this request. 

My name is William H. McCahon. I am Chief of the Voluntary 
Foreign Aid Staff of ICA and serve also as Executive Director, ex 
officio, of the Advisory Committee on Voluntary Foreign Aid. I have 
served in this capacity since July 1, 1953, and for 3 years prior to that 
as associate chief. My work in ICA brings me into daily touch with 
the personnel of the American voluntary agencies. Hence, I have had 
an opportunity to observe and obtain a personal knowledge of their 
varied activities abroad. I am convinced that these groups of private 
citizens are playing an important role in international relations which 
is of great value to our country. They act on behalf of the American 
people in extending a helping hand to friendly peoples around the 
world, who through circumstances beyond their control are desper- 
ately in need of assistance. In recognition of this, the Congress each 
year has provided funds to pay the ocean freight costs on their relief 
shipments to certain countries. The authority for this is contained 
in the Mutual Security Act of 1954, as amended. We are again re- 
questing a modest amount of funds to continue support from the Gov- 
ernment side in furthering the overseas activities of these American 
voluntary agencies. 

For the next fiscal year, an appropriation of $1.4 million is being 
requested which is $0.6 million less than last year’s appropriation. 
This is occasioned in part, at least, by the fact that one of the prin- 
cipal receiving countries has agreed to take over this financing be- 
ginning July 1 next. If the request is approved, the funds will be 
used to continue ocean freight support for shipments of relief and 
rehabilitation supplies by approved American nonprofit voluntary 
agencies engaged in humanitarian activities abroad. Section 409 of 
the Mutual Security Act of 1954, as amended, defines approved agen- 
cies as those registered with the Advisory Committee on Voluntary 
Foreign Aid, and the American Red Cross. These private agencies 
are founded on the support received from voluntary donations of the 
American people both in cash and in kind. It has been conservatively 
estimated that their combined constituencies comprise 75 percent of 
the American people. The program is typically American, represent- 
ing, as it does, a material onprnerene of goodwill by our citizens for 
their less fortunate friends abroad. 

It is estimated that supplies valued at $28 million will have been 
shipped and distributed this fiscal year at a cost to the Government 
of $2 million. It will be seen, therefore, that in terms of the value 
of the goods furnished and delivered, the cash outlay on the Govern- 
ment’s side is multiplied 14 times. Accordingly, the funds requested 
for next year would move goods valued at approximately $20 million. 
These goods include food, clothing, medical and hospital supplies, 
school supplies, handtools for trades and agriculture, and other self- 
help supplies. Many of these goods are donated in kind without any 
cash contribution to cover delivery costs. Hence, the value to the 
agencies of ocean freight support without which the program could 
not go forward at its present level. The activity is considered of im- 
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portance since, prompted by the genuine humanitarian impulse of our 
citizens, it truly represents people-to-people giving at levels not 
normally reached in Government to Government-aid programs. 

In each case, before expending funds appropriated for this purpose, 
a formal agreement is entered into between the United States aol the 
receiving government under the terms of which the latter guarantees 
duty-free entry of these goods and payment of inland transportation 
costs from the port of entry to the ultimate point of distribution. The 
American agencies for their part bear the cost of solicitation, process- 
ing, warehousing, packaging for export, and transportation to United 
States ports. Additionally, each agency maintains in the recipient 
countries United States citizen representatives to supervise distribu- 
tion and to insure that the supplies reach the persons for whom they 
are intended. Thus, the program represents a three-way coopera- 
tive arrangement between the American voluntary agencies, the United 
States Government, and the foreign governments, with each contrib- 
uting materially to its success. All goods are clearly marked to iden- 
tify their United States origin. These markings bear the United 
States emblem and the wording “Gift of the American People— 
Ocean Freight Paid by the United States Government.” 

These private agencies are carrying on many other activities and 
services of interest to the United States. For example, they are 
active in the field of technical cooperation, as well as providing reset- 
tlement assistance and services to refugees and other homeless people. 
During the past 3 fiscal years, they have also moved substantial quanti- 
ties of agricultural surplus commodities with the help of funds appro- 
priated by the Congress. 

The following 30 agencies are those which are participating in the 
program during this fiscal year: American Baptist Relief; American 
Friends of Austrian Children; American Friends Service Committee ; 
American Jewish Joint Distribution Committee; American Mission to 
Greeks; American ORT Federation; American Red Cross; Assem- 
blies of God—Foreign Service Committee; Brethren Service Com- 
mission; Catholic Relief Services—National Catholic Welfare Con- 
ference; Church World Service; Congregational Christian Commit- 
tee; Cooperative for American Remittances to Everywhere (CARE), 
Inc; Foster Parents’ Plan for War Children; Heifer Project; Inter- 
national Rescue Committee; Iran Foundation; Little House of Saint 
Pantaleon; Lutheran World Relief; Mennonite Central Committee; 
Near East Foundation; Pestalozzi Foundation of America; Refuge 
des Petits; Roumanian Welfare; Salvation Army; Save the Chil- 
dren Federation; Tolstoy Foundation; Unitarian Service Commit- 
tee; United Lithuanian Relief Fund of America; and World Univer- 
sity Service. 

Mr. Gary. Thank you very much, sir. 

Mr. McCanon. Thank you, sir. 
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WEDNESDAY, J UNE 20, 1956. 


CONTROL ACT EXPENSES 


WITNESSES 


SIMON TUCKER, SPECIAL ASSISTANT FOR MANAGEMENT, OFFICE 
OF THE DEPUTY DIRECTOR FOR MUTUAL DEFENSE ASSISTANCE 
CONTROL, ICA 

JOHN E. MURPHY, CONTROLLER, ICA 


Mr. Gary. The next item is “Control Act expenses,” for which there 
is a request for $1,175,000. Mr. Simon Tucker, Special Assistant for 
Management, Office of the Deputy Director for Mutual Defense Assist- 
ance Control, International Cooperation Administration, is present 
to testify on this item. We would be very glad to hear from you at 
this time, Mr. Tucker. 


GENERAL STATEMENT 


Mr. Tucker. Mr. Chairman, I will make 1 or 2 very brief gen- 
eral comments if I may. 

The size of the budget estimate or request for fiscal year 1957 is at 
the same level as the appropriation for fiscal year 1956. In fact, it 
is at the same level as the appropriation for the preceding year, fiscal 
year 1955. 

The program, financially speaking, is fairly stable. In the recent 
past year or two there have been little shifts internally within the pro- 
gram. We expect this year that the actual budget results in terms of 
obligations will almost accomplish or almost come out to the fiscal 
year 1956 estimate. 

Mr. Gary. For the record, will you state just what Control Act 
expenses are used for ? 

Mr. Tucker. They are used to carry out and attain the objectives of 
the Mutual Defense Assistance Control Act of 1951, popularly known 
as the Battle Act, after former Representative Battle. 

Mr. Gary. Which controls the trade between East and West? 

Mr. Tucker. Yes. 

Mr. Gary. I wanted to get that in the record. 

Mr. Tucker. It is the program whereby the United States attempts 
to work with the other countries or to get the other countries to control 
their trade with the Soviet bloc. The Commerce Department handles 
a program for controlling the trade of the United States with the 
Soviet bloc. This is directed at the rest of the world. 

Our unobligated balance we therefore estimate will be very small. 
Internally there is very little shifting as between the several agencies 
that receive allocations from this appropriation. 

The on-board count of personnel financed under this appropriation 
as of a recent date, May 31, is approximately at the size of the staffing 
pattern which is financed by this budget, so that there is very little 
lag between the actual operations and the budgeted operations. 
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PURPOSES AND ACCOMPLISHMENTS OF PROGRAM 


Mr. Gary. There is a considerable effort on the part of some of the 
countries now to at least modify these controls, is there not ¢ 

Mr. Tucker. Mr. Chairman, I am frankly not well equipped to 
talk on the substantive phases of the program. Speaking personally 
T follow it, but speaking officially I am on the management side rather 
than on the operational side and I would hesitate to give anything 
other than a purely personal observation, which I do not think would 
be of much value to the committee. 

Mr. Murrny. Off the record, 

( Discussion off the record.) 

Mr. Mureny. Mr. Chairman, may we insert a statement about the 
substance of the program in the record at this point, to set out what 
it tries to do and how its acomplishments have measured up to its 
effort ? 

Mr. Gary. I think it would be well to put in a statement of that kind 
on the accomplishments of the program. 

(The information is as follows:) 


CGIENERAL OUTLINE OF PURPOSES AND ACCOMPLISHMENTS OF CONTROL ACT PROGRAM 


The Mutual Defense Assistance Control Act of 1951 states that it is “ the poiicy 
of the United States Government to apply an embargo on the shipment of arms, 
ammunition, and implements of war, atomic energy materials, petroleum, trans- 
portation materials of strategic value, and items of primary strategic significance 
used in the production of arms, ammunition, and implements of war to any nation 
or combination of nations threatening the security of the United States including 
the Union of Soviet Socialist Republics and of countries under its domination 
x * m9 

“It is further declared to be the policy of the United States that no military, 
economic, or financial assistance shall be supplied to any nation unless it applies 
an embargo on such shipments * * *” 

The act additionally states that it is the “policy of the United States to regu- 
late the export of commodities other than those specified in title I of this act 

* * *” ond that the “United States shall negotiate with any country receiving 
military, economic, or financial assistance arrangements for the recipient coun- 
tries to undertake a program for controlling export of items not subject to em- 
hargo under title I * * *” and that all such assistance “shall be terminated when 
the President determines that the recipient country (1) is not effectively coopera- 
ting * * *” or “(2) is failing to furnish to the United States information suf- 
ficient for the President to determine that the recipient country is effectively 
cooperating with the United States” and finally “that countries not receiving aid 
shall be invited by the President to cooperate * * * in controlling the export of 
commodities referred to in title I and titleII of this act to any nation or combina- 
tion of nations threatening the security of the United States including the Union 
of Soviet Socialist Republics and the countries under its domination.” 

In order to carry out the purpose of this act there exists in ICA/Washington 
the Office of the Deputy Director for Mutual Defense Assistance Control. It is 
the function of this Office to coordinate the views of other interested executive 
branch agencies to arrive at a coordinated executive branch position on the con- 
trol over the export of strategic commodities to the Soviet bloc by free world 
countries. Exports of such commodities from the United States itself are con- 
trolled under the Export Control Act of 1949 through the Department of Com- 
roe which participates in the above-stated coordination of the United States 
policy. 

In furtherance of the purposes of the act, this United States policy is presented 
to the 14 other primary industrialized nations of the free world which are mem- 
bers of the informal consultative group in Paris. Through negotiation, a com- 
mon positicn on the commodities to be controlled and the types of control to be 
effected is determined. This agreed free world position is then applied by each 
participating country toward the Soviet bloc. 
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The international list of commodities controlled by these countries is now 
comparable to the lists set up under the Battle Act, hence the requirements of the 
act are met by the participating countries through their individual yet coor- 
dinated control action. Using the facilities of the State Department, the Ad- 
ministrator has negotiated with other free world governments, both aid recipients 
and others as necessary, to accomplish the purposes of the act. 

To summarize the accomplishments of the act, it can be stated that there have 
been no shipments of embargo commodities by any aid recipient country at any 
time which have required a Presidential determination to terminate aid. 

During the current fiscal year, to date and as already reported to this com- 
mittee in accordance with the requirements of the act, less than $300,000 worth 
of title I, category B strategic commodities were shipped to the bloc. As re- 
ported, the President has decided, after full review of the facts involved, that it 
would clearly be detrimental to the security of the United States to terminate 
assistance to the countries involved. 

Mr. Tucker. I have nothing more by way of general comments. 

Mr. Fenton. I would like to know just what is being done. 

Mr. Gary. They are going to insert a statement in the record giving 
a general outline of the purposes and accomplishments of the pro- 
gram. 

Mr. Murpny. Yes, sir. 

Mr. Gary. Thank you, sir. 


Wepnespay, J UNE 20, 1956. 


INTERREGIONAL EXPENSES 
INTER-REGIONAL PROJECT EXPENSES 


WITNESSES 


ROBERT L. RUPARD, EXECUTIVE OFFICER TO THE DEPUTY DIREC- 
TOR FOR TECHNICAL SERVICES, ICA 

JOHN E. DeWILDE, CHIEF, ADMINISTRATIVE BUDGET BRANCH 
BUDGET DIVISION, ICA 

JOHN E. MURPHY, CONTROLLER, ICA 


Mr. Gary. The next item is the interregional expenses and inter- 
regional project expenses. 

Mr. Murruy. May I make a few explantory remarks about this 
before the witnesses start to present the individual items? 

Mr. Gary. Yes, sir. 

Mr. Murpuy. You will note, Mr. Chairman, there are two items 
listed, interregional expenses and interregional project expenses. 
These items we have brought before you to explain, because while they 
do not represent actual requests for appropriations in and of them- 
selves—that is, they are included in other appropriations you have al- 
ready covered—they were not considered when we discussed the indi- 
vidual country programs. In other words, interregional projects are 
projects that cannot be attributed to any particular country. They 
go to several regions of the world. 

While you will note the estimate for 1957 is $12.2 million, under- 
neath that it shows appropriations from which that $12.2 million 
would be taken ; $1.2 mifion from the defense support appropriation 


for Europe, $200,000 from the joint control area appropriation, 
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and the bulk, or $10.8 million, to come from the technical cooperation 
program. 

Mr. Murruy. Each of these amounts is included in those appropria- 
tion request items, but they represent items we could not have handled 
in the country justifications. 

Mr. Gary. All right, sir. 

We have to testify on this item Mr. Robert L. Rupard, executive 
officer to the Deputy Director for Technical Services, International 
Cooperation Administration. We would be very glad to hear from 
you at this time, Mr. Rupard. 


INTERREGIONAL PROJECTS 


Mr. Ruparp. Thank you, Mr. Chairman. I would like to make a 
short statement here, if I may, and then open it to any questions. 

I will address myself exclusively to the first item appearing there 
interregional projects, $2.9 million. These projects of a technice ul 
assistance nature are all designed to try to help on one of the key 
problems we are faced with in the entire program; that is, to try to 
the extent that we can to train more people in these participating coun- 
tries in technical work. 

There is a tremendous shortage, as I am sure you are aware, of tech- 
nically qualified people in these participating countries. In one way 
or another each expenditure under this $2.9 million addresses itself 
to that situation. 

Through contracts with universities, land-grant colleges and other 
institutions we provide technical training. 

Under contracts with similar groups we provide the paryictnass 
who are in this country for technical training with technical publica 
tions and technical literature that is so sadly lacking in their own 
countries. 

F inally, we finance the necessary supporting services needed to make 
the training experience in this country meaningful; with such things 
as an orientation program for them, provision of interpreters, and re- 
fresher training in the English langu age if they are lacking in that. 

To give you a little more detail on the three main headings I have 
just given, for example, under a contract we have with the State 
Department their reception centers meet those 1 incoming participants 
at United States ports of entry. They welcome them into the United 
States and try to see to it that the immediate arrangements are taken 
care of so that they get to where they are going. This has a tre- 
mendous psychological effect on these people. Some of them, when 
they come over, are dead tired and confused, to say the least. To have 
a United States citizen there to welcome them and smooth out the 
problems which any traveler has on arriving for the first time in a 
foreign country has a tremendous effect on them. 

Then, again, rather than plunge them immediately into their tech- 
nical training under a contract we have with the American Council 
on Education, along with the State Department, we give them a 
period of orientation at the Washington International Center, where 
we try, above all else, to get across to them some of the ke philosophies 
and key doctrines of our own American system of. politics and 
economics. 
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As I have mentioned earlier, these people need technical training. 
They are the ideal people to get it, but they may not be completely 
proficient in English. If that is the case they are tested and we will 
give them a short refresher course at American University so that they 
will be able to absorb their training with a great deal more -facility. 

Somtimes when the teams are coming here for just a short period 
and it is not economical to try to give » them language training and 
they are still deficient in English we will provide interpreters to 
actually go around on the schedule with them. That simplifies their 
problem considerably. 

One of the limiting factors in some of these less developed countries 
is their lack of understanding of the whole process of economic de- 
velopment; how they can go about developing plans of their own to 
get them on their feet. 

Under contracts with Stanford University and Vanderbilt Uni- 
versity we have launched training programs that have been very 
successful in showing the process of economic development. We have 
highly skilled people on the faculties, who are specialists brought in 
to both universities to try to trace through the problems of capital 
formation and all the related aspects of economic development. 

I have also mentioned earlier the use of some of these funds to pro- 
vide technical literature and technical publications. It is really rather 
shocking to find the lack of such material in most of these countries. 
The technicians have ability. They go back. They have been trained 
but they do the thing that any professional man in this country would 
do; they try to go toa library to pull out a reference volume. It is 
not there. We used limited funds to give them that kind of technical 
information. 

Mr. Rooney. How much? 

Mr. Ruparp. Sir? 

Mr. Rooney. How much? 

Mr. Rurarp. I do not have that figure broken out. It is probably 
in the range of perhaps $200,000. 

Mr. Roonry. Does not the United States Information Agency fur- 
nish technical books? 

Mr. Ruparp. I would doubt if it would be the same kind of thing 
IT am talking about here, sir. For example, one of the things I am 
talking about here is something we have called a question and answer 
service. That means if a foreign technician, let us say, working in 
the field of agriculture, needs specific information on how to go about 
a certain process and they just do not have that information available, 
he can write in to our agency and we will have that information made 
available to him through the Department of Commerce, the Depart- 
ment of Agriculture, or whatever the appropriate technical agency is 
to prepare that material. 

Mr. Roonry. Why should not that be done through the USTA? 
They have funds for that purpose. Why would they not be able to 
get the same thing through the USTA, instead of writing to you? 

Mr. Ruparp. I am not acquainted, sir, with the types of material 
USIA supplies. I am almost positive it is not the same kind of 
material we are giving here. 

Mr. Rooney. But you are not positive? 
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Mr. Ruparp. This is tied in directly with the technical training they 
received in this country. 

That concludes the general statement I have on this, gentlemen. I 
will be glad to answer any questions you may have. 

Mr. Fenton. You do a lot of work in this country ? 

Mr. Ruparp. This type of thing is done almost entirely here be- 
cause it is essentially a supporting activity to our entire training pro- 
gram. 

Mr. Fenton. For instance, the Labor Department has a program 
where they appoint somebody to meet teams coming over from various 
countries. They take them about the countr y? 

Mr. Ruparp. Yes, sir. 

Mr. Fenton. Does this have reference to that? 

Mr. Ruparp. Not directly, sir. When those labor people come over 
here we contract with the Department of Labor to actually do the 
training. We have developed jointly with the Department of Labor 
the type of program which we feel is necessary to give them the train- 
ing they should have. Then the Department of Labor will actually 
do the training involved, the daily training, for which they are re- 
imbursed by ICA out of the next item on this budget to which Mr. 
DeWilde will speak. 

Mr. Fenton. That is what I wanted to get clear, just what types of 
people are coming over here. 

Mr. Rurarp. They are coming in on all the technical fields that ICA 
is connected with—agriculture, ‘industry, labor, ete. 

Mr, Gary. Does Mr. DeWilde have the item of interregional pro- 
gram expenses? 

Mr. Ruparp. Yes, sir. 


INTERREGIONAL Progecr ExPrENSEs 


Mr. Gary. All right, Mr. DeWilde. We will be glad to hear from 
you at this time. 

Mr. DeWivpe. Mr. Chairman, we are requesting a total of $9.5 
million in this account, which, as Mr. Murphy described, is actually 
included in the funding request of the various appropriations shown 
directly below that $12.2 million shown as the total amount in this 
account. 

Mr. Gary. We will insert the table on page 263 of the justifications 
in the record at this point. 

(The information referred to is as follows :) 
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NONREGIONAL PROGRAM 


Interregional expenses 


[In thousands of dollars] 


Program 


Fiscal year | Fiscal year |-Prepesed fis- 
1955 1956 “_" 
1 


Interregional projects_-__-.......---- Ld obwchiddateh chee sii tL. d 2, 669 2, 900 2, 900 


a ee ae oe 7, 757 8, 835 9, 300 
a ee I ad 10, 426 11, 735 12, 200 
Distribution by appropriation as follows: 
Defense support, Europe___....-..---- dachdli ees tL ScAy 1, 382 1, 485 1, 200 
I he tad adnan segpian 298 200 
Technical cooperation.___.......-------- eee aiiaiieia deans 18,746 10, 000 10, 800 


1 Of which $7,555,000 undistributed by country and $1,191,000 charged to country allotments in Near 
East, Africa, and South Asia. (NEA $832,700, South Asia $358,400), 





Mr. DeWuper. The $9.3 million consists of 3 main items. In the 
first place, it includes about $3.4 million for funding the various agen- 
cies of Government that participate in the ICA program. In includes 
a total of about $3.3 million which represents ICA Washington costs 
in implementing programs. 

Finally, it includes about $2.6 million which represents State 
Department costs in providing housekeeping services to program 
technicians overseas. 

The estimate, as you will note, proposes an increase of $360,000 over 
that of last year. The major portion of this increase represents a 
transfer of costs rather than a true increase. 

In fiscal year 1956 the costs of the Department of Labor in respect 
to their project managers and interpreter costs were assessed and 
included as a field project item. 

In 1957 we propose to handle it in this consolidated account. There 
are some definite advantages to making this transfer. 

In the first place, the Department of Labor objected, and we think 
properly so, to keeping individual track of these costs of each project 
that they service. 

In the second place, there was a question as to the propriety of obli- 
gating current year costs against obligations that were established as 
2 project obligation in a prior year, and for that reason we think this 
method is superior. 

Finally, we believe that there is some cost advantage. Under the 
system used this year the project managers were employed on a when- 
actually-employed basis, on a contractual basis, at approximately 
$11,000 per annum. 

The Department of Labor believes, and we believe, that by employ- 
ing regular employees to perform this function that the costs can 
reduced to an average salary of about $9,000 per annum. 

I think that is all in the nature of a general statement. I would be 
glad to answer any questions that you may have. 

Mr. Rooney. Is the one sheet in the justifications all we have with 
regard to this $9.3 million ? 

Is that correct ? 
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Mr. DeWine. Yes, sir, I believe it is. 

Mr. Rooney. If we continue the way you are going next year we 
won’t even have one sheet. 

Mr. DeWue. I think last year we submitted a similar sheet. 

Mr. Rooney. On this sheet I find no details with regard to number 
of people—Mr. Chairman, I ask this sheet be inserted in the record 
at, this point. 

Mr. Gary. It has been inserted, Mr. Rooney. 

Mr. DeWitpe. I would be glad to discuss in terms of positions, man- 
years, and costs on a detailed basis for any of the general categories 
that I mentioned. 

Mr. Mourpny. If I may interrupt here, I think rather than to have 
the committee delve into each of these items and extract the informa- 
tion, as it were, it would probably be better, Mr. Chairman, if it is 
agreeable to the committee, if I put in the record some detailed infor- 
mation which I have to support this, breaking it down by agency 
and man-years. 

Mr. Gary. It would be highly desirable. 

Mr. Mureuy. As a matter of fact, I would be willing to leave this 
and put a copy of it in the record, Mr. Rooney, if that is agreeable 
to the committee. 

Mr. Gary. I think it would be very desirable. 

Is that agreeable to you, Mr. Rooney ? 

Mr. Rooney. Well, it is better than nothing. 

(The following information was supplied for the record :) 
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INTERNATIONAL COOPERATION ADMINISTRATION 


Comparative summary of direct obligations by object class, 


interregional program 


expensee~—I CA departmental direct 


Actual 1955, total 














Estimate 1956, total | Estimate 1957, total 








| Number | Amount | Number | Amount | Number | Amount 
! 
saecnssgaeed aaah epee aeaken ta tame 
Office of the Deputy Director for Tech- | 
nical Services: 
Immediate Office. ________- cee 21 | $93, 590 17 | $77, 250 | 14 $66, 960 
Office of Contract Relations______- Siete il ae are 12 93, 645 26 174, 375 
Methods Coordination Staff. ___- Lie eae Be age 3 19, 975 
Office of Food and Agriculture______- 19 103, 255 19 113, 905 20 122, 895 
Office of Public Services -___-_--__---- 41 247, 705 58 372, 665 77 500, 855 
Office of Transportation... .._....._..| 3 28, 800 4 O58 B00 Fi sss BRA 
Office of Industria] Resources. _____- 142 943, 515 161 1, 133, 97 162 1, 149, 030 
Office of Labor Affairs _- coor 20 126, 425 18 129, 290 17 124, 945 
Office of Publie Reports_-___.-__..-- 18 110, 690 18 121, 430 18 121, 430 
meh. 23 SS Meads eh Le 264 1, 653, 980 307 ({2, 077, 455 337 2, 280, 465 
Permanent positions : ‘ | 264.0. 1, 653, 980 | 307.0 |2, 077, 455 | 337.0. 2, 290, 465 
Deduct lapse __- 22.8 186, 342 25.0 | 172,455 20.3 140, 965 
Net increase due to > changes i in ‘pay scales 
tor are Gr peer. 5 isk tS hn ace 36, 155 ‘ heir esd Mdobabub best ocbddac 


Net permanent personnel. __-_. 
Average part-time and te en ary ‘Per- 
ae menwee 


Average employment all civilian par 
nel. 





5 








241.2. 1, 503, 793 
Paeil » 13. 


103, 019 


254. 7 }1, 606, 812 





316.7 | 2, 139, 500 
4.5 41, 000 


—_—_—_—_— _ | 


TT 
282.0 nad 

















Regular pay in excess of 52-week base____|2.-..---- 5, 945 FIO 1 24.4 4a¢e5llacbid-<--- 
Payment above basic rates civilian per- 
sonnel: 
Living and quarters allowance... cert venid tae cascat eis 
Overtime and holiday pay___.--_--.-_}---------- 16, 566 - BB, GOO 0 kss wide 16, 000 
Night work differential. -___- haphadeon nates ante on iA wena an - 
Additional pay for services BORA «2 she) coccs eee es Pa ag is ee reas 
Payments to other agencies for reimburs- 
pen Sree er aS i I ar date lee ocen oe Deer ue 
Total personal services obligations 254. 7 |1, 629, 323 287.6 |1,981, 000 321.2 | 2,196, 500 
No a Nes cm acan MA Noes ccane 11, 981, 000 |.........- 2, 196, 500 
02 Travel La aenedeeakeass a BOERS Bi cccswecn fk 250, 000 
03 Transportation of things. co ee oe Dea R Dei RE Re a ei k 1, 000 
04 Communication services SAPS S Oo bo: Sak, 184, 853 shove |... 188, 000 
05 Rents and utility services_-_-_---~_--- j-¢daneeeas RG OUE Ase ies RED Nace nsenee 147, 000 
06 Printing and reproduction_-____.__-.-_|-....----- re ee 57, 000 
07 Other contractual services Laceeke ae’ fk haere Gt;eeP teint. os. 47, 000 
Services performed by other agen: | 
cies aes ee ty eee | yrneee f-.:.22.) 375, 000 
08 Supplies and ion oon oc kas ce cheek aac tiadadl i eneiekecie 31, 000 
09 Equipment._-- Se 2 See sare ee ND a tne rie at | 10.000 |---------- 10, 000 
13 Awards and indemnities....___._---__|---------- | 379 Z BOP faves. cosas 1, 000 
RS PI a ee nee ic cclececmmunnn I ek | 6, 000 | Dee ae 7,000 
PN hie be tei ein kes cen eeee Saar ecie 2, 640,179 |_- .|3, 071, 000 | in deckeke 3, 310, 500 
STATE PROGRAM SUPPORT 
1955 1956 1957 
NIRS tek assis see as ceed $780, 500 $922 000 $840, 000 
tg De ie eaten nlite a Biases td atin teen deemngiermiink ince 357, 211 367 000 193, 000 
Near East, South Asia, and Africa_._................--- 1, 191, 100 1, 297 000 1, 315, 800 
Far Rent... EES Lae : acess ao 25 000 62 000 73, 700 
RRR a a 120, 000 131, 000 151, 000 
NN dae sst-sseapab cgi 4p stash gnelbhabinsdamnadihiaaaenss aii apeigully 2, 473, 811 2, 779, 000 2, 573, 500 





Rp se REI 








| | 
000 ‘91F ‘eS =|: 000 ‘baz$ | 000 ‘229 ‘2s | 000 ‘286 ‘zs | Oo. ‘2e8$ =| og ‘zer Zs | Let eH9 ‘ZS | F2O‘8GLS | ELT ‘THB TS 


aS": vot aa 000 “SOT$ [= a ee cot “| 000 ‘SOT$ FEO ‘aes rt ses $1809 SuTuyel) “NT * Q JojsuBsy 8 AT}Biedurod sse’y 
00€ “Ss ‘ZS 112 ‘lez Z$ $20 “662$ L3l ‘Ze6 ‘TS . =" =. ~~" ""4800 [810.L 





000 ‘229 ‘Z$ =|: 000 ‘060 “es 


L098 Z‘chb ; € Cee : 66 i " “oer = == -SB0A- UB AT 
‘SOTUISV [[B [BIO], 

000 “cag 00¢ “EI$ . hee : --> 4800 [8I0,], 

9% . : | *-- wrone-==-S5poh-UB J 
‘MOP BAYSTUPUAP Y Ipa) we] 

000 ‘Z1$ 7 : ce es "it ee Se 4809 [8}0.], 

Zt : : : ‘— 5 oe a eee ee 
‘AqoyINV sane, A deSSeuue J, 

000 ‘L6L$ 001 ‘66rS 008 ‘TZ+$ R¢ 6IF ‘OOE$ : ~=""" 4800 [BOL 

168 6°9L , TL A €"8¢ SIvaA-UBIY 
:10qB'[ JO JusuTJIEdeq 

000 ‘98$ OOT ‘SoT$ 000 ‘T8$ gI¢ “Ze 1$ : 926 ‘EL$ - 3809 [830.1 

LéZl 0 FZ ; ber ¢ & 1 ZI ha. .- Na. a et ae | ae sivod- UB 
_O}9}UT 849 JO queuryiedeq 

000 ‘L¢$ 00¢ “60I$ 00s ‘oes 960 “69$ O31 ‘Oss C16 ‘8I$ mown Lae EX 4809 [810.1 

Lg 81 ’ 8F v6 8°¢ L's Siva X-UB)y 
‘kowasy soUuBuLy IUIOFT pus ZuIsnoy 

009 ‘64S O0T ‘soz$ 000 ‘69F$ L¥8 ‘LOL$ £22 ‘60S $20 ‘86E$ 4800 [830,L, 

L°6L 8 ‘6IT " 0°82 2 ZIL Z°89 — a he. Ghee ~~~“ SIBdA-UB IT 
{01Bj}[2 pus ‘uoTywonpyY ‘YITBaFy Jo JueuTzZARdaCT 

000 ‘se$ 000 ‘seg 000 ‘ee$ 092 ‘ez$ 092 ‘Ez$ 4809 [010.L, 

8% 8°P 8'F 9°¢ 9°¢ $18d4-UB JL 
[UOTSSTUIWIO YD) SUOTNBITUNUIMIOD [Bape 7 

O0F ‘22¢$ 00F ‘Zz4$ 006 ‘Sees oe ‘ZoFS 681 ‘PEIS Ire ‘STS a 4809 [B01 

O'LF Ly Z ‘kb a9 891 b'Lb ; sive f-UB IT 
[901OUIWIO LF) JO JUBU.IBdaCT 

000 ‘cass 006 *2Z0 “I$ 002 ‘96z$ 299 ‘876$ 099 ‘c6I$ 200 ‘Ee2$ 4800 [810.L, 

Lil ¢ OPI : € ZI bTet 9 ‘FZ 8 901 “siv04-uB 
7ainy[Nosy jo yueuTJABdeq 





jsoddns pues S90]A 10S qaoddns pues S80] A10S yioddns pus S20TAJOS 
1370.L uo}}8I[NsSUOD SuyuyeLy 1830,L uotyey[NsuoD Buyurel 1810,.L uol}zeI[NSUOD SuyUureLy, elt 
! ADUIS Y 


LS6I IBOA [BISy OVUNTIS| 9961 1B94 [vOsy O}EUNTS| SCI IV9A [BOsy [ENJOY 





sa1uabp Buijndiaiyjand faniuny 


ee re ae 





828 





Mr. Fenton. I just happened to hear of some of these matters. I 
am glad to see the details here. That is why I brought out the Labor 
Department phase of it. 

However, I would like to have something in the form of detail 
and accomplishment shown in the record. I would like to know some- 
thing about the number of people employed in the program. 

Mr. Mvurrny. We have that, Dr. Fenton. It is included in these 
tables. In retrospect, of course, it appears we should have had them 
duplicated and made available to the committee in advance. It is a 
slip-up on our part. 

The program as far as accomplishments are concerned is difficult 
to describe because it is a supporting program. In other words, in 
and of itself it is not productive. It supports other activities which 
are productive. 

Mr. Fenton. In other words, I understand you to say that this is 
not an appropriation in itself but taken from other funds which 
already have been justified. 

Mr. Murrny. That is right. This is a backstopping cost for the 
activities included in the various country programs which are more 
economical to perform centrally. 

Mr. Fenton. All right. 

Mr. Gary. Thank you, gentlemen. 


SPECIAL PRESIDENTIAL FUND 
WITNESS 


JOHN E. MURPHY, CONTROLLER, ICA 


Mr. Gary. The last item is the “Special presidential fund.” 

Mr. Murruy. I will address myself to that, sir. 

Mr. Gary. This is a special presidential fund of $100 million. I 
think this is the third one, is it not ? 

Mr. Murrny. Yes, sir. This is the second year where we have 
Paige this appropriation. It is one of three different $100 million 

unds. 

Mr. Gary. The third $100 million presidential fund. 

We will be glad to hear from you at the present time. 

Mr. Murreny. This, as I am sure the committee knows, Mr. Chair- 
man, is a contingent item which has been included in the President’s 
request for the second year now in order to give the President the 
flexibility which we consider to be absolutely essential if we are to 
get the full impact and benefit from the mutual security program. 

You will cole recall that the General Accounting Office recom- 
mended that we include this kind of an item in our program each 
year because their studies had indicated to them that without such 
an item the disrupting effect which emergencies were causing in the 
program was really detracting from our efficiency. 

In other words, in prior years, when an emergency came up, espe- 
cially emergencies in the middle or latter part of a year, in order 
to meet them we had to reach out and pull back money which already 
was in the process of being programed and obligated, and stop or 
curtail some programs which needed money which we simply could 
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not provide in light of a higher priority which had been attached 
to the emergency program. 

It is a difficult program to justify in a prospective manner, Mr. 
Chairman, because of its nature. It is a contingency fund. 

If we knew what we were going to use the $100. million for we 
would have had it included in country programs under either defense 
support, technical cooperation, development assistance, etc. 

We ask for it this way because, frankly, at this point we cannot look 
into the future and we don’t know what we really will use this money 
for in 1957. 

Mr. Gary. This is purely an emergency fund, is it not? 

Mr. Murreny. Yes; and unlike the other two items it is available 
worldwide and available for both military and nonmilitary assistance. 

Of the other two funds, the Middle East fund requested for the first 
time this year, is limited geographically to the Middle East and 
Africa, and it is limited to economic type assistance. 

The Asian development fund, which again shows $100 million for 
the second year, is limited geographically to Asia, and it is intended 
primarily for regional type developmental projects mainly for the 
purpose of getting the countries of Asia working together on eeonomic 
activities, and eventually looking toward the economic well-being of 
that area. 

LIMITATION ON FUND 


Mr. Gary. But there are no limitations whatever on this fund. 
The President can use it for any purpose worldwide? 

Mr. Murreny. That is correct, but there is a monetary limitation, 
Mr. Gary. 

You may recall that last year’s act, in which the first account was 
appropriated, limited the amount of the funds that could be used 
in this account for any one country to $20 million. 

This year the administration has requested that that limit be raised 
to $40 million for any one country, but both the House Foreign A ffairs 
Committee and the House bill, and the Senate Foreign Relations Com- 
mittee have cut that limit back to $30 million. In other words, they 
have allowed 

Mr. Gary. That is fixed by the authorization act. 

Mr. Murpny. Yes, sir. 

Mr. Gary. And will not have to be acted upon in this bill? 

Mr. Murrnuy. That is correct. 





USE OF FUNDS 


There are basically three kinds of things for which we use these 
funds. The first and most obvious is the completely unforeseeable 
requirements, things we just have no way of knowing will happen or 
will require action on the part of the United States Government in 
this program. 

The second type is where we foresaw a requirement and we esti- 
mated it conservatively as far as our specific program for countries 
are concerned, but had in the back of our minds a question as to 
whether what we were really asking for under those country labels 
would suffice to do the job. 
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Our experience in this past fiscal year, or current fiscal year, has 
involved the use of some of these funds for that type of situation. 

For example, in Spain we found that because of the frost and the 
severe winter in Europe terrific damage was caused to Spain’s ‘export 
crops, olives and oranges, and havoc is being wrought with the foreign 
exchange situation as a result. f 

It is necessary to resort to these funds. 

We had a similar situation in Iran, where, as you may recall, we told 
the committee last year that there was real doubt as to whether ihe 
amount we were requesting specifically for Iran would really accom- 
plish the purpose in Lran during fiscal year 1956, and it did net. We 
had to supplement the funds for this purpose. 

‘The third use (I mentioned increases in cost and the brandnew items 
which we could not foresee) covers items which are new but contingent 
at the time we make our request. 


OBLIGATIONS AND EXPENDITURES 


Mr. Gary. How much of the $100 million have you spent this year? 

Mr. Mureny. You will recall we had obligations on April 30 of $41 
million. There had been no expenditures through April 30. 

We have programed against this account at the moment $99,445,000 
of requirements. In other words, unprogramed there is only $555,000. 

Since this is a fund to cover the kinds of contingencies I have de- 
scribed it is natural that the expenditures on it would run very low 
in the first year. 

Mr. Gary. How much of it will be unobligated at the end of the 
year ? 

Mr. Mvureuy. That is a difficult thing even at this late date to esti- 
mate, Mr. Chairman. 

As I look down the list of planned uses of the funds, I would think 
that it would be very, very small, but there are contingencies involved. 

There is one country program we have talked to you about before. 

(Discussion held off the record.) 

Mr. Gary. Are you requesting reappropriation of any unobligated 
balances at the present time? 

Mr. Mcrrrty. The President’s request asks for continuation of avail- 
ability of all unexpended balances, but this account has not been 
singled out particularly. 

I would say that if we end the year with some of these projects which 
are politically very important as well as economically unobligated, we 
might very well request the Senate committee, if we are finished here, 
to authorize a specific reappropriation in this account and request 
your indulgence in conference. 

' But at this stage we are not specifically requesting any reappropria- 
tion. However, there are a couple of very, very important items which 
we may not get solidified within the next 10 days. 

Mr. Gary. Off the record. 

(Diseussion held off the record.) 

Mr. Gary. I wonder if you could give us a list of the projects which 
have been so far programed on this subject ? 

Mr. Murrery. Here is my list, Mr. Chairman. We cannot insert it 
in the record. 

Off the record. 

(Discussion held off the record.) 
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Mr. Gary. If there are no further questions this will conclude the 
reat. and I want to thank you gentlemen, particularly you, Mr. 
Murphy. 

You certainly have been very faithful, and you have really done 
your best to give us as much information as possible. 

Mr. Murreny. Thank you very much, Mr. Chairman. 

I, on the other hand, in behalf of all the executive branch witnesses, 
would like to thank the committee for the unfailing courtesy shown us 
during the course of the hearings. 

Mr. Gary. It has been a pleasure to work with you. You have done 
a great job. 


WepnEeEspAY, JUNE 20, 1956, 
NONREGIONAL MILITARY ASSISTANCE PROGRAMS 
WITNESSES 


DEPARTMENT OF DEFENSE 


COL. HARRY H. CRITZ, USA, DEPUTY DIRECTOR, OFFICE OF PRO- 
GRAMING AND CONTROL, ISA 

MARKLEY SHAW, COMPTROLLER, ISA 

HARRY CARTER, SPECIAL ASSISTANT TO THE ASSISTANT SECRE- 


TARY OF DEFENSE, ISA 
INTERNATIONAL COOPERATION ADMINISTRATION 


R. AMMI CUTTER, CONSULTANT TO THE DIRECTOR 
JOHN E. MURPHY, CONTROLLER 
SEYMOUR WEISS, DIRECTOR, MILITARY PROGRAM AFFAIRS DIVI- 


SION 
DEPARTMENT OF STATE 


ROBERT G. BARNES, SPECIAL ASSISTANT TO THE UNDER SECRE- 
TARY OF STATE FOR MUTUAL SECURITY AFFAIRS 


New WEapons 


Mr. Passman. The committee will come to order. 

The first item this morning will be “New weapons,” page 177 of 
book IV. 

Under new weapons you are requesting for fiseal 1957, $334,553,000. 
Is that a new item, Colonel? 

Colonel Crrrz. Yes, Mr. Chairman. 

Mr. Passman. Do you have a general statement you would like to 
make ? 

Colonel Crrrz. I do, sir. 

Mr. Passman. You may proceed. 


GENERAL STATEMENT 


Colonel Crirz. If I may refer you to page 199 in the same book, sir. 
Mr. Passman. All right. 
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Colonel Crirz. Mr. Chairman, the term “New weapons” is usually 
associated with the pushbutton type of nuclear weapons and their asso- 
cated equipment, but these weapons families include items that are 
new in every respect without being either atomic or pushbutton. 

Our program which we have proposed here, as you will note on 
page 199, includes a grand total of $552.8 million. The difference be- 
tween the $334 million to which you have just referred and the $552.8 
million is that the balance above the $334 million is already included 
in the NATO program or the European program which we have pre- 
sented to you. 

Mr. WiccLeswortu. You mean already funded? 

Colonel Crrrz. No, sir. The items are included in the individual 
countries in Europe. In the total amounts which we have presented 
to you for Europe, the $195 million, which is roughly the difference, is 
already in those totals. 

Mr. Passman. Will this money also be allocated to the NATO 
nations on a similar basis? 

Colonel Crirz. Yes, sir. 

Mr. Passman. Why was it not put in one item? 

Colonel Crrrz. This program was recommended by General 
Gruenther, NATO Chief, in December. We finalized the program in 
January, but General Gruenther had not specifically decided in which 
countries he wanted to put these individual weapons. That is, he 
had not decided on the details as to where he would put all the new 
weapons. The $195 million he had decided on the details, but the 
balance he had not, 

Mr. Passman. In other words, General Gruenther originally had a 
program for $195 million for the NATO nations? 

Colonel Critz. No, sir. That is the total by country. 

Mr. Passman. At that time he thought that would be the total 
request ? 

Colonel Crirz. No; the total was $552 million, but he made certain 
proposals to put some in individual countries. The others he was not 
quite ready to make the recommendation by country, so we could not 
put it in the countries at that time. 

Mr. Passman. The total request is $552.8 million ? 

Colonel Crirz. Yes, sir. 

Mr. Passman. $195 million of the identical program has been re- 
quested for the individual countries? 

Colonel Crirz. Yes, sir. 

Mr. Passman. This request is to supplement the $195 million ? 

Colonel Critz. Yes, sir. 

Mr. Passman. But it all goes to the same purpose, new weapons? 

Colonel Crrrz. Yes, sir. 

Mr. Passman. But it is in two items? 

Colonel Crirz. Yes, sir. 

Mr. Passman. Which makes it rather confusing. 

Mr. WiceteswortnH. Off the record. 

(Discussion off the record.) 

Colonel Crrrz. If you will look at the $552.8 million total, sir, then 
if you will look at the top of the left column, you will see the programs 
entail new funds in the amount of $529.7 million. The difference of 
$23.1 million we are taking out of our 1950-56 programs and changing 
it over to this new weapons program. General Gruenther recom- 
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mended that we delete certain items from the 1950-56 program and 
shift:them over to the cost of these new weapons. 

Mr. Passman. Would the word “cancellation” be just as appropriate 
as the word “delete”? You funded it for one purpose and then it 
was deobligated and re-funded for another purpose ¢ 

Colonel Crirz. Yes, sir. 

The weapons included are as shown on the table in general types. 
Here I will have to go off the record. 

Mr. Passman..All right. 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. PassmaNn. This program for the $552.8 million was finalized -in 
January ? 

Colonel Crrrz. That is right. 

Mr. Passman. You had 5 months to put it together in 1 item. 
Instead you have $195 million in justifications that. we considered days 
ago. Now you come in for $334.553 million. That is a clean-cut item 
on this page. Then we get involved with another $23.1 million to 
make up the total. That makes it very difficult to explain on the floor 
and it adds to the confusion. I cannot understand, inasmuch as you 
had so much time, why you did not deobligate the funds and come in 
with one item for new weapons. Now it is in three different items, and 
that makes it most difficult to explain in the event questions are asked 
on the floor. 

Colonel Crirz. I agree it does, but we put it together on this basis 
to show you exactly where it is and how we propose to fund it. 

Mr. Passman. It will all go to the NATO nations? 

Colonel Crrrz. That is right. 

Mr. PassMan. You may proceed. 

Colonel Crirz. Off the record. 

(Discussion off the record.) 

Mr. Passman. I think I should say for the record that the Joint 
Chiefs of Staff’s decision and the Department’s request are rather 
close together, and you say the Joint Chiefs of Staff reached the 
decision to request these additional funds about 30 days ago? 

Colonel Crrrz. As to the distribution. 

Mr. Passman. Had the hearings on this particular bill been held 6 
weeks ago, there would have been no request for this item before us? 

Colonel Crrrz. Yes: there would have been, but at that time the 
Joint Chiefs of Staff had not decided as to the distribution. Off the 
record. 

(Discussion off the record.) 


NIKE GUIDED MISSILE 


Mr. Lanuam. I have seen recently in the press quite a bit of 
criticism of the Nike weapon—that it is not effective. 

Colonel Crrrz. May I go off the record, sir ? 

( Discussion off the record.) 

Mr. Forp. Off the record. 

( Discussion off the record.) 

Mr. Lanuam. So General Gruenther had recommended the full 
amount of $552 million ? 
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Colonel Crrrz. Yes, sir. 
Mr. Lanuam. But had not decided where to locate those items? 
Colonel Crirz. That is right. 
Mr. Lanuam. And that $552 million was included in your original 
request ? 
olonel Crirz, That is right. 


DELIVERIES r 


Mr. Wiccrieswortu. This is a brand new item, of course, Colonel, 
and you are requesting $334,553,000, and you apparently expect to 
obligate that in full in fiscal year 1957. Is that correct ? 

Colonel Crirz. We do, Mr. Wigglesworth. 

Mr. WiceteswortH. When will the new weapons covered by this 
request be delivered ? 

Colonel Crrrz. Mr. Wigglesworth, the ground control equipment 
for the Nike has a production lead time of about 28 to 30 months. 
The Nike itself has a shorter lead time of about 20 to 24 months, 
depending, of course, on how many we will get off the line. Off the 
record. 

( Discussion off the record.) 

Mr. Forp. Off the record. 

( Discussion off the record.) 

Mr. Wiceteswortu. How about the other items? 

Colonel Crirz. The other items vary in length of production time. 
The Honest John has about the same production time, or a little less 
than the Nike. We will have those probably by the end of 1958. 

Mr. Wiceteswortu. In 18 months? 

Colonel Crrrz. Yes, sir. Under the Navy items, those rockets are 
in production and they are not very long lead time. 

The Sonar is longer, and these other very special equipment items 
connected with antisubmarine warfare and so forth are electronic 
equipment and are a little longer lead time. 

Mr. Wiccteswortu. What would the average Navy lead time be, 
as a guess? 

Colonel Crrrz. I would guess between 18 and 24 months. 

Mr. Forp. That includes administrative lead time? 

Colonel Crrrz. 24 months would include administrative lead time. 
Under the Air Force items, the all-weather aircraft will be either 
the F86K or the F86F. Those are presently in production and the 
lead time is about 2 years. The Matador missiles are in production in 
the Air Force. The F-100 aircraft are in production and they are 
likewise at the present time 24 months lead time. 

Mr. WiccieswortnH. You indicate that a specific number of each 
type of new weapons, in several instances a very large number, are 
included in this overall request for $334 million, and yet you tell us 
that until very recently there was no decision as to where these weapons 
were to be placed. What determined the number of items that are 
included in the request ? 

Colonel Crrrz. On this basis, General Gruenther’s headquarters had 
made a study of their requirements in these various fields and, as I 
mentioned previously, many of these are area-type weapons. In other 
words, when you have them up in the forward area they will fulfill 
his requirements. For example, if the Nike is up in the forward area, 
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it would intercept a hostile plane before it came toward the target. 

Mr. Wicatesworru. Off the record. 

(Discussion off the record.) 

Mr. Wieeteswortu. On the record. In other words, if I under- 
stand what has been said off the record, the number of items requested 
here is well within the overall total that is eventually required and 
represents the maximum that can be put into action in the reasonably 
near future in the European area ? 

Colonel Crrrz. Yes, sir, and also with our present production capa- 
bility. 

Mr. Wiactesworru. Off the record. 

(Discussion off the record.) 

Mr. Wicciesworrn. These unit prices, I assume, are consistent 
with actual experience? 

Colonel Critz. Yes, sir, present Army, Navy, and Air Force con- 
tracts. 

Mr. WiceLeswortH. The same unit costs as for our own forces? 

Colonel Crirz. Yes. We are integrating them with our own orders. 

Mr. Wiccteswortu. That is all, Mr. Chairman. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Forv. Are these Nike units to be of a permanent installation 
or the mobile type? 

Colonel Crrrz. These are the mobile type. 

Mr. Forp. All of them ? 

Colonel Crrrz. All of them. It may be that the countries con- 
cerned, after receipt—may I go off the record ? 

(Discussion off the record.) 

Mr. Forp. Will you give us off the record the unit setup for the 
Honest John ? 

(Discussion off the record.) 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Wicetrsworrn. I have one question off the record. 

(Discussion off the record.) 

Mr. Lanuam. Off the record, 

(Discussion off the record.) 


INFRASTRUCTURE 


Mr. Passman. The next item is “Infrastructure,” volume LV, page 
179 of the justifications. Off the record. 

(Discussion off the record.) 

Mr. Passman. The request for infrastructure for fiscal 1957 is $75 
million. Do you have a general statement you would like to make on 
that item ? 

Mr. Suaw. Mr. Chairman, we have prepared a general statement, 
but I think under the circumstances it will probably be more expedi- 
tious to forego that statement. If I may I will say a few things abont 
the status of the infrastructure program and then attempt to answer 
any questions you may have. 


STATUS OF INFRASTRUCTURE PROGRAM 


As you have | 


ust mentioned, the fiscal year 1957 request for new 
obligational aut 


10rity is $75 million. We expect to have unobligated 
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im the infrastructure account—which, incidentally, is a limitation 
account—at the end of this fiscal year, $47 million, which we wish to 
have reappropriated. This would make our availability for infra- 
structure in 1957 $122 million, equal to the amount we had in fiscal 
1956. 

I wish to emphasize that this money is not used for any other pur- 
pose. It is just for infrastructure. If infrastructure does not call 
for it, the money is available at the end of the year to be returned to 
the Treasury or to be available for reappropriation. 

Mr. Passman. You indicated last year that you would have a pro- 
gram for fiscal 1956 in the amount of $122 million, but the estimated 
unobligated balance as of June 30 will be $47 million, which, in effect, 
means you had a $75 million program last year? 

Mr. Suaw. In fiscal 1956; yes, sir. 

I would like to explain how that occurs. I think this committee is 
familiar with the way infrastructure functions. The determinations 
as to what work will be undertaken by the host countries, which act as 
agents for the NATO Council, are made on the basis of the ability of 
the country to undertake the work involved. The United States, as a 
single member of NATO, cannot determine or govern the rate of con- 
struction or the rate of initiating construction projects. This is done 
on a NATO-wide basis. We know there are approved programs 
totaling approximately $2 billion. The only element that is unknown 
to us is the rate of construction and when the construction will be 
undertaken. There is no way for us to determine it except by estima- 
tion. So, in order that we will not retard the progress of work, we 
ask for more than we actually think will be required as new obliga- 
tional authority. This is called advance funding or advance financing 
in this particular category of work. 


UNEXPENDED BALANCE 


Mr. Passman. What is the estimated unexpended balance in this 
account as of June 30? 

Mr. Suaw. $152.4 million of military assistance and $34.2 million 
of military public-works money. 

Mr. PassMAN. $186.6 million is unexpended ? 

Mr. Suaw. $186.6 million unexpended as of June 30. 

Mr. Passman. And $47 million unobligated ? 

Mr. Suaw. That is correct. 

Mr. Passman. It would appear you have a well-funded program 
here. 

Mr. Suaw. The program is well funded. This is construction and, 
as I say, we cannot control the rate of construction or the rate of 
progress. 

FORWARD FINANCING 


Mr. Passman. What do you mean by “forward financing”, for which 
you are requesting $17 million ? 

Mr. Suaw. That is explained in the book on page 180, the second 
paragraph on the right-hand side. It is estimated that during 1957 
the United States should be prepared to obligate $105 million for 
infrastructure plus $17 million for forward financing, or a total of 
$122 million. Forward financing is desirable because it permits obli- 
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gation of funds for approved projects which are not presently included 
in the estimate of 1957 obligations, but which may have to be started 
in fiscal 1957. It is currently estimated that $47 million of unobli- 
gated funds will be available from 1956 infrastructure funds at the 
end of fiscal year 1956. 


SUMMARY JUSTIFICATION MATERIAL 


Mr. Passman. We shall insert in the record at this point pages 179, 
180, and the left half of page 181 of volume LV. 
(The pages referred to are as follows :) 


NONREGIONAL PROGRAM—MILITARY ASSISTANCE 


Infrastructure 


[In thousands of dollars] 


Program: 
Sn, WIR OU nn ee eB ._ $75, 000 
RT NU ica as cic cs ea er earcec neti neatige et cisions SME 122, 000 
Trees SOR Be ee a ee ed oe ce 521, 206 


GENERAL NARRATIVE STATEMENT 


Infrastructure is the term used for the fixed military facilities needed to sup- 
port combat operations by the integrated NATO forces under the Supreme Allied 
Commander Europe and Supreme Allied Commander Atlantic. These facilities 
include airfields, naval bases, war headquarters, telecommunications systems, 
electric warning systems, and fuel distribution systems. 

The infrastructure program is subjected to a strict screening process designed 
to limit it to essential projects. The supreme commanders send estimates of 
their minimum infrastructure requirements to the Standing Group, which screens 
them from the strategic standpoint. The North Atlantic Council further reviews 
the proposed projects in an effort to insure maximum economy, maximum use of 
existing military and civilian facilities, and austerity of construction standards. 

Construction is the responsibility of the nation in whose territory the project 
is located. The responsible nation, however, may not let contracts without 
prior approval of the Infrastructure Payments and Progress Committee of the 
North Atlantic Council. Detailed engineering cost estimates must be sub- 
mitted in order to obtain authorization to let contracts. Even after approval 
by the Payments and Progress Committee, the projects are inspected by teams 
representing the NATO military commander, the NATO International Staff/Sec- 
retariat, and the nations concerned. An International Board of Auditors, on 
which the United States is represented, audits all infrastructure accounts. 


Cost of the program 


The NATO nations share the cost of the infrastructure program in accordance 
with percentages fixed by the North Atlantic Council. The percentage of the cost 


borne by the United States has varied from one annual program, or “slice,” to 

another, as shown below: 

United States percentage net of taxes 

Annual programs: 
I a tel alee dale liamian Sapna 
I a a a eee teas arent An clin nlc ee Sse leebagldagistanaal dasamsa 41. 82 
Neen enn ne nn eee aces Pagans iasersctonisnierilipuies ealeaae aentiinjacer 38. 40 
I PII OR iia add rar eh neath anecl pewaet 38. 79 
I I a tas wien ila ncslen whack Dckinin Steen cbse dei 38. 62 
a a iki at a ain connie eidial 39. 89 
I a a a A neil ad dianipnaatcia nein ee apinien aomtingnlicaienen 39. 81 
nn TO ere eB eines gens ranma wparckonsereccare wig oaeeiare . 39. 72 


The exact percentage paid by the United States in any 1 year is a composite per- 
centage. This is because the payments made in a given fiscal year are not con- 
fined to a single slice but usually involve projects covering several years. The 
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percentage applied to each project is that of the slice under which the project was 
programed. Upon completion of all 7 slices, including the first 1, the percentage 
of the aggregate cost paid by the United States should approximate 39 percent. 

Prior to 1953, each anuual infrastructure program was prepared and financed 
as a separate slice. In order to avoid long and difficult annual cost-sharing nego- 
tiations, the North Atlantic Council agreed, in April 1953, on an infrastructure 
program, with a maximum cost of $700 million to be initiated during the 3-year 
period 1954 through 1956. Based on the agreed percentage, the United States 
share was $300 million for the 3 years. 

This maximum of $700 million, when added to the approximately $1.3 billion 
approved for the earlier years, will bring the total cost of the NATO infrastruc- 
ture programs through 1956 to approximately $2 billion. Of this overall total, the 
United States contribution will not exceed $780 million. In the Mutual Security 
Act of 1954, section 104 (a), Congress has already authorized a contribution up 
to $780 million by the United States toward the cost of the NATO infrastructure 
program. 

Progress to date includes Council approval of 6 annual increments totaling 
approximately $1.8 billion, of which the United States share is approximately 
$701.5 million. 

Of the 197 airfields in the program, approximately 142 were in sufficiently 
advanced stages of construction in December 1955 to permit use in an emergency. 
Of this number, approximately 125 airfields are now 99 percent complete. 

Of the total petroleum pipeline and storage program, approximately 50 percent 
is now under contract; 1,700 miles of pipeline has been completed; and storage 
space has been provided for 135 million barrels of fuel. 

Communications projects are moving ahead rapidly, approximately 70 percent 
of the total communication program is completed. 

Fiscal year 1957 estimate 

The estimate of funds required from the United States for infrastructure in 
fiscal year 1957 was made after consultation with the NATO International 
Staff/Secretariat and examination of an overall list of projects approved by the 
North Atlantic Council. This estimate covers the amounts needed from the United 
States to pay the cost of projects for which funds are to be obligated during 
fiscal year 1957. 

It is estimated that during fiscal year 1957 the United States should be prepared 
to obligate $105 million for the infrastructure program, plus $17 million for fer- 
ward financing, or a total of $122 million. Forward financing is desirable because 
it permits obligation of funds for approved projects which are not presently in- 
cluded in the estimates of fical year 1957 obligations but which may have to be 
started in fiscal year 1957. It is currently estimated that $47 million of unobli- 
gated funds will be available from fiscal year 1956 infrastructure funds appropri- 
ations at the end of fiscal year 1956. This would leave a net requirement of $75 
million in new obligational authority for fiscal year 1957. 

The following table gives a recapitulation of actual United States contribu- 
tions to the infrastructure program for fiscal years 1952 through 1955 and author- 
ized contributions, through fiscal year 1958 and after. 
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United States contribution to NATO infrastructure 


{In millions of dollars) 





Fiscal year Authorized |Appropriated| Obligated Expended 
| | 
Se ene es a seese 169. 0 | 169. 0 | 169. 0 15.7 
1(51. 0)| 1(51. 0) 1(51. 0) 
GOR. 6b 24 ceeapscetesbescemtcasseedecs ode> aan 140, 0 | 2140.0 140. 0 82.7 
| | | | 1(51. 0) 
WE dodcuivittckponted rtbbbranes . radebe prea 150. 0 | 3153.9 | 114.9 104. 6 
ne eee a any ce teiel 321.0 | * 100.0 64.3 80. 9 
Total gross appropriated - -- eta acl | 562. 9 
Less lapsed appropriation -.......-.--- Sas : | 74.7 
Net -neindoeegn nen fiscal year 
TNR eER pinmiddarncdpental pela cdbisbnnsvinindel | 488. 2 | 488. 2 283. 9 
1008. oa capeeabttemuptichbrapenh whe ecspene act oe 122. 0 | 492.0 492.7 
Total Gps fiscal year 1956 ab He hd F 610. 2 | 580, 2 376. 6 
a ertenienen ‘ ow mba 5 75.0 4105.0 4153.3 
1958 and after. - Pabssoittobeees euhtinsel betel 494.8 | 494.8 4 250. 1 
EE bskes bess ednebs ae ised bles i | 780.0 | 780. 0 780. 0 780.0 


| 


1 $51,000,000 utilized for United States national construction. 

2 Appropriated to Department of Defense under ‘‘ Military construction, foreign countries.” 

3 Of this amount $39,000,000 was reappropriated from fiscal year 1954 to fiseal year 1955. The new appro- 
priation requested for fiscal year 1955 was reduced from $123,700,000 to $100,000,000, thereby making $139,- 
000,000 actually available for fiscal year 1955. 

4 Estimate. 

‘Request. 


Mr. Suaw. It is understood, I think, by the committee, that the 
authorization for this appropriation was provided in the Mutual Se- 
curity Act of 1954, at which time a total of $780 million authorization 
was provided. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 


USE OF LOCAL CURRENCIES 


Mr. Lanuam. Are our local currencies used in this construction 
work ? 

Mr. SuHaw. No. This is one instance where we are not using local 
currency. Originally the United States agreed to make its contribution 
in dollars, and the reason for that was they antic ipated there would 
have to be roughly 35 or 40 percent of the material used in the infra- 
structure projects purchased in the United States. 


UNEXPENDED BALANCES 


Mr. Wicetesworru. I am not clear on these figures. The table 
which was furnished me by the military indicates that there is an es- 
timated unexpended balance as of July 1, 1956, of $199.4 million, which 
is somewhat different from your figure, I think. If you add $75 million 
to that, you come up with $274.4 million available for expenditure in 
fiscal 1957 and subsequently. Your estimated expenditure in fiscal 
1957 is given as $105.6 million, compared with $50 million in the cur- 
rent fiscal year, leaving you with an unexpended balance of $168.8 mil- 
lion at the end of fiscal 1957, or roughly 1% years on the basis of 1957 
expenditure, and 314 years on the basis of. 1956 expenditure. Which 
figures are right ? 
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Mr. Suaw. You are referring to the table dated June 18, are you, 
Mr. Wigglesworth ? 

Mr. Wiceteswortn. That isright, June 18, 1956. 

Mr. Suaw. I am sorry, Mr. Wigglesworth. I cannot explain the 
difference between those figures. I can go to the Taber table, which is 
the previous one, and it shows an unexpended balance, or the last 
column on that page shows opposite infrastructure the figure of $152 
million, which represents the unexpended obligations of military- 
assistance funds. You see, we have two funds in this program, and 
unfortunately, when these tables were made up, the funds other than 
military assistance were not taken into consideration. I am afraid I 
will have to ask you to disregard the figures on the first table you spoke 
of, which is dated June 18. The figures in the book on page 181 are 
correct with the exception of the estimate of obligations for iiscal 1956. 

Mr. Wicetesworrn. What do you say are your unexpended funds 
as of July 1, 1956? 

Mr. Suaw. Military assistance is $152.4 million, and for military 
public works, $54.2 million, or a total of $186.6 million. 

Mr. Wiecieswortn. If we add $75 million in this request to that, it 
gives us $261.6 million available for expenditure ? 

Mr. Suaw. But we are asking for the reappropriation of the unob- 
ligated balance of $47 million. It is $186.6 million plus $122 million. 

Mr. WiceL_esworru. Another $47 million ? 

Mr. Suaw. Yes. 

Mr. WicctesworrH. That gives you $308.6 million available? 

Mr. Suaw. Yes, on an expenditure basis. 

Mr. WieeieswortH. On an expenditure basis in 1957 and subse- 
quently ? 

Mr. SuHaw. Yes. 

Mr. WiccLeswortH. What is your estimated expenditure for fiscal 
1957 ? 

Mr. Suaw. I will go back to the original table. The figure is $105.6 
million. 

Mr. WiccieswortH. That agrees in both tables? 

Mr. Suaw. Yes. 

Mr. Wicetreswortu. The expenditure for 1957 is $105.6 million. 
What is it estimated in 1956? 

Mr. Suaw. The expenditure in 1956 is estimated at $92.7 million. 

Mr. Forp. As I read the titles of those columns, the figures of $92 
million and $105 million are under the obligated column. 

Mr. Suaw. Under the expended column for 1956, on the right-hand 
side. 

Mr. Forp. But for 1957 you said $105 million, and the column there 
says $153.3 million. 

Mr. Suaw. Yes. Since this book has been printed our estimate of 
expenditures has had to be lowered because the progress of infra- 
structure work has been reduced, and the reason for that is that they 
are conducting a review of the situation due to the change in concept. 

Mr. Wiccieswortu. If you take that $105.6 million estimate expen- 
diture in 1957 away from the $308.6 million available, you come up 
with a pipeline at the end of 1957 of $203 million. 

Mr. Suaw. Yes, sir. 

Mr. WiccieswortH. Which is about 2 years? 

Mr. Suaw. Yes, sir. 
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Mr. Wiceteswortu. In terms of expenditure. 

Mr. Suaw. Yes, sir; that is the way itruns. Of course, we all know 
that large construction jobs do run that length of time. There is 
nothing peculiar about it. But the host country which acts as @ 
construction agent for NATO is not permitted to make any commit- 
ments of funds until it is given clearance. Consequently, there is a lot 
of preliminary work to be done before construction starts, and there- 
fore there is an unliquidated obligation period longer than you would 
expect of the average constuction job of this type. 

Mr. Wiaciesworrn. That pipeline will be about the same as you 
start the year with ? 

Mr. Suaw. Just about the same; yes, sir. The rate of construction 
seems to be quite consistent. 

Mr. WiccteswortH. Well, if you had a $150 million pipeline instead 
of a $200 million pipeline, would it not work out about the same way ? 

Mr. Suaw. Al] we need is the availability to meet the NATO agree- 
ments as to how much work shall be started in a given year. We can- 
not control the rate of expenditure, neither can we control the rate 
of obligation, because we, as a Nation, have committed ourselves to a 
total program and others are responsible for its implementation. 


TOTAL UNITED STATES OBLIGATION TO NATO INFRASTRUCTURE 


Mr. WiccreswortH. How long do our obligations continue under 
those agreements, and to what extent, dollarwise ? 

Mr. Suaw. I think the best way to explain that is that we have a 
total authorization of $780 million. We have a total obligation at 
the end of this year of about $563 million against the $780 million. If 
you provide the funds in 1957 we are asking for, there will be roughly 
$90 million left over for the fiscal year 1958 appropriation. 

Mr. Wiccteswortn. In other words, over adel above this request 
our existing obligations under all agreements, insofar as infrastruc- 
ture is concerned, can be fully discharged with about $90 million ? 

Mr. Suaw. In fiscal 1958. 

Mr. Wiaceteswortn. In fiscal 1958. 

Mr. Suaw. Yes. But that brings us to the point where we must 
advise the committee that although at one time the $780 million United 
States contribution was expected to be the total that would be re- 
quired, the NATO authorities, instigated by General Gruenther and 
his military men and the SACLANT organization, are producing jus- 
tification for an extension of this program. They are talking in terms 
of another billion. 

Mr. Wiceteswortu. Another billion from America? 

Mr. Suaw. No, total. The estimated cost of the extension is now 
being discussed in terms of $1 billion. The cost-sharing formula for 
that additional work would have to be worked out. 

Mr. Wiceteswortu. What has that formula been heretofore as far 
as America is concerned, what percentage ? 

Mr. Suaw. The percentages are given on page 179. 

Mr. WiaccLteswortH. Roughly 38 or 39 percent ? 

Mr. Suaw. Yes. These are the percentages net of taxes. Our con- 
tribution in the formula, for instance, the 39.72 gross, equals about 
42.76, but the United States in no case pays any national taxes 
as a part of our contribution, so these figures are net of taxes. 
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Mr. WiacteswortH. Our obligation is in terms of construction and 
not of mamtenance / 

Mr. Suaw. That is correct, sir. We have been very careful to keep 
maintenance of all kinds out of the infrastructure program. The 
United States has insisted this is a capital expenditure and that the 
maintenance must be undertaken by the using forces, and it is a policy 
that has been pretty well accepted by the N ATO organization. 


UNITED STATES CONTROL OVER COSTS 


Mr. WiceiesworrH. What control, if any, do we exercise over costs ? 
Mr. Suaw. We have in NATO, I think, perhaps one of the most, 
effective control systems that we have anywhere. It is strange that the 
recipient countries in Kurope are very willing to take grant aid and 
gifts, but, when it comes to spending their own money, they are metic- 
ulously cautious. They are represented on the budget committees, 
and they are represented on the International Staff, which serves the 
NATO Council, and it is the International Staff, made up of our people 
and technicians from other countries, who are responsible for screen- 
ing the programs as suggested by the military authorities and finding 
means to reduce the scope, or to eliminate unnecessary features. 

This is always a problem with the NATO infrastructure because 
the host country usually is anxious to build into a project something 
beyond that required by the military for their operations in order to 
get. the facility which will serve more of their national interests. So 
it is the International Staff we lean on very heavily to see to it such 
elements are not included. 

Mr. Wiacteswortn. That is all, Mr. Chairman. 

Mr. Passman. Mr. Shaw, this is a part of NATO’s general pro- 
cram? 

Mr. Suaw. This is a NATO program, military program, facility 
program, generated by the International Military Authority. 

Mr. Passwan. When did the infrastructure actually get underway ? 

Mr. Saw. The infrastructure that we contributed to started in the 
calendar year 1951. 

Mr. Passman. Have you had a normal operation straight through 
on this program ? 

Mr. Suaw. Normal straight through. 

Mr. Passman. How about last year? Was it average? There were 
no particular upsets ? 

Mr. Suaw. No particular upsets. This is a very orderly program. 

Mr. PassmAN. Would not that indicate that you requested $47 mil- 
lion more for the fiscal year 1957 than you could actually use? 

Mr. Suaw. Mr. Chairman, I think we did and I think we did it 
consciously, and I think we are doing it consciously this year. We 
have to be prepared to meet the rate of commitments that the Council 
decides necessary. 

Mr. Passman. Would it be just as well to be under instead of over? 

Mr. Suaw. The United States is the most interested party in NATO 
in getting this construction built. We are the leaders in this military 
program. If we do not have the funds that will permit us to agree 
to future commitment of funds by a host country, we delay the con- 
struction, and it is undesirable to do that. Therefore, since there is 
no risk involved, we are doing it within a commitment we have pre- 
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viously made and we will not spend the money, or obligate the money 
for any other purpose. It cannot be diverted under the law, and we 
do not think there is any risk in asking for the top figure rather than 
the minimum figure in this particular case. 

Mr. Passman. That is why it is referred to as forward financing? 

Mr. Suaw. That is why we bring it out in the open. 

Mr. Passman. I want to be very fair. That is why I pressed my 
last question by asking if you had a normal operation from the in- 
ception of the program, and if last year was a normal operation. 
Personally, I do not know what the committee wants to do. I am 
not in favor of appropriating more money than you actually need and 
you can actually obligate. If you have a normal operation by ex- 
perience there would be no need to appropriate a sum 40 percent more 
than you actually need for the purpose. 

Mr. Suaw. I see your point, Mr. Chairman, but do you understand 
we cannot compute the actual need? Since we are not the sole au- 
thority, we are only one member of NATO, and the group as a whole 
determines how fast the program shall move forward. 


DETERMINATION OF PROJECTS TO BE UNDERTAKEN BY INFRASTRUCTURE 


Mr. Forn. How do you determine what items, or programs, come 
under the infrastructure and what programs are under our own mili- 
tary assistance program?’ That could make a difference as to whether 
we pay the whole amount or whether they share in the construction 
cost. 

Mr. Suaw. There is no difficulty in drawing that line of demarea- 
tion. Infrastructure includes those projects which are recommended 
by the International Military Authority for its use, for use of the 
forces that are under their control in case of war. These are the 
phvsical facilities which are in addition to the facilities made avail- 
able by the nations themselves. 

Under the military assistance program we are not constructing anv 
military facilities similar to these which are provided in the infra- 
structure. 

Mr. Forp. That raises a ouestion which T think should be answered. 

Supposing that you decided to use Nike installations which are of 
a permanent nature rather than a mobile type. If they were of 1 
permanent nature would not they come under the infrastructure. and 
if they were mobile would not they come wnder our own military 
assistance program ? 

Colonel Crrrz. Off the record. 

(Diseussion off the record.) 

Mr. Forp. Who makes the decision whether or not they are fixed 
or mobile? 

Colonel Crrrz. IT would say that it would be a combination. We 
will provide these on a bilateral basis to the countries concerned for 
use as recommended by the International Staff. I think that it would 
be up to the country after they have ascertained the location whether 
they want to leave them on a mobile operational basis, or a fixed basis. 
T do not believe the International Staff would try to prescribe that 
amount of detail. 

Mr. Forp. As you look at this list on page 181 of this proposed pro- 
gram—the additional $1 billion—it would appear to me from the 
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descriptions set forth there that some of those would raise problems 
similar to the mobile or fixed installation Nike setup. 

Colonel Crirrz. We consider the Nike more or less just like a 90- 
millimeter or 120-millimeter gun. It is a country responsibility for the 
operation of its own forces, although, as you fully realize, it will have 
a capability far in excess of what the old weapons did. 

Mr. Suaw. I think that we should also recognize—and perhaps this 
ought to be off the record 

(Discussion off the record.) 


INTERNATIONAL Minirary HEADQUARTERS 


Mr. Passman. The next item is that of International Military Head- 
quarters appearing on page 183, volume IV. This item is similar to 
most of the other items. You are requesting an increase for the fiscal 
year 1957 over the program that you had for the fiscal year 1956. 

The request for the fiscal year 1957 is $5,300,000 as against $3,500,- 
000 for the fiscal year 1956. 

Why are you asking for an increase in this particular account for 
the fiscal year 1957? 

Mr. Suaw. Mr. Chairman, we are asking for an increase in this 
fiscal year 1957 over 1956 for the reason that initially when the In- 
ternational Headquarters Organization was first established the 
NATO authorities agreed with the approval of the United States 
that there should be a working capital fund established. The United 
States contributed $1,700,000 toward that working capital fund. It 
was established because it was thought that the contributing coun- 
tries might not meet their obligations on time and consequently the 
headquarters would be embarrassed if there were not funds avail- 
able to take care of the current expenditures, or their current obli- 

ations. 
. We contributed, as I say, $1,700,000 to that fund. Four or five 
years of operating experience proved that the member countries do 
contribute their share of the cost of operations promptly, so this last 
year it was determined by the fiscal experts in NATO we could afford 
to liquidate the fund. That was liquidated in the fiscal year 1956. 
Consequently, our new obligations in this year were less than the 
annual average. The headquarters have about reached the limit of 
expansion. ‘The expenditures are quite current. It costs something 
in the neighborhood of $5 million or $5,300,000 a year. So, from here 
on out we think that our contribution toward the support of the In- 
ternational Military Headquarters, SHAPE and its eenabanae com- 
mands, SACLANT and its subordinate commands, will run about 
$5,300,000. 
UNEXPENDED BALANCE 


Mr. Passman. Will you state for the record the estimated unex- 
pended balance in this program as of June 30, 1956? 

Mr. Suaw. $2,900,000. 

Mr. Passman. Are there any unobligated funds in the account? 

Mr. Suaw. There would be no unobligated funds. 

Mr. Passman. I am talking about unobligated funds. 

Mr. Suaw. No, sir. That is unliquidated obligations. 
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Mr. Passman. You have $2,900,000 in unliquidated obligations? 

Mr. Suaw. Yes. 

Mr. Passman. What does that cover? This is an entertainment 
item, is it not, the expenses of the organization ? 

Mr. Suaw, No. This is our share of the common cost of operat- 
ing the headquarters. 

Mr. Passman. Administrative, personnel, office space, communica- 
tions, and other facilities. It is something that should be more or 
less on a current basis. 

Mr. Suaw. Except for construction, and I would say this unliqui- 
dated obligation figure represents our share of the cost of construc- 
tion, which is not yet completed. 

Mr. Passman. What type of construction? 

Mr. Suaw. Headquarters buildings. 

Mr. Passman. Is that the structure they were building in France? 

Mr. Suaw. Yes, in SHAPE, and we built headquarters in Oslo, 
Norway, and we built headquarters by renovating quarters in Naples, 
in Italy, and in a number of other places, 

Mr. Passman. Certainly it is not your fault that there is no record 
to indicate what it actually covers. ‘That isa correct statement. It is 
just a question of $2,900,000 unliquidated balances, but we do not 
know really what it is to pay for. 

Do you have an itemized list as to what this represents ? 

Mr. Suaw. Not exactly what that represents. We can tell you very 
readily the types of charges. 

Mr. Passman. That is indicated on the back of this page. The 
support includes administrative personnel, office space, office sup- 
ples, communications, and other facilities. 

Mr. Suaw. Yes. 

Mr. Passman. Ordinarily you would think that items of that 
nature would be on about a 30-day basis, yet you have in this program 
our contribution for almost 6 months. 

Mr. Suaw. Mr. Chairman, I have here a breakdown of the calendar 
years 1954, 1955, and 1956 costs, operating costs, and capital costs for 
major headquarters, by Supreme Headquarters and subordinate com- 
mands. I am perfectly willing to provide this statement for the record 
if you are interested in having it. Each of the subordinate commands 
shows capital costs. Most of them are minor in comparison with the 
operating costs, but there have been capital expenditures in each one 
of these headquarters. 

Mr. Passman. I do not think it is necessary, since it is voluminous, 
to insert it in the record, but I think the committee should know, inas- 
much as this contribution, with the exception of the capital struc- 
ture, is to meet monthly expenditures, why you have $2,900,000 in 
unliquidated obligations which is more than would be required as our 
contribution for 12 months. You have nearly a 7 months’ balance on 
hand. 

Mr. Snaw. It might help if I would quickly review how these con- 
tributions, or the requirement for the contributions, develop. 

There is an international military NATO budget committee which 
examines the budget proposals submitted by each one of the subordi- 
nate and Supreme Commands. This budget committee examines those 
budgets annually very, very carefully. At the headquarters deter- 
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mine that they need funds against their , oe ed budgets, they com- 
municate with the Secretary General of NATO who assesses each of 
the contributing countries its share of the cost involved, and the as- 
sessments are developed on the basis: of an appropriate “cost- sharing 
formula. When we receive the assessment, we forward the money to 
the depository specified by the Secretary Gener: al, and the moneys stay 
there until they are expended by the headquarters authorities. So 
there is a gap between the date of obligation and the date of expendi- 
ture. 

Mr. Passman. Would it be 7 months? 

Mr. Suaw. It could well be 7 months; yes. 

Mr. Passman. Is this one of the items that operates on a calendar- 
year basis rather than a fiscal-year basis ? 

Mr. Suaw. Yes. NATO operates on a calendar-year basis. 

Mr. Passman. That explains the difference. You are operating here 
on a calendar-year basis rather than a fiscal-year basis ? 

Mr. Suaw. That is one contributing factor. 

Mr. Wiceieswortn. I am not just “clear about your response to the 
chairman’s question. 

We gave you $2,500,000 for the current fiscal year, as I understand 
it, and that will all be obligated by June 30 of this year. Now, you 


ask for $5,230,000 for fiseal 1957—I do not understand how that ties 
in with the liquidation of the NATO military headquarters working 
fund. 


Mr. Snaw. When we made the contribution to the working fund it 
was reported in prior years as an expenditure, sir, because it was made 
to the NATO authorities and it was expended as far as our records 
are concerned. JT think that accounts for the difference. It was not 
expended by NATO; it was expended by the United States to NATO. 
But NA’ PO maintained it and had it free and available for expenditure 
in 1956. Consequently, our 1956 expenditures do not reflect the ex- 
penditure of the at prior donation, or contribution. 

Mr. Wiactesworrn. You mean that in fiscal 1956, over and above 
the $3,500,000 there was additional money provided out of the fund? 

Mr. Straw. Yes, which we previously had reported as expended 
because we had turned the money over to NATO. 

Mr. Wiceirswortrn. But as far as our accounting was concerned, 
it does not appear anywhere in the 1956 picture ? 

Mr. Suaw. It would not appear in the 1956 picture in our account- 
ing; that is correct, sir. 

Mr. Wicerrsworru. Do you know how much was in fact expended 
out of that fund in 1956? 

Mr. Suaw. Yes. The entire amount, $1,700,000. That should be 
added to the $3,500,000, if you want to get 

Mr. Wiaciesworrn. So your position is th: at on a comparable basis, 

* you are in fact requesting exactly the amount that was provided by 
Uncle Sam in the current fiscal year. 

Mr. Suaw. Exactly, sir. There is no reason for a change, because 
the level of operations is quite constant in this sort of operation. 
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Mr. Suaw. Prior to this fiscal year our contribution for construc- 
tion was 45 percent. Our contribution toward operating expenses was 
22.5 percent because most of the construction had been ace omplished 
in last year’s cost-sharing agreement negotiation, and it was decided 
we would no longer differentiate between capital and operating ex- 
penses and the United States agreed to a percentage, a single. per- 

centage of 24.2, so our contributions from here out for the support 
of the international military headquarters will be 24.2 percent. 

Mr. Wiaeieswortnu. In other words, from now on, whether the 
total contributions from all countries go to construction or operation, 
we pay a percentage of 24.2 percent? 

Mr. Suaw. Yes. In this instance, we are getting a break, and I 
think the countries agreed to it because they know what the annual 
total cost of this operation is and they were willing to concede a little 
as the result of our efforts to get approval of a smaller United States 
contribution. 

Mr. WicciesworrH. How far along are they in the total construe- 
tion program under this heading ? 

Mr. Suaw. Practically completed, sir. 


Mutrvat Werarons DreveELopMENT PROGRAM 


Mr. Lanuam. We will now consider the mutual weapons develop- 
ment program, volume LV, page 185. 

For the fiscal year 1957 I notice that your request is $58 million, 
whereas in 1956 the program was for $36 million. 


BASIS FOR INCREASED REQUEST 


Will you explain why the increase is asked ? 

Colonel Crirz. Mr. Chairman, our mutual weapons development 
program is designed to accelerate the development of selected ad- 
¥anced types of nonnuclear weapons or equipment, to effect a greater 
utilization of scientific and technical capabilities in the countries 
presently allied with the United States, and to increase production of 
new weapons and so forth in friendly countries. ‘Those are our basic 
objectives. 

Our programs in the past have been worked out with only 7 fol- 
lowing countries: Belgium, France, Italy, the Netherlands, Norway, 
and the United Kingdom. 

We are now ready to go beyond those countries to the following ad- 
ditional countries: Germany, Spain, Denmark, Turkey, and Japan. 
We only place these mutual weapons development programs where 
there isa potential, and they have a weapon in which we are interested 
for the advancement or modernization for allied armed forces. 

Mr. Lannam. What do they contribute to the program ? 

Colonel Crrrz. I can give you an example of that. 

In our past programs the countries concerned have contributed over- 
all, including their own developmental costs, 60.8 percent and we have 
contributed 39.2 percent of the total cost. It is a mutual program. 
They have to show us that it has capabilities before we will participate 
in it. 

Another advantage of this program is that when we participate 
with them in the development of these projects the resulting item 
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is available to us and other countries; in other words, it does not stay 
right in the country itself. 

I will give you the total so far of our program. For example, our 
United States obligations total approximately $66 million in round 
figures whereas the countries have put in $49 million in obligations for 
the project itself and an additional $53 million for the developmental 
fund; in other words, to get the project started they put in $53 million 
and after we joined them they put in $49 million more while we put 
in $66 million. 

Mr. Lanuam. I notice that the figures here are through 1956 and 
you have $76 million instead of $65 million. What accounts for the 
difference ¢ 


UNEXPENDED BALANCE 


Colonel Crrrz. At the present time, sir, our total obligations out- 
standing against this program are the $64 million plus, and eur un- 
obligated balance is $5 million 

There is a slight difference there. We have deobligated some. 

Mr. Lanuam. Can you tell us off the record the new countries that 
you are going into and the type of weapons ? 

Colonel Crrrz. Yes, sir. 

( Discussion off the record. ) 

Mr. Lannam. I believe you said that of the 1956 funds $6 million 
had been deobligated ? 

Colonel Crrrz. $5 million is our unobligated balance. 

Mr. Lannam. What about your unexpended balance ? 

Colonel Crirz. $64.4 million. 

Mr. Lannam. Why the large unexpended balance ? 

Colonel Crirz. These projects, Mr. Lanham, are long-term develop- 
ments. They are just like our own development projects—like our 
Talosand Nike. They are 4- and 5-year projects. 

For example, some of them have been brought to the point where 
they have had test firings and things of that sort and have been ac- 
cepted, but our expenditures against them have not been accomplished. 

( Discussion off the record.) 


EXPENDITURES 


Mr. oe AM. What were your expenditures during the present fis- 
cal year 

Colonel Crrrz. Our expenditures, sir, in the fiscal year 1956 were 
$9,100,000. 

Mr. Lanna. What do you estimate the expenditures will be in the 
fiscal year 1957 ? 

Colonel Crrrz. In 1957 we estimate approximately $37,200,000. 

Mr. Lanuam. Rather large expenditures? 

Colonel Crrrz. It is going up as these projects are completed. 

Mr. Wicetesworru. As of what date is that unobligated balance of 
$5 million ? 

Colonel Crrrz. June 30 of this year. 

Mr. Wiceirswortu. That means that you have obligated about $3 
million in 12 months, or $2,500,000 a month. 

Colonel Crrrz. Approximately, yes, sir. 
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Mr. WicetesworrH. Now you are asking for $58 million. If you 
add that to the unexpended balance on June 30 of $69,400,000, it would 
give you $127,400,000 available for expenditure. 

Colonel Critz. That is correct, sir. 

Mr. WiceLeswortH. And against that you expect to spend about 
*37,200,000 in 1957, leaving you in the pipeline as of June 30, 1957, 
about $90,200,000, or almost a 3-year supply in terms of the 1957 
expenditures ¢ 

Why do you need such a pipeline as that ? 

Colonel Crirz. Mr. Wicslawerth, as I mentioned a moment ago, 
these are all long-term projects. I can give you specific examples off 
the record, if you would like. As you know, our own research and 
development programs or processes take 4, 5, and 6 years for com- 
pletion and final acceptance. 

(Discussion off the record.) 

Mr. WicateswortnH. There is nothing in there with a 3-year lead 
time as yet. 

Colonel Crrrz. Some of these may take 5 years for completion. 

Mr. WiccLEeswortuH. For example ? 

(Discussion off the record.) 

Mr. Wicctesworru. Because it is in the research stage? 

Colonel Crrrz. Yes, sir. It is all in the research stage. These 
projects are all taken over by us on a mutual basis with the countries 
to complete the research and get them acceptable and we have no 
commitments beyond that for purchase or anything else. In other 
words, it is a mutual project to come to the final development and 
acceptance of an advanced weapon which we believe would be valu- 
able to our own forces and to our allies. 

Mr. WiceieswortH. Is this $5 million unobligated balance re- 
quested to be carried forward, or does it lapse ? 

Mr. Suaw. It is to be carried forward. 

Mr. Wicetesworru. So you will have available for obligation if 
this request is approved $58 million plus $5 million, or $63 million ? 

Colonel Crirz. Yes, sir. 

Mr. WiccLteswortH. How much do you expect to obligate? 

Colonel Crirz. We expect to obligate all of it, sir. 

Mr. WiceLreswortH. Although you only obligated $30 million this 
year you expect to obligate $63 million in 1957 ? 

Colonel Crrrz. Yes, sir. We are adding five additional countries 
to our program this year. 

Mr. WiccLEswortH. You want to build your pipeline up from $69,- 
400,000 to $90,200,000 2 

Colonel Crirz. Yes, sir. 

Mr. Lanuam. Do you think that the money we have spent on this 
program has brought results commensurate with the amount spent ? 

Colonel Crrrz. May I speak off the record. 

(Discussion off the record.) 


COORDINATION OF RESEARCH AND DEVELOPMENT 


Mr. Forp. What worries me the most is whether or not this research 
and development program overall is closely coordinated with our 
own research and development programs in the three military services. 

Could you give us any information on that 4 
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Colonel Crrrz. Yes; it is completely coordinated, sir, and we do not 
take on any project where we have something similar about completed. 
It also has the advantage, Mr. Ford, of putting it over in the country 
and then they can produc e it for themselves. 

Mr. Forp. The illustration you gave of a light aircraft for us on 
airfields where there are short runways and unimproved terrain is 
of interest tome. As you know, our own Army research and develop- 
ment program is concentrating in this area as well. Are they dupli- 
cating our effort in this area? 

( Discussion off the record. ) 

Mr. Forp. This committee can have assurance that none of this 
effort is duplicatory of our own research and development program ¢ 

Colonel Crrrz. It is administered by the Assistant Secretary of De- 
fense for Research and Development. 

Mr. Forp. In other words, the Secretary for Research and Devel- 
opment ¢ 

Colonel Crrrz. Administers it for us, sir. 

Mr. Forp. Overall, what do you foresee as the percentage of contri- 
bution in dollars we will make and the percentage in contribution in 
dollars the other participating countries will make ¢ 

Colonel Crirz. As I mentioned previously, in the past it was about 
60 percent for them and about 40 percent for us. I see no reason 
to change that anticipated participation. 

Mr. Forp. That looks like the figure for the long pull ? 

Colonel Crrrz. Yes, sir. Bear in mind they have come up to a 
certain point in their development stage before we participate with 
them. They have expended quite a bit before we do. 

Mr. Forp. How do we have any control over the areas in which 
they are operating in research and development ? 

Colonel Crrrz. Well, sir, the control is that we participate with 
them for a specific project until that project is either accepted or 
thrown out. In other words, we work directly with them and par- 
ticipate with them. 

Mr. Forp. In other words, they may have a hundred research and 
development projects in various stages of development. 

Colonel Crirrz. Yes, sir. 

Mr. Forp. And we might indicate to them, if it is to our mutual 
advantage, that we would help finance 4 or 10 out of the 100 after 
acertain point of development had been reached ? 

Colonel Crirz. That is correct, sir. In other words, our participa- 
tion is on a case-by-case basis—a specific item. 


Foreign Minirary Facinitres Asstsranck ProGRAM 


Mr. Passman. The next item is the foreign military facilities as- 
sistance program, page 189, volume IV. 

For the fiscal year 1956 you had for this program $20 million. 
You are requesting for the fiscal year 1957, $35 million. This is run- 
ning true to form, another increase. 

Will you discuss why you are requesting an increase in this program 
over what you rec eived in 1956? 
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BASIS FOR INCREASED REQUEST 


Colonel Crivz. Mr. Chairman, the objectives of this particular pro- 
gram, the foreign military facilities assistance program, are, first, 
to encourage and support the efforts of friendly countries to become 
self-sufficient in the manufacture of munitions and components thereof, 
thus reducing their dependence upon the United States for military 
aid. Secondly, to provide for development and mutual use, as may 
be necessary, of defense production and maintenance capacity in 
friendly countries which will provide closeup support from indigenous 
sources and reduce the hazards and delays incident to long supply lines 
from the United States. 

Thirdly, to utilize available resources of the free world in the most 
efficient manner, and in times of peace enable friendly countries to 
maintain their own forces at their own expense. 

In other words, these are projects which we have undertaken with 
the countries concerned to assist them in developing their capacity 
to produce for themselves. 

You see, the increase, Mr. Chairman, is for additional projects in 
this field over and above those which we participated in last year. 
Our projects are many. They are primarily in the field of ammuni- 
tion. They are in the expansion of propellants and explosives pro- 
duction capacity, the expansion of critical metal components pro- 
duction capacity, such as steel cartridge cases, and conversion of exist- 
ing capacity to produce propellants and explosives meeting the tech- 
nical requirements of newer weapons such as those weapons with 
greater muzzle velocity and greater explosive effect. 

In addition, we have developed certain overhaul capabilities such 
as aircraft airframes, electronics and hydraulics, naval gunsights, ar 
tillery recoil mechanisms, and fire-control mechanisms. All of these 
projects, sir, have been participated in on a mutual basis. The coun- 
tries themselves have participated in them. I will give you a specific 
example of their participation. 

On ammunition, in the fiscal year 1956, we put in $16.4 million, and 
the countries put in exactly the same amount. It was roughtly a 
50-50 basis. On the major overhaul projects we put in approximately 
$13 million and the countries put in almost $13 million. In other 
words, our ratio is approximately equal to theirs. 

Mr. Passman. I hope before I leave the Congress that I will be 
able to ascertain through exposure, or experience, why you have to 
scatter these programs all over the field. You havea military program 
and then you have a lot of kindred programs that have to do with 
keeping up the equipment. 

Colonel Crirz. May I say one thing about these last two programs, 
the mutual weapons program and this facilities assistance program. 
T believe we will come out with a reduced cost as far as the United 
States is concerned, 

Mr. Passman. Because of the advanced techniques ? 

Colonel Crrrz. And their participation as opposed to its all being 
done in the United States. 

Mr. Passman. They had some pretty good technicians on ammuni- 
tion in World War I and World War II in that part of the world. I 
am surprised that they lost them so quickly. 
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Colonel Crrrz. Their greatest deficit was in the field of propellants. 

Mr. PassMan. What is the estimated unobligated balance in this 
fund as of June 30? 

Colonel Crrrz. The unobligated balance is anticipated to be $14,- 
100,000. 

Mr. Passman. Unobligated ? 

Colonel Crrrz. That is correct. 

Mr. Passman. Are you asking that it be reappropriated ? 

Mr. Suaw. Yes. 

Mr. Passman. What is the estimated unexpended balance as of 
June 30? 

Colonel Crrrz. $76,600,000. 

Mr. Passman. Would not that indicate that you have on hand about 
90 percent of the entire amount appropriated from the inception of 
the program ? 

Colonel Crrrz. These are one-time projects. Each one is a new 
undertaking, and those that are going on now will not be duplicated 
by the ones which we are placing in the new fiscal year. 

Mr. PassmaAn. You had for the total program from 1950 to 1956, 
$84,804,000. How could you wind up with approximately $90 million 
in the unobligated and unexpended balances? It seems as if that 
would be a good way to pay off the public debt. 

Colonel Crrrz. Mr. Chairman, we have recently added projects. 
We have set aside projects for this particular program for which we 
have not been able to obligate. That is where the $14.1 million is. 
We pulled money from the other projects, other portions of the pro- 
gram, for this purpose. 

Mr. Passman. Why would you want to do that when you antici- 
pate you will have $14.1 million unobligated as of June 30? 

Colonel Crirz. For this reason: the mutual weapons program and 
the facilities assistance program involve quite a bit of negotiation. 
In other words, we go in with a country and we say that we will help 
you to develop this capability to produce such and such ammunition, 
or do so and so. It requires negotiation and quite a lot of time to 
finalize the contract. 

Mr. Passman. Can you understand how a member of this commit- 
tee would be confused when we look at this page? We take the total 
program from its inception and we see where that amounts to $84,804,- 
000. Then we ask you for the unexpended balance and the anticipated 
unobligated balance. We put the two together and it amounts to $5 
million more than the entire program calls for in the beginning. 

Colonel Crrrz. Right, sir. 

Mr. Passman. If that is not confusing to me, I just do not know 
what is. 

Colonel Critz. Mr. Chairman, I agree with you, but it is the way we 
have to put these books together. 

Mr. PassmAn. How in the world can I ever understand the pro- 
gram? It is my responsibility to explain if a member sees the total 
program from its inception has been $84,804,000 and then he turns 
right around and discovers that you now have $90 million to your 
credit, unexpended and unobligated. 

Colonel Crrrz. That is correct, Mr. Chairman. Of course, of neces- 
sity, we must start the preparation of the material to go before you 
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early in the year, and the figures that I have just given you on our 
unexpended balance, sir, are as of the moment. 

Mr. Passman. I do appreciate that you are being frank with the 
committee, but in this account you have more to its credit than we 
have appropriated for the total program. 

Colonel Crrrz. We pulled the additional $5 million from other 
programs because we considered that these have higher priorities. 

Mr. Lanuam. You have never paid for these that you have finished # 

Colonel Crrrz. No, sir. There is no payment until the plant is 
finally in operation and is producing. It is more like the mutual 
weapons program that I mentioned previously. It takes time for 
construction and conversion and getting them into operation. 

Mr. Passman. Then further confusing me, for the fiscal year 1957 
you are asking for $15 million more than you had for the program in 
the fiseal year 1956. 

Colonel Critz, That is correct. You have more unobligated and 
unappropriated than the entire program calls for. 

Mr. LANHAM. What did they obligate last year ? 

Mr. PassmAn. Inasmuch as you will have more on hand than has 
been allocated to the program, according to the records that we have, 
what have you obligated ? 

Colonel Crirz. We have obligated $76,600,000. 

Mr. Passman. What is that obligated for? 

Colonel Crirz. I can give you a list. 

Mr. Passman. Is it confidential? 

Colonel Crirz. Yes, sir. 

Mr. PassmMan. I will withdraw the question. I am not going to 
spend the rest of the day looking through a classified list. 

Then you have only obligated $6 million of the 1956 amount? 

Colonel Critz. Mr. Chairman, if you take it on the basis of total 
funds we have set aside for it as of the moment, that is, consider- 
ing our $14,100,000 unobligated balance; that is correct. 

Mr. Passman. How could that be if you came in and justified 
$20 million in new appropriations for the fiscal year 1956 and you 
are back 1 year later and you have unobligated $14,100,000? It simply 
means that there has only been $5,900,000 of the new funds obligated. 

Colonel Crirz. That is correct. 

Mr. Passman. Leaving unobligated $14,100,000. You are asking 
for $35 million in new money for 1957, and in addition you are going 
to ask the Congress to reappropriate $14,100,000 ? 

Colonel Critrz. That is correct, Mr. Chairman. Bear in mind, sir, 
these are long-range projects. They are more like the developmental 
type. They have to build the facilities. The country participates 
with us, and we do not pay for them until the plant is in production, 
and at present there is nothing coming out of it. 

Mr. Passman. You would ordinarily either obligate or reserve. 

Colonel Crrrz. Yes, sir. But even the negotiation takes time. 
Going to a country and saying that we will work out with you the 
setting up of such-and-such ammunition production facilities, takes 
time. That is why we have to have the money behind it when we 
open negotiations. 
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REDUCTION IN 1956 FUNDS 


Mr. Passman. What did you request for this particular account last 
year ¢ 

Colonel Crrrz. Our request last year was $24 million. 

Mr. Passman. Certainly we did not hurt the program by not al- 
lowing the entire $24 million? 

Colonel Crrrz. Mr. Chairman, may I answer that on the overall 
basis. 

Mr. Passman. No. I want you to answer the question on this one 
item. 

Colonel Crrrz. Your cut was not specifically against this. 

Mr. Passman. I am asking the question for this reason: You asked 
for $24 million for this program. We gave you $20 million and you 
obligated only $5,900,000, so the $4 million reduction did not hurt the 
program. 

Colonel Crrrz. As of this moment that is correct, sir, but as I said, 
we are negotiating additional contracts that have not been culminated. 

Mr. Passman. They have not advanced far enough to where you can 
reserve ¢ 

Colonel Crirz. That is correct. They are under discussion. 

Mr. Lanuam. Is it difficult to get these foreign countries to take 
our help ¢ 

Colonel Crrrz. I would not put it on that basis. It is not that way. 
We are being particular as to what we accept to participate in with 
them. 

SCOPE OF PROGRAM 


Mr. Wiceiesworts. What isthe limit on this program ? 

Colonel Crrrz. Mr. Chairman, it is our desire to participate with 
the countries so they will develop their own potential to provide for 
themselves. We believe the successful participation in this program 
will eventually reduce our own costs as far as these countries are 
concerned. 

Mr. Wiccieswortu. How far along are we? Do you have any idea 
of the scope of this program? It is expanding pretty rapidly, it 
seems to me, and could go on doing so. 

Colonel Crrrz. Well, sir, the situation is this: As you realize, we 
have built up a good production base in Europe, primarily in the field 
of ammunition. There are other capabilities over there. For ex- 
ample, for overhaul and rehs ibilitation of various types of equipment. 
This particular year we are going in to assist some countries in guided- 
missile production facilities. As far as we are concerned, if we can 
draw these to a successful conclusion, we believe it will reduce our 
costs in the end. We believe it will be a continuing project. 

Mr. Wiactrswortn. You have obligated only $6 million of the 
$20 million available in 1956 in the current fiscal year. 

Colonel Crrrz. That is our present estimate. 


OBLIGATIONS 


Mr. WiceieswortH. What is your estimate of obligations for the 
fiscal year 1957 ? 

Colonel Crrrz. Our estimate is $ 
ticipate obligating all of it. 


g 


$37,700,000 expenditure. We an- 





Mr. WigGLeswortu. How much ? 

Colonel Crrrz. The total of the carryover, sir, of $14,100,000 and 
the new funds requested in the amount of $35 million. 

Mr. WicGLesworru. You expect to obligate $49,100,000? You ex- 
pect to obligate all of that ? 

Colonel Crirz. Yes, sir. 

Mr. WieeLeswortu. Although you obligated only $6 million in the 
current fiscal year ¢ 

Colonel Crirz. That is what we believe we will have contracts signed 
for. 

Mr. WiceLeswortu. Is there any reason for this committee to believe 
that the estimate for 1957 will prove to be more accurate than the 
estimate for 1956 ¢ 

Colonel Crrrz. I can state this, that the $14,100,000 presently unob- 
ligated is now being negotiated with various countr ies, and we believe 
the signing of the contracts is not too far off. 

Mr. Wiccieswortu. You told us a year ago presumably you were 
going to obligate $20 million and you obligates Ls $6 million. Now you 
say that you want to obligate $49 million in 1957, and I am wondering 
what basis there is for believing you can and will obligate $49 million 
in 1957. 

Colonel Crrrz. Mr. Wigglesworth, we are presently negotiating con- 
tracts for the $14,100,000. As soon as we get them signed, I believe 
that will come off in the very early part of the fiscal year, and as we 
approve and set aside funds for these additional projects for fiscal 
year 1957 it is a question of negotiation. I believe that we can accom- 
plish that. 

Mr. WiceLeswortu. You have to negotiate all those projects, do 
you not? 

Colonel Crirz. Yes, sir. 

Mr. Wiccieswortu. Perhaps some will fall down or maybe you 
will change your mind. There is nothing very firm about this pro- 
gram; is there ? 

Colonel Crrrz. Well, there is no commitment, sir. We have set 
aside and lined up the exact facilities which we would like to partici- 
pate in this year, which, by the way, include in addition to the ammu- 
nition and rehabilitation projects that I mentioned, some missile pro- 
duction facilities and facilities for other advanced type weapons. 
That is a new field. 


EXPENDITURES 


Mr. WiccieswortrH. From the expenditure angle you have a pipe- 
line as of July 1 of $90,700,000, and if you add - your request of $35 
million that will give you $ $125 ,700,000 available, and against that you 
expect to spend $37,700 000 compared with $2,800,000 in the fiscal year 
1956, and you come up with a pipeline at the end of the fiscal year of 
$88 million. 

Colonel Crrrz. That is correct, sir. 

Mr. Wiccteswortn. I call your attention to the fact that you are 
going from $2,800,000 in 1956 to $37,700,000 in 1957, and that you 
will have an $88 million pipeline at the end of fiscal year 1957, which 
is something over 2 years on the basis of 1957 expenditures, and some- 
thing over 27 years on the basis of 1956 expenditures. 
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Colonel Crirz. Mr. Wigglesworth, I agree with your figures. The 
problem is this: These are developmental construction projects, and 
there must be ammunition coming off the line before we pay for it. 
None of our projects are duplication. Each one that we have let 
so far is for a specific purpose or item, and we do not pay for it until 
that plant has been completed and produces. It is more of a con- 
struction nature and a research and development nature as opposed to 
a pipeline, sir. It is not a pipeline from the point of view of some- 
thing that wecan shift. It is for a specific project. 

Mr. WiccieswortH. Your fundamental position is that every one 
of these facilities saves the United States money in the long run? 

Colonel Crirz. It is, sir; and it gives us a production capability in 
those countries which we would not otherwise have. 


TRANSFER OF FUNDS TO PROGRAM 


Mr. Passman. I would like to go back to page 189 of volume IV to 
the item captioned “Military Assistance, Foreign Military Assistance 
Program.” 

Did I understand you to say a moment ago that the total amount 
of money allotted to this program for the fiscal year 1950 through the 
fiscal year 1956 amounted to $84,804,000 ? 

Colonel Crrrz. Mr. Chairman, that is the amount that we have 
shown in our 

Mr. Passman. Is that correct? 

Mr. Suaw. That is correct. 

Mr. Passman. I have only these records to go by. You do have, 
according to this page before me, the amount allocated to this particu- 
lar program. 

Colonel Crirz. Yes, sir. 

Mr. Passman. It is anticipated that on June 30, you will have in this 
particular account $14,100,000 in unobligated funds and $76 million in 
unexpended funds, making a total of $90,100,000 in unexpended and 
unobligated funds, which would indicate that you transferred from 
some other program to this program approximately $5,300,000. 

Why would you transfer funds from some other program to a pro- 
gram where it is anticipated you would have unobligated funds? 

Colonel Crrrz. For this reason: We do not permit our field agen- 
cies to start negotiations with a country for a project unless we have 
set the money aside for that particular project. 

Mr. Passman. When you set it up, would it not be in reservation ? 

Colonel Crrrz. No, sir. 

Mr. Passman. From what program did you transfer these funds? 

Colonel Crirz. Out of the total appropriations that you authorized 
us last year. 

Mr. Passman. It did not come from any particular program ? 

Colonel Crrtz. No, sir. 

Mr. Passman. You had to reduce some account to be able to have 
money to transfer to this account. 

Colonel Crrrz. That is correct. 

Mr. Passman. There is no way to tell from what account you trans- 
ferred it? 
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Colonel Crirz. We just cut the worldwide total. We did not just 
take it out of France or Japan, or anywhere. We just took it out of 
our total appropriation and made it available to this project. 

Mr. Chairman, before I leave this subject I would likee to point out 
that the difference, as you state, between the figure in the printed book 
and the figure in the table which we have given to you is brought 
about by an additional project which we have approved for negoti- 
ation since the printing of the book. 

Mr. Passman. Those contracts could be consummated or they could 
fall through ? 

Colonel Crrrz. That is correct. 


AMMUNITION FACILITIES 


Mr. Forp. What percentage of the program today involves am- 
munition facilities? 

Colonel Crirz. At the present time, Mr. Ford, I would say that 
about 70 percent is involved in ammunition facilities and the balance 
in other projects. 

Mr. Forp. Is it anticipated there will be a change in that ratio? 

Colonel Crrrz. Yes, we anticipate for the fiscal year 1957 it will 
reverse considerably and will be primarily other projects and ammuni- 
tion will go down. 

Mr. Forp. Do you have-any idea how much is included in the over- 
all program of military assistance for our expenditures for ammuni- 
tion ? 

Colonel Crirz. For fiscal year 1957, sir? 

Mr. Forp. 1957. 

Colonel Crirz. For the fiscal year 1957 it is approximately $385 
million. 

Mr. Forpv. And we are paying that entire bill ? 

Colonel Crirz. The $385 million we are, sir. 

Mr. Forp. When this specific program of foreign military facilities 
is completed, or well on its way—in the ammunition category—will 
that have any impact on our ammunition supplies under the military 
assistance program generally ? 

Colonel Crrrz. It will, particularly in the European area. As of 
the moment it will not have a great deal of effect in the other areas 
because they do not have much of an ammunition capacity. 

Mr. Forp. We have heard from time to time that the ammunition 
supply picture in Europe is not what our military leaders would pre- 
fer, although in many instances it is good. I know that has caused 
some concern to our own supply people who are fearful in the event 
of an outbreak of war our mobilization reserves will be called upon 
by our allies which would make it difficult for our own forces. It 
seems to me this program will help to work us out of that situation. 

Colonel Crrrz. It will. It will assist us in that respect. 

Mr. Forp. What concerns me is that you are changing the emphasis 
onthe program. You say that 70 percent of the program of today has 
been for ammunition facilities and in the years ahead you are going 
to change that percentage. I do not think that you are going to solve 
that problem so quickly. 

Colonel Crrrz. Bear in mind, Mr. Ford, the great unexpended bal- 
ance is just the plants that we have already put our moneys into and 
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have not yet started to produce. The capacity is going to be there as 
soon as they are completed, and they will be a big asset to the ammuni- 
tion building capacity of Europe. 

May I ask Dr. Bennett to say something additional about that? 

( Discussion off the record.) 

Mr. Forpv. When the facilities are completed in the case of am- 
munition, is it contemplated they will take over the cost of producing 
the ammunition, or will we work out an offshore procurement program ? 

Colonel Crrrz. It will be a combination. I was going to mention 
that a little later if you had any questions. At the present time our 
offshore procurement contracts are being placed with countries on a 
mutual basis. By that I mean we place one and they place one. That 
was our policy in the fiscal year 1956. In the fiscal year 1957 we an- 
ticipate placing those contracts 

( Discussion off the record.) 

Mr. Forp. When these facilities are completed for ammunition, 
under our proposed procurement program, the total cost to us would 
be about what—based on what you have in mind ? 

Colonel Crrrz. Of that $385 million which we anticipate, as our re- 
quirements for the fiscal year 1957, somewhere between 50 to 75 mil- 
lion dollars will be produced offshore and the balance will be from the 
United States. 

Mr. Forp. These facilities that are contemplated in this program 
will be for both offshore and other construction ? 

Colonel Crrrz. That is correct. 

Mr. Passman. The committee will recess until 1:30 o’clock. 


Summary oF Drosrications, ICA 


Mr. Passman. The committee will come to order. 

Without objection this chart, captioned “International Cooperation 
Administration, summary of deobligations of fiscal year 1955 and 
prior year appropriations, July 1 1955 through March 31 1956” which 
has been furnished pursuant to our request will be placed in the rec- 
ord. 

(The chart referred to is as follows :) 
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TRAINING PrRoGRAM 


Mr. Passman. We will consider the training program, page 201, 
volume IV. 

You are requesting $102.6 million for fiscal 1957. You had for this 
program $86.8 million for fiscal 1956. Again, there is a very substan- 
tial increase for fiscal 1957 over fiscal 1956. Colonel, would you ex- 
plain the reason for and the need for this substantial increase for fiscal 
1957 over fiscal 1956 ? 

Colonel Crirz. Mr. Chairman, the training program itself is broken 
out by country throughout the programs we have been considering 
during the past few days. It is broken out not only by country but by 
area costs which are on a noncountry basis, such as training teams, 
specialists, and so forth, that travel from country to country. This is 
really a consolidation of what you have already seen in the country 
programs. 

UNOBLIGATED AND UNEXPENDED BALANCES 


Mr. PassmMan. Do you anticipate any unobligated balance in this 
account as of June 30, 1956? 

Colonel Crrrz. Mr. Chairman, the unobligated balances in this pro- 
gram will be in the country programs. 

Mr. PassmMan. You have been able to give it to us by program, how- 
ever, have you not ? 

Colonel Crirz. Yes; but I wanted to point out it was in those coun- 
try program also. We anticipate that, of the total, $5 million will not 
be obligated and will be returned to the Treasury. 

Mr. Passman. In other words, in this particular program you an- 
ticipate there will be $5 million which was appropriated for fiscal 1956 
that you will not need and will be returned to the Treasury ? 

Colonel Crirz. That is correct, Mr. Chairman. 

Mr. PassMan. What do you anticipate as the unexpended balance 
in this account as of June 30, 1956? 

Mr. Suaw. $59 million. 

Mr. PassmMan. But obligated ? 

Mr. Suaw. Yes. 

Mr. Passman. Obligated but not expended ? 

Mr. Suaw. Yes. 

Mr. PassmMan. What amount did you obligate during fiscal 1956? 

Colonel Crrrz. $67.8 million, sir. 

Mr. Wiceteswortu. Off the record. 

(Discussion off the record.) 

Mr. WieeieswortH. On the record, how much have you used over- 
all for training for fiscal 1956 ? 

Colonel Critz. Obligations are $67.8 million sir. 

Mr. WiaeteswortH. And what is the comparable 1957 figure? 

Colonel Crirz. Our estimated 1957 obligations are $102.6 million. 

Mr. WiceieswortnH. Off the record. 

(Discussion off the record. ) 

Mr. Wiac6iteswortH. Does that mean you have $19 million un- 
obligated ? 

Colonel Crirz. $5 million unobligated, sir. 

Mr. Suaw. Which is being returned to the Treasury. 
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Mr. Wicecirswortn. You had $86.8 million for fiscal 1956 and you 

said you had obligated $67.8 million. 

Colonel Crrrz. Since we printed the book our program was reduced 
to $72.8 million. 

Mr. Wiecieswortn. You had $86.8 million, did you not ? 

Colonel Crirz. Yes, sir. 

Mr. WicciteswortH. What did you do with the difference of $14 
million ? 

Colonel Crirz. We used it for other programs. 

Mr. WiccLeswortu. For reprograming ? 

Colonel Crirz. Yes, sir. 

Mr. Wiccteswortn. What did you reprogram it for ? 

Colonel Crrrz. For other military assistance programs. 

Mr. Wicciesworru. You resorted to the transferability clause ? 

Mr. Suaw. No, sir, no transfer was involved in this program, Ex- 
cept for infrastructure, what you appropr' iate is for our other military 
assistance activities, and we feel there is no legal requirement for 
us to restrict any category to the figure was discussed during the 
presentation. As a matter of fact, last year we did not go into detail 
with respect to the program category. 

Mr. Wiccteswortn. Where did the $86.8 million come from ? 

Colonel Crrrz. In January that was our estimate of what we wanted 
in the program. 

Mr. Wiceteswortn. For training purposes? 

Colonel Crirz. For training purposes. 

Mr. WiceieswortH. Subsequently you decided you wanted to do 
something else more urgently and you took $14 million out of here 
and transferred it elsewhere ? 

Colonel Crrrz. Not more urgently. For example, the program is 

25,000 training spaces for fiscal year 1957. Any time a country fails 
to send a student to a particular course, we just drop that amount of 
money. We take a reading on our training program every month as 
to our rate of expenditure. 

Mr. Wicciesworrn. I do not want to take up too much time on this 
item, but it seems that you thought you were going to use $86.8 mil- 
lion, and it turned out you used only $67.8 million, so that your 
original guess was something like 30 percent too high ? 

Colonel Crrrz. That is right. 

Mr. Wiccreswortn. Now next year you think you will need $102.6 
oe and I am wondering how good that figure is. 

Colonel Crrrz. It is based on firm courses of instruction which we 
have programed, approximately 25,000 courses. Sometimes the coun- 
tries ask for more than we give them, but if they need all those courses 
we require that amount of money. This year there was about $5 
million we did not need at all, and we are returning it to the Treasury. 
We will do the same next year. 

Mr. Suaw. Mr. Wigglesworth, after we decide what a program is 
going to be we obtain money from the Bureau of the Budget on ap- 
portionment, then we allocate to the services, but only in the amount 
they can show us they require. This change means we allocated to 
the services less money than we programed, but within that money 
they find they cannot obligate or use $5 million this fiscal year. 

Mr. Wicateswortn. Off the record. 

( Discussion off the record.) 
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NUMBER OF TRAINEES 


Mr. Wicétesworru. I would appreciate it if you would place in the 
record at this point the approximate number of trainees that you con- 
template training with the request of $102.6 million for fiscal 1957. 

Colonel Crrrz. Yes, sir. 

(The following information was supplied later.) 


The total number will be 23,915. 


Colonel Crirrz. May I call your attention, just for information, to 
page 202, the listings of the programs and the training courses that we 
have had in the past programs, sir. 

Mr. Wiceteswortu. What do you foresee dollarwise as far as this 
program is concerned? Is it going to level off ? 


VALUE OF TRAINING PROGRAM 


Colonel Critz. Mr. Wigglesworth, I believe the training program is 
one of the most import: ant aspects of oe entire mutual security pro- 
gram. The reason I state that is, we teach the people our ways of 
warfare, and familiarize them with a proper maintenance and uti- 
lization of the equipment which we provide them. I think this pro- 
gram should go on even if there comes a time when we close out the 
furnishing of material, because of the relations it creates by reason of 
the visits of these students to the United States. It keeps them oriented 
in our own direction. 

[ believe it will level off pretty muc - to the figure we have for it this 
vear. Last year it was less. We have an additional country coming in 
in fiscal 1957 which is causing a ane increase. 

Mr. WiaetesworrnH. That is all, Mr. Chairman. 

Mr. Forp. Does this program share any of the administrative costs 
of the training programs? For example, the Army has certain special- 
ized training courses and provides facilities, equipment, instructors. 
Most of the students are from our own Army. Some come as a result 
of this program. Does this program bear a share of that administra- 
tive cost ? 

Colonel Crrtz. Only in part, and it is where the costs are directly 
attributable to these students. For example, many of these foreign 
students do not speak English well. Before they enter the school they 
attend a special English course set up for them. That is completely 
chargeable to this program. But as far as the overhead exnense of 
the schools, that is not, to my knowledge. 

Mr. Suaw. That is right as far as the schools are concerned. The 
operating costs charged to the program are relatively unimportant. 
However, we have major charges against the program funds for train- 
ing programs in Taiwan, for example, where there is a large number 
of American people training the Chinese soldiers. These are charged 
to the training program funds. 

Mr. Forp. But they are not an integral part of our training pro- 
gram ¢ 

Mr. Straw. No, they are not. 
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864 
PackING, CRATING, HANDLING, AND TRANSPORTATION 


Mr. Passman. The next item is on page 203 of volume IV, titled 
“Packing, crating, handling, and transportation.” 

For the 1956 program you allocated $121.2 million. For 1957 you 
are requesting $133.8 million; again, a very substantial increase over 
the 1956 program. 

Colonel Critz, would you explain the reason for the substantial in- 
crease in this account ? 

Colonel Crirz. Mr. Shaw will explain that. 

Mr. Suaw. Yes, sir. The actual program funded for P. C. H. and 
T. in fiscal 1956 was $110 million. 

Mr. Wieciesworru. Pardon me. I thought the total was $100 mil- 
lion ? 

Mr. Suaw. $110 million was the program. We expect to obligate 
against that $110 million in fiscal 1956, $100 million. We expect to 
have unobligated at the end of this year $10 million, and we expect to 
return that to the Treasury. 

Mr. Passman. $10 million ? 

Mr. Suaw. Yes. The story in this case is very similar to that which 
we have just discussed. The packing, crating, handling, and transpor- 
tation funds that are not used in any given year do not need to be 
carried over. The requirement for packing, crating, handling, and 
transportation is based on the volume of deliveries rather than the 
volume of new obligational authority. 

Mr. Passman. In other words, you estimated it would require $121.2 
million ? 

Mr. Suaw. Originally, yes. 

Mr. Passman. And you are only going to actually obligate $110 
million ¢ 

Mr. Suaw. We estimate we will only obligate $100 million. 

Mr. Passman. Then why do you need to carry over the $10 million ? 
Would there not be $21 million that could be returned to the Treasury 
rather than $10 million ? 

Mr.Suaw. No. The original estimate was the larger figure. We 
found as the year progressed that the deliveries were not keeping pace 
with our estimates. Consequently, we did not allocate to the services 
that larger amount, but we allocated $110 million, so that the program 
as funded was $110 million. The program as obligated was $100 mil- 
lion, which leaves us a surplus unobligated of $10 million which will be 
returned to the Treasury. It will not be used for any other purpose. 

Mr. Passman. According to the page I am referring to, you allo- 
cated to the program $121.2 million originally ? 

Mr. Suaw. Yes, sir. 

Mr. Passman. But this figure was modified subsequent to the print- 
ing of this page? 

Mr. Suaw. That is right. 

Mr. Passman. There, again, I am referring to one figure and you are 
referring to another. When you reduced it to $110 million, what did 
you do with the $11 million? Did you transfer it to another prorgam ¢ 

Mr. Suaw. Another part of the military assistance program was 
either given that money or the money is still in reservation in the 
Bureau of the Budget. We still have in reservation in the Bureau 
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of the Budget—I do not have the figure exactly—but a number of 
millions. 

Mr. Passman. Mr. Shaw, when you appeared before us last year 
what did you request for this particular account ? 

Mr. Suaw. $121 million. 

Mr. Passman. For this particular account you were given the funds 
you requested ¢ 

Mr. Suaw. Yes. 

Mr. Passman. Then you learned later you had $11.2 million more 
than you needed ? 

Mr. SHaw. Yes. 

Mr. Passman. At the time you intended that amount would be 
returned to the Treasury as unobligated funds ? 

Mr. Suaw. Yes. 

Mr. Passman. What will the total unexpended but obligated funds 
be at the end of this fiscal year ¢ 

Mr. Suaw. $23.1 million. 

Mr. Passman. Why are you asking for an increase for fiscal 1957, 
based on the experience you had in 1956? 

Mr. Suaw. That is exactly right, it is based on the experience we 
had in fiscal 1956. It is based on deliveries during the year in ques- 
tion. This year we are delivering $2.2 billion, and that will be just 
about the figure, and next year we hope to get as high as $2.9 billion. 
Consequently, we need in fiscal 1957 that much more than we had in 
fiscal 1956. 

Mr. Wiceteswortu. Have you not raised that $2.9 billion figure 
since you were here before ? 

a Suaw. No, sir. That is still our delivery estimate for fiscal 
1957. 

Mr. Passman. On the table forecasting your military expenditures 
you have a figure of $2.5 billion. 

Mr. Suaw. The $2.5 billion is the figure included in the President’s 
budget. In testimony by Mr. McGuire, he has told the committee 
that there is evidence now that our deliveries in 1957 will exceed the 
$2.5 billion by about $400 million, bringing it to $2.9 billion. 

Mr. Passman. Under the item of $133.8 million requested for fiscal 
1957, how did you arrive at the figure ? 

Mr. Suaw. That figure was based on the delivery estimate of $2.5 
billion at the time it was made. But, Mr. Chairman, the components 
of any year’s delivery determine what packing, crating, handling, and 
transportation costs will be involved. 

For packing, crating, and handling, the Army has found that a 
factor of 2 is about right. The Navy uses a factor of 3.5; and the 
Air Force, 3. 

For transportation, the Army percentage is 5.5; the Navy, 4; and 
the Air Force 5.6. 

So the makeup of deliveries in any one year also affects the packing, 
crating, handling, and transportation money requested. On the most 
recent information we have, we think this request of $133.8 million 
is as accurate as can be determined. 

Mr. Wiceteswortu. I do not care to linger over this, but it was my 
understanding that when Mr. McGuire testified he used the figure of 
$9.5 billion as the delivery estimate for fiscal 1957, and when I pointed 
out that mathematically that would justify a reduction in the request 
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of $133.8 million, he said that was true mathematically, but that the 
deliveries were going to be more complex and so on, and that therefore 
the increase was justified. Mr. Shaw uses the figure of $2.9 billion, 
which, of course, makes a substantial difference in the mathematics. 

Mr. Suaw. Mr. Wigglesworth, on the first day I appeared before this 
committee I distributed a set of fiscal tables. This | indicating] was 
one of the tables, and on the bottom of that page is the figure of $2.9 
billion, and during the session of the committee we did discuss the 
slippage in deliveries that had occurred in fiscal 1956 and stated that in 
our opinion it would be picked up in 1957 and that our value of de- 
liveries in 1957 would be $2.9 billion. 

Mr. WiceLeswortH. What makes you think you can deliver 33 per- 
cent more in fiscal 1957 than you delivered in fiscal 1956? 

Mr. Suaw. The rapid improvement in deliveries during the past 2 
or 3 months has indicated to us it is entirely possible for us to deliver 
$2.9 billion in 1957. 

Mr. WicGLteswortH. Would you be surprised when you come back 
here a year hence to find you had not delivered that $2.9 billion ? 

Mr. Suaw. We would. 

Mr. Wiceteswortn. That is all, Mr. 































Chairman. 








SPECIAL Progects 








Mr. PassMan. The next item is on page 195, volume IV, “Military 
assistance, special projects.” 

It would appear from the various pages that you programed for 
1956 a total of $151.562 million, and you are requesting $32.040 million 
for fiscal 1957. Is this a program that was supposed to have been 
completed last year ? 

Colonel Crrrz. No, sir. If agreeable with you, I would like to ex- 
plain this program by starting with the items in the left column. 

For the labor service program, our programs in 1956 and 1957 are 
the same, $1.4 million. 

Mr. Passman. That is true, Colonel. 

Colonel Crirz. Off the record. 

( Discussion off the record. ) 







UNOBLIGATED AND UNEXPENDED BALANCES 
Mr. F'assmMan. What do you anticipate will be the unobligated bal- 
ance for his particular program as of June 30 this year? 

Colonel Crirz. Zero, sir. 

Mr. PassMan. What will be the unexpended balance / 

Colonel Crrrz. Thesame. These are salaries. 

Mr. Passman. In other words, this particular account is current and 
you are operating on a month-to-month basis ? 

Colonel Crrrz. Yes, sir. 

Mr. PassMAn. We discussed other programs this morning that were 
not quite as current. 

Under the next item, “Activity 1290—D, country programs ( Army) ,” 
you had $3,900,000 for the fisc: al year 1956. You are requesting $20 
million for the fiscal year 1957, again a very substantial increase over 
the amount programed for last year. Please explain that. 

Colonel Crirz. Off the record. 

(Discussion off the record.) 
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Mr. Passman. How about the programs under development on the 
same page ? 

Colonel Crrrz. When we went to press with this book in January of 
this year, there was $146,352,000 for programs we did not have ap- 
proved at that time. So we entered those programs here. Since that 
time, the programs have been approved, have been funded, and are 
reflected in the figures which we have presented to you in our latest 
tables. That is why you see here some changes in these tables that 
were prepared as of last week as opposed to the book. 

Mr. Passman. Of the programs under the development program 
for 1956, do you anticipate any unobligated balances as of June 30% 

Colonel Crirz. If they are there, they are reflected in the unobli- 
gated balances in the table that we have prepared and presented. 

Mr. PassmMan. What is the anticipated unexpended balance in this 
fund ? 

Colonel Crirz. That would be shown in these tables [indicating]. 
They are spread among 40 different countries. 

Mr. PassMan, Some of this program is applied in different coun- 
tries ? 

Colonel Crirz. Yes, sir. They were under development at the time 
we went to press with the book and they have been approved since. 


SpeciAL Prosecrs AND MDAP Forces Srupy 


Mr. Passman. For the Special Projects and MDAP Forces Study 
you had zero in the 1956 program. You are asking for $11 million 
for the 1957 program. Will you discuss this? 

Colonel Crrrz. I will do so off the record. 

(Discussion off the record.) 

Mr. Passman. Under the final project on page 195, volume IV, Spe- 
cial Projects and MDAP Forces Study, $11 million, you explained 
to the satisfaction of the committee where you would use $5 million; 
but where will the $6 million be used ? 

Colonel Crirz. Off the record. 

( Discussion off the record.) 

Mr. Passman. And in the event that the program for the country 
just referred to off the record is not established, the $6 million will be 
on hand unobligated ? 

Colonel Crrrz. Depending upon appropriations; sir, yes. 

Mr. Passman. All this is dependent upon appropriations ? 

Colonel Crirz. Yes, sir. 


NONREGIONAL Programs, Minirary Assistance, ADMINISTRATION 


Mr. Passman. The next item appears on page 193, volume IV, 
“Administrative expenses for programs under title I, chapter 1, and 
section 124.” 

For the fiscal year 1956 you had programed $22,744,000, and for 
the fiscal year 1957 you are requesting $25 million, again a substantial 
increase over the amount you had last year. 

Will you explain the reason for the increase ? 
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BASIS FOR INCREASED REQUEST 


Mr. Suaw. This money is to pay for the added cost of operating the 
military-assistance program. The military appropriations carry the 
largest portion of the cost of administration. In some instances the 
program funds themselves—-training that we just mentioned—carry 
other costs that could fall in the general description of “administra- 
tive costs.” 

This fund will not pay for the pay and statutory allowances of mili- 
tary personnel in the field and in Washington. Neither will it pay 
for the medical expenses, including facilities of military personnel and 
their dependents. The service appropriations provide about one-half 
of the travel expenses incident to the changes of station of military 
personnel. The military appropriations pay for the operation and 
maintenance of facilities for personnel and for recreation and so 
down the line. 

I think the committee is familiar with the division of these total 
costs, and we think this estimate of $25 million for the fiscal year 
1957 will just about cover that portion whic h is assigned to the military 
assistance program appropriation. 

Mr. Passman. Do you anticipate any unobligated balances ? 

Mr. SHaw. We donot. 

Mr. Passman. What will the unexpended balances be as of June 
350, 1956? 

Mr. Suaw. $4,600,000. 

Mr. Passman. Would you furnish for the record a table giving the 
amount for this item from the date of its inception in 1950? 

Mr. Suaw. Yes. 

(The information requested is as follows :) 


















Administrative expense 


[In millions of dollars] 












Appropria- Expendi- 








tion limita- | Obligations! tures ! 
tions 
| | 
Fiscal year 1950 | (2) $3.7 | $2. 
Fiscal year 1951 a ; | (?) 22. 5 | 19. 6 
Fiscal year 1952 3 <a $75.0 | 37.0 37.3 
Fiscal year 1953 3__.___-- meld . 37.8 21.5 21.9 
Fiscal year 1954 3__- . i 57.5 18.6 18.3 
Fiscal year 1955. - Phaaee 23.3 21.4 20.0 
Fiscal year 1956 23. 3 22.7 22.3 
BR a hen en 147.4 141.7 










| Obligations and expenditures represent Department of Defense administrative expense and that portion 
of State Department associated with the support of the MAAG mission. 

2 Administrative exnense funds were not identified in the appropriation acts of fiscal year 1950-51. 

8 Appropriation limitations for fiscal years 1952-54 represent overall limitations under the mutual security 
appropriation acts and include all agencies. Obligations and expenditures for fiscal years 1952-54 include 
only Department of Defense and State. 











Mr. Passman. What consideration if any has been given to reduc- 
ing the size of the MAAGS in the areas in which they operate under 
this particular program ¢ 

Colonel Crrrz. As the occasion arises we are giving it full consid- 
eration. I can cite you one example. We are in the process at this 
time of reducing one of our MAAGS. 
(Discussion off the record.) 
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Mr. WicGLesworru. Looking at page 194, where the $25 million 
request is broken down, I see 3 headings, and I notice that you want 
$6,425,000 for departmental and field, an increase of $200,000; you 
want $13,775,000 compared with $11,820,000 for overseas and you 
want $4,800,000 compared with $4,700,000 for state support. 

The Department and field is wholly in this country, is it not ? 

Mr. Suaw. Yes. The Department includes the headquarters of the 
ISA and the sections of the Army, Navy, and Air Force working in 
Washington who are devoting their full time to this operation. The 
field includes the Air M: iteriel Command and Air Training Com- 
mand of the United States Air Force; that is to say, those people in 
those two commands who are working full time for military assist- 
ance, 


NUMBER OF PERSONNEL 


Mr. WiceLesworti. How many people have you in Washington 
now and how many people do you plan to have in 1957, and also give 
me the corresponding figures for the field ? 

Mr. SHaw. The total number of military personnel in depart- 
mental and field is 145 and 1,038 civiilans, of which 133 are military 
and 904 are civilian. 

Mr. Wieciesworti. Those are departmental ? 

Mr. Suaw. Departmental. That would leave a balance of 12 mili- 
tary in the United States field and 134 civilians. 

Mr. WicGiesworrH. Are those 1956 figures that you are giving me? 

Mr. Suaw. 1957. 

Mr. WiccLeswortn. What are the 1956 figures ? 

Mr. Suaw. The grand total military is 140, and the total civilian 
is 984. Departmental personnel, 128 are military and 852 are 
civilians. 

Mr. Wic6Lesworrn. What about your overseas? Is that the 
MAAGS? 

Mr. Suaw. Those are the MAAGS and the unified command. 

Mr. WiaeLeswortn. How many personnel do you have overseas in 
1957 and give the comparable figure for 1956? 

Mr. Suaw. The total overseas for 1957, military, 3, 106. Civilian, 
324. In this case, we have another category of “locals,” which means 
indigenous employees, 606. Those figures are for the fiscal year 1957. 

Comparable figures for 1956 are 2,233 military and 283 civilians 
and 329 locals. 

Mr. Wiceiesworru. What does State support mean ? 


REIMBURSEMENT TO STATE DEPARTMENT 


Mr. Suaw. State support represents the amount of funds that we 
reimburse the State Department for their services that they furnish 
the MAAGS in order that there may be no duplication. The State 
Department, by agreement with Defense, provides the office facilities 
and the utilities that are required by the MAAGS in the countries 
where there are American embassies, and we reimburse State for our 
share of the total cost of those stations. 

Mr. Wiceresworrn. You mean in addition to the support that is 
furnished the MAAGS from the Defense Department you have ad- 
ditional support furnished by the State Department ? 
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Mr. Suaw. There is never support from the two sources in the field ; 
it. is either one or the other. An example, sir, is Paris, In Paris the 
Embassy furnished all the facilities and communication, transporta- 
tion, office equipment, and supporting items of that kind and we reim- 
burse the State Department in accordance with a carefully worked out 
division of cost formula. 

Mr. WicGLeswortH. Give me the figures for the 2 years under that 
category. 

Mr. Suaw. The 1957 estimate of State support is $4,800,000 and the 
1956 figure is $4,700,000. 

Mr. Wiccieswortu. I want the personnel. Does that represent sal- 
aries ? 

Mr. Suaw. No, sir. The salaries are taken care of outside the State 
support. We pay the salaries, and the salaries are included in the 
other two items. 

Mr. WiacieswortH. The State support is for other services? 

Mr. Suaw. Yes—facilities, space, heat, light, power, communica- 
tions and things of that sort. 

Mr. WieeteswortH. Frankly, I had hoped we were going to see some 
diminution in personnel, both civil and military, but apparently there 
is an Increase all along the line. 

I have a question which I have been asked to ask you, Mr Shaw, by 
another member of the committee. It may have already been an- 
swered. His question is this: Is not this the way in which this appro- 
priation for military purposes operates? Mutual security makes a 
reservation of the amount required to pay for certain military muni- 
tions, ammunition, airplanes, equipment, and so forth. The military 
contract for this with their own funds and these funds are used to pay. 
Then the funds reserved are used to pay the military for the order. 

When you correct your remarks perhaps you can insert an answer 
to that. 

Mr. PassMAn. I would like to have a reply to it now. 

Mr. Suaw. I can give it very briefly, I think. We fund our pro- 
grams in two ways. We have the direct citation process which means 
that we allocate funds to the military departments and they cite those 
funds directly as they contract for the supplies we order. That is 
called direct assistance, or direct obligation. 

Then we also have the reservation process which was authorized by 
section 108 of Public Law 208, which provides that we will order the 
material, the common items we require, from the military depart- 
ments and will at the same time say to them that there is established 
in reservation an amount of money equal to the value of the material 
we are ordering. When you deliver, but not until you deliver, that 
reservation amount may be transferred to your appropriations to re- 
imburse you for the expenditures that you have made. So the sense 
of that letter is correct—the services do use their own obligations, reim- 
bursed by further apportionments by the Bureau of the Budget in an- 
ticipation of the reimbursement from the military assistance fund. 

Mr. WiccteswortH. As I understand it, the Defense Department is 
authorized to incur obligations against what you might call I O U’s 
from MDAP? 

Mr. Suaw. That is right, and we may not withdraw that reservation 
until the obligation is liquidated. 
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Mr. Forp. May I ask a further question in reference to that? You 
indicated that you use the reservation method primarily for common 
use items. 

Mr. Suaw. Yes. 

Mr. For. Is it not true to state in the case of the Army that most 
common use items are under the stock fund program ? 

Mr. Suaw. No, sir; that is not correct. 1 think that there is a 
misunderstanding. A common-use item is defined by us—and this 1s 
included in our fiscal regulations—as “any item of military equip- 
ment which is used both by the United States military forces and the 
military forces abroad,” so it includes aircraft and tanks as well as the 
minor spare parts which are handled by the stock fund account. 

Mr. Forp. The definition of common-use items in this case is dif- 
ferent from the definition of common-use items in the Army itself 

Mr. Suaw. That is right. 

Mr. Forp. In other words, you would use the reservation method 
on this program for the Army procurement and production account, 
which is obligational authority, as well as stock funds? 

Mr. Suaw. That is right. 

Mr. Forp. With reference to this particular program, administra- 
tion, who pays the cost of sending some of our MAAG personnel— 
I believe a substantial portion of them—to preduty training courses ¢ 

Mr. SHaw. The military departments. 

Mr. Forp. In other words, if Major X is going to a certain country 
where he should have language training, the military department it- 
self pays for his training ? 

Mr. Suaw. Yes. 

Mr. Forp. Why is not that a charge against this program ? 

Mr. Suaw. There are many inequities in this. It is too bad we can- 
not bring the performance type budget concept into play in connec- 
tion with this program. The services are paying entirely too much 
money. For instance, the pay and allowances of men assigned to 
MAAG’s for 2 or 3 years is paid from their appropriation. 

Mr. Forp. I would agree with you that that particular item, pay 
and allowances for military personnel, should be paid for out of this 
program. 

Mr. Suaw. Other Members of Congress have felt the same way, and 
Mr. MeNeil, the Comptroller of the Department of Defense, is now 
conducting a study of the whole matter of the possibility of assigning 
to an activity the total cost of the activity in order that the appro- 
priations of the services will reflect only what it costs to keep the mili- 
tary service doing the things which the Congress has authorized it 
to do. 

Mr. Forp. Using the illustration that we have, it certainly seems 
to be an unfair thing to our military budgets to handle it the way 
we are. 

Mr. Snaw. We think it is unfair, but it is a pretty difficult thing 
to draw the line of demarcation between the two responsibilities. 

Mr. Forp. Just in this case, the pay and allowances for the military 
personnel have amounted to about 3.000 people in the fiscal year 1957. 
If that were charged against the MDAP program it would probably 
be $10,000 per man times 3,000. That would be about $30 million. I 

certainly hope such a change can be made because it is not equitable 
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as far as the military departments are concerned to have to bear that 
burden for this program. 
Mr. Suaw. That is right. 


OrrsHORE ProcurEMENT PROGRAM 


Mr. Passman. I believe that you were going to make a general state- 
ment on offshore procurement. 

Colonel Crrrz. I would like to insert in the record this statement 
which gives you a brief summary. 

(The statement referred to is as follows :) 


OFFSHORE PROCUREMENT PROGRAM 


Mr. Chairman and members of the committee, there are three sources of 
supply for items included in the approved mutual defense assistance materiel 
program. Some of the items can be furnished from supplies on hand in the 
Army, Navy, or Air Force. Many of them come from new production in the 
United States. The third source is “offshore procurement,” a term used to de- 
scribe purchase by the United States of military equipment and supplies from 
sources outside the United States for delivery to other friendly countries as part 
of the multual defense assistance program. This type of procurement was first 
undertaken in a relatively small way in connection with aid to Greece in 1947 
because the United Kingdom was then the only source of supply for replacements, 
spare parts, and ammunition for the British types of military materiel with which 
the Greek armed forces were equipped. If this equipment had not been procured 
offshore in the United Kingdom, it would have been necessary to completely 
reequip the Greek armed forces with United States type equipment, an extremely 
costly undertaking. 

When the mutual defense assistance program was initiated in 1949, it was 
planned to supply United States types of equipment to our allies, mainly from 
existing United States stocks. It was also planned that any new procurement 
would, in part, be delivered to United States forces to replace stock items pre- 
viously shipped to our allies. At that time, this seemed to be the most expeditious 
way of getting weapons into the hands of allied soldiers, and thereby strengthen- 
ing the overall capability of the free world to resist aggression. The attack in 
Korea, however, upset these plans: and the stocks of military equipment and 
ammunition which had been programed for delivery under the mutual defense 
assistance program were necessarily diverted to meet the urgent requirements of 
the Korean war. It was therefore essential that the program be altered to pro- 
vide MDAP equipment from new production, and it was immediately apparent 
that the United States taxpayer could be afforded some relief from the continuing 
and unending expense of maintaining United States equipment in the hands of 
our allies, and providing replacements and spare parts therefor, if arrangements 
could be made whereby our allies could obtain maintenance, replacements, and 
ammunition from their own sources and with their own currency. 

Even more impelling than this basic economic justification for the offshore 
procurement program are the logistic and strategic considerations. From the 
military point of view, it is considered essential, in case of war, that the maxi- 
mum capability to produce replacements, spare parts, and ammunition be avail- 
able from sources as close as possible to the actual fighting, and not be subject 
to the hazards and delays of a long and precarious pipeline from the United 
States. 

It was in the light of these basic considerations of economic, logistic, and 
strategic advantages, that the offshore procurement program was initiated. As 
set forth in a Department of Defense directive dated August 17, 1951, the four 
basic criteria which have always governed, and continue to govern, the place- 
ment of offshore procurement contracts are that such procurement will not 
result in one or more of the following: 

1. Unjustifiable cost in comparison with procurement in the United States. 
2. Militarily unacceptable days in delivery. 
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3. Serious adverse effects upon the United States economy, employment 
or industrial mobilization base. 
4. Threat to the security interests of the United States. 

The first MDAP offshore procurement orders were placed in fiscal year 1952. 
By the end of fiscal year 1955, a total of $2.8 billion of contracts had been let 
with foreign manufacturers. Of this amount, $2.7 billion was contracted for in 
European countries, and the balance of $120 million was contracted for in the 
Far East. As of December 31, 1955, 60 percent of the materiel being procured 
offshore had been delivered ($1.7 billion), leaving a backlog of over $1 billion 
to be delivered. 

Ammunition has been the largest single category of materiel procured offshore, 
with total contracts amounting to over $1 billion. Aircraft and aircraft com- 
ponents and spare parts form the second largest category, totaling $465 million. 
Ships and ship components, valued at $310 million, have been the third most 
important category. Other items which have been purchased offshore include 
electronics, tanks, and artillery. 

More than half the United States offshore orders were contracted for in 
fiscal year 1953 ($1.6 billion), after indigenously financed orders had been 
placed by the other NATO countries for materiel required for the NATO forces 
buildup. Therefore, at that time, much of the munitions production capacity 
in Europe was already being utilized. When the large United States orders were 
superimposed upon those already placed by the European countries, proposed 
delivery schedules could be met only by improving production techniques and 
developing additional production capacity. Our offshore procurement orders 
thus resulted in both increased use of existing capacity and in considerable 
expansion of production facilities. It is estimated, for example, that European 
capacity for the production of ammunition doubled between 1950 and 1955. 

This improvement, which is of such tremendous strategie and logistic impor- 
tance to the defense posture of the free world must be attributed to the impact of 
the procurement offshore of a billion dollars worth of ammunition and large 
expenditures by European countries for ammunition. Upon completion of fa- 
cilities assistance projects now underway, Europe’s capabilities to produce pro- 
pellants and explosives will be further increased. 

Offshore procurement contracts have been placed through negotiation. In 
most cases there was competitive bidding, with invitations to hid extended to 
specific or a limited group of countries or firms. It might be said that the con- 
tracts have been placed under competitive negotiation. 

In all negotiated contracts, price quotations supported by statements and 
analyses of estimated cost are solicited from as many qualified sources as are 
deemed necessary by the contracting officer to assure full and free competition 
consistent with the objectives of the program. All negotiated offshore procure- 
ment contracts are let in accordance with applicable laws, the armed services 
procurement regulations, bilateral agreements with foreign countries (which 
contain “no profits” and tax exemption clauses), and with principles established 
by the General Accounting Office. 

Since the offshore procurement program was started, the United States has 
procured offshore approximately $1 billion worth of ammunition. The defense 
budgets of our NATO allies have financed approximately $1.6 billion worth of 
ammunition. During fiscal year 1956, the United States expects to contract 
offshore for not over $31 million of ammunition. 

In fiscal year 1956, the Department of Defense is making a special effort, in 
placing contracts for the relatively small ammunition requirements to be pro- 
cured offshore (approximately $31 million, referred to above), to direct the 
orders into those plants most in need of business if their production capability is 
to be preserved. In order to point the way for European countries in assuming 
the burden of maintaining the defense production base, United States contracts 
for most of the ammunition being contracted for this year will be placed (1) for 
only 1 year; and (2) in a given country only if that country will agree to place 
orders of comparable magnitude. In future years, if a follow-on contract is 
awarded, the United States share will be reduced and host countries will be 
expected to assume an appreciably larger part of the burden of maintaining the 
facilities. By this progressive withdrawal of United States support, we plan 
that the burden of maintaining these plants will be transferred to the foreign 
countries, as a national responsibility. 

Ammunition requirements shown in the fiscal year 1957 program before you 
total $383 million. It is estimated that from $50 to $75 million will be procured 
offshore, using the “matching principle” referred to above. The balance will 
come from available United States stocks or production sources. 
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The volume of offshore procurement orders is declining. This is due in part 
to the changed nature of requirements, and in part to our continuing efforts to 
transfer to our partners responsibility for their own defense production. How- 
ever, the strategic and logistical advantages of a defense production base close 
to the theater of operations-are still impelling. Offshore procurement orders are 
one of the means which we will continue to use to assist our allies in meeting 
their requirements for critical materiel and in maintaining the European defense 
production base which is so essential to the security of the United States. 

In fiscal year 1957, in addition to the 50 to 75 million dollars of ammunition 
referred to above, OSP will be considered for tanks, ship modernization and other 
items. It is impossible at this time to estimate the total OSP because this is 
dependent on the United States stock position and other factors not now known 
but it is roughly estimated that if the Congress approves funds for the $3 billion 
program recommended by the President, OSP orders may amount to as much as 
$200 million. 

I have made available to the committee staff a table on MDAP offshore pro- 
eurement obligations and expenditures. This table is classified. However, those 
portions of it which relate to contracts placed and actual expenditures are un- 
classified and may be extracted for the public record if you so desire. 

Colonel Crirz. Offshore procurement since the beginning of this 
security program has totaled about $2.8 billion. Of this amount, $2.7 
billion has been placed in Europe and the remaining $120 million ap- 
proximately, in the Far East. 

As of December 31, 60 percent of this material which we have been 
procuring offshore, or about $1.7 billion, has been delivered. That 
leaves us roughly a little over $1 billion undelivered. 

The major portions of this offshore procurement have been in the 
fields of ammunition, about $1 billion, aircraft, aircraft components 
and spare parts, about $465 million, and thirdly, ships and ship com- 
ponents, about $310 million, and the balance is in other minor cate- 
gories. 

The largest offshore program since the beginning was let in the fiscal 
year 1953. Since that time the program has been reducing. Our total 
maximum anticipated offshore procurement expenditures for the fiscal 
year 1957 will approximate $200 million. 

I have a table with me which is unclassified down through present 
expenditures which I can also include in the record if the committee so 
desires. It gives our actual contracts by countries, expenditures 
against them, and so forth. 

Mr. Passman. It will take us through what period ? 

Colonel Crrrz. About where I have the line here. 

Mr. Passman. June 1956? 

Colonel Crirz. No, above that. Where it says “actual.” 

Mr. Passman. You will take us through “actual” ? 

Colonel Crrrz. Yes, sir. 

Mr. Passman. It will be inserted in the record at this point. 

(The table referred to is as follows :) 
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Mr. WicGreswortH. You have told us that you contemplate an 
offshore procurement program not to exceed $200 million in the fiscal 
year 1957? 

Colonel Crrrz. That is correct. 

Mr. WiccLeswortH. | just want to express the hope that in working 
out that program great care will be exercised, as in the past year or two, 
not to procure offshore m: ijor items which can be provided by indus- 
tries at home which are in bad shape. 

Colonel Crirz. We will do so. 

Mr. Suaw. Mr. Chairman, before we leave the committee, I would 
like to call attention to the request that we are making again this 
year for no-year funds. We believe after the experience we have had 
that the program would operate more efficiently and with less difficulty 
and less expense, if we had the benefit of fund availability until ex- 
pended. Naval shipbuilding is a perfect example of where it is most 
difficult for us to program and complete the construction of ships that 
are ordered to be built in the United States yards with 1-year money. 
We are dealing with the service appropriation, the procurement ap- 
propriation, which has no- year money, and it makes it almost impos- 
sible for us to accomplish the desired results economically and rapidly 
with a limitation of the 1-year funds. 

Mr. Wiceieswortu. To what extent does that observation go? 

Mr. Suaw. I am not quite sure that I understand. We should have 
all our money available until expended. We do not need administra- 
tion, we do not need infrastructure if the committee does not want 
us to have it, but when it comes to the procurement money, the money 
that we need for the procurement of supplies, it would enhance our 
operations immeasurably. 

Mr. WiceiteswortH. When you say “all” you are speaking only of 
the military ? 

Mr. Suaw. Only the military assistance. I am only qualified to 
speak for the military assistance. 

Mr. Forp. If you had that authority would you need the reservation 
authority given in section 108? 

Mr. Suaw. Yes, because that serves a different purpose, Mr. Ford. 
The advantage of this would be that we could carry on our program, 
our negotiations for these contracts which we could not complete until 
other nations had done their share of the preliminaries. As it is 
now, we go up to a peak and then we drop down and we start all 
over again, and it seems to me we waste so much effort on the part 
of Ameri icans and on the part of the representatives of foreign g gOv- 
ernments with whom we deal. It is just unnecessary and in my 
opinion the Congress has every bit as much control of no-year money 
programs as they do have of i-year money programs. 

Mr. Lanuam. With regard tc the armed services, I believe that it 
is usually written into the appropriation that the money is available 
until expended. That is the same thing you are asking for? 

M.. Suaw. Yes, and it is in both the House and Senate authoriza- 
tions. The authority for the no-year fund is there. 

Mr. Forp. Is this the first time that you have asked for it? 


Mr. Suaw. No. The Appropriations Committee decided not to give 
it to us last year. 
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Mr. Forp. It is not quite accurate to say that all the militiary de- 
partment appropriation bills in all instances have no-year funds. 
Mr. Suaw. I meant to say the procurement appropriations. 


WEDNESDAY, JUNE 20, 1956. 
ADMINISTRATIVE EXPENSES 
WITNESSES 


INTERNATIONAL COOPERATION ADMINISTRATION 


WALTER K. SCOTT, DEPUTY DIRECTOR FOR MANAGEMENT 

JOHN E. MURPHY, CONTROLLER 

JOHN E. DeWILDE, CHIEF, ADMINISTRATIVE BUDGET BRANCH, 
BUDGET DIVISION 

ROBER I. BIREN, DIRECTOR, OFFICE OF ORGANIZATION AND 
METHODS 


DEPARTMENT OF STATE 


DONALD G. SCHULER, DEPUTY DIRECTOR, OFFICE OF BUDGET 

FREDERICK IRVING, ASSISTANT EXECUTIVE DIRECTOR FOR BU- 
REAU OF EUROPEAN AFFAIRS 

LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM DIVISION, 
BUREAU OF SECURITY AND CONSULAR AFFAIRS 


Mr. PassmMan. We will now consider administrative expenses for 
the mutual security program for fiscal 1957. 

It would appear that this item is running true to form. You are 
requesting more funds for fiscal 1957 than you had for fiscal 1956. 
Mr. Murphy, do you have a statement you would like to make? 


STATEMENT OF CONTROLLER OF THE INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Mureny. Yes, Mr. Chairman, a few general remarks to set the 
scene on this item. 

First of all, this covers only administrative expenses associated with 
the nonmilitary program. 

As you will see from the table on page 1 of our separate justifica- 
tion book, it is true that our request for administrative expenses under 
the mutual security program for the International Cooperation Ad- 
ministration and the Department of State for fiscal 1957 is in excess of 
our estimated obligations during fiscal 1956. 

Our request for fiscal 1957 is $35.250 million, compared to estimated 
obligations during fiscal 1956 of $34.145 million, or a net increase of 
$1.105 million. 

I would like to make a remark first about the comparison between 
the 1956 and 1955 columns. You will note the obligations in 1955 
are shown as $32.407 million as compared to the 1956 obligations of 
$34.145 million. These figures are not exactly comparable for the 
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reason the 1955 program only bore the cost of the increased pay act 
for the last 3 months of the year. If we were to add to the 1955 
column the comparable cost for the first 9 months of 1955, we would 

ave to increase that item by $1 million, so that the costs would be only 
$700,000 more for 1956 than for 1955. 

Now as to the availability of funds shown in the 1956 column. The 
appropriation made by this committee and the Congress last year was 
$33.5 million, On the basis on which the request was made to the Con- 
gress, we were specifically directed not to include in our request any 
of the cost of the pay legislation which was then Pending in the Con- 
stress and which was subsequently enacted, Therefore, having re- 
ceived an appropriation request which did not include those items, we 
were faced with the necessity of financing them, and we resorted to 
the use of section 501 of the Mutual Security Act, to make a transfer 
of funds under that section, 

The transfer, as you wil] See in the second item for 1956, was esti- 
mated at $1.450 million. This would have been the cost of the budget 
which we submitted and which you approved had we carried it out 
in full during 1956. We went to the Bureau of the Budget and justi- 
fied this amount for increased pay cost, and the Bureay of the Budget 
“pproved $1.450 million for transfer, and further apportioned jt 

or obligation during 1956. We earmarked the money in the “Defense 
Support,” Asia account, deferring any actual transfer until it was 
certain how much would have to be transferred. 
¢ now appears that instead of $1,450 million for this fiscal year, 
we will need only about one-half of that amount, or $750,000, and it 
is for that reason you see the figure of $700,000 Savings which is de- 
ducted from the total availability on which our financial plan for the 
fiscal year was based. This amount of money will not, therefore, be 
transferred to this account. It will be unobligated on June 30, 1956. 

Mr. Passman, [sj ta part of the general unobligated funds referred 
to in the mutual] security program ? 

Mr. Murpuy. res, sir. But it will appear in the account “Defense 
Support, Asia,” because that is where the money has been ; that is where 
it was earmarked. So this $700,000, even though it has been labeled 
for administrative cost, will actually appear in the “Defense support, 
Asia” account. 

I would like to mention one other item, before we discuss the ICA 
and State Department portions of the estimate. 

here is another item right under that shown as a deduct, a com- 
parative transfer, of $105,000, which in fiscal year 1955, you will note, 
was $88,000. This represents certain costs associated with U, N. 


At the bottom of the table on page 1 you will notice the ICA esti. 
mate for fiscal 1957 is $1.350 million higher than the estimated obliga- 
tions during fiscal 1956. This is divided, $400,000 in Washington and 
$950,000 Overseas. 
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The State Department estimate is $5.8 million for 1957 as compared 
to $6.045 million for 1956, a net reduction of slightly under a quarter 
million dollars. The increase in ICA minus the decrease in State 
leaves the total we are requesting of $35.250 million. 

The oe is divided into three sections. Section II is ICA 
and will be justified by Mr. Scott. Section III is State and will be 
justified by Mr. Schuler. 


SUMMARY OF OBLIGATIONS 


Mr. PassmMAN. We will insert in the record at this point pages 1 
and 4 through 9. 
(The material referred to is as follows :) 


MutTvaL Security PROGRAM 


Reconciliation to statutory annual limitations and summary of obligations by agency 


[Dollars in thousands] 


| 1955 actual | 1956 estimate | 1957 estimate 


RECONCILIATION TO STATUTORY ANNUAL LIMITATIONS j 





pa ES ne 32, 500. 0 33, 500. 0 35, 250. 0 
Add transfer for Federal Employees Salary Increase Act | 
of 1955: 
Korea program, executive, 1955 ia cok iieeains ithe aes | I Se... Ta ash 
Defense support, Asia, executive, 1956. --..........-- Dee aaa oe 450. 0 ~ 
eieieemennee f0 fs PRO ee inn oa 32, 693.8 | 34, 950.0 | 35, 250. 0 
ING NID bide red ocho os nnn = as tehie sera esos uk 198. 0 SR Divahn icethiane 
Deduct comparative transfer to technical cooperation, | | 
II Un cae a 88. 0 105.0 | ee 
Total direct obligations reflected these estimates. ._.____| 32,407.8| 34,1 146. 0 | 35, 250.0 





SUMMARY OF OBLIGATIONS BY AGENCY | 


International Cc ee 3 Administration: 























Departmental. ___. hag eR RN i abe 12, 651.8 | 13, 100.0 | 13, 500. 0 
i Se Re ns beiaadad ans oth eenddeadensth tad 13, 829. 3 15, 000. 0 15, 950. 0 
er esr Son naw) ees oe eed | 26, 481.1 | _ 2%, 100. 0 o| 29, 450.0 
Department of State: rear ng hr Bie pany --Be * 
ERODORTIMOMIGAL. << nnncanccconas ota as SR saidaaandisinale 1, 603. 9 1, 668. 4 1, 605. 4 

Re  Riatniiettncensiandinicig teem eutiti asa ae aerke ain acid | 4, 322.8 | , 376. 6 | 4, 194. 6 
II oe doicenn inl saeentoeiianesenwes Beas 5, 926.7 | 6, 045.0 | 5, 800. 0 
Total direct obligations reflected these estimates... ___- | 32, 407.8 34, 145.0 i. "35, 250. 0 





Mutua Security Procram 
Comparative summary of obligations by object class—All agencies, departmental 
and overseas 


Actual 1955, total | Estimate 1956, total | Estimate 1957, total 





Description 
Yum- | Amount 


| Num- | 
ber 


Num- Amount | 
ber | ber 


Permanent positions__---..-.--- 2, 740.0 |$18, : 242, 417 lo, 699.0 |$19, 234, 071 lo 
Deduct lapse_-- -- 317. 5 | | 2,497,340 | 323.8 | 2, 402, 853 | 
Add net increase due to ch: unges in 

pay scales for part of year._......_-_! 324, 890 |___- 


| 
Amount | } 

| 

| 


$18, 814, 747 
1, 542, 831 


2, 646. 0 
205. 6 


Net permanent positions__._. |2, 375. 2 | 16, 331, 218 | (2, 440.4 | 17, 271, 916 


Average permanent local personnel not 
included above. --- 

Average part-time and ——e ary per- 
sonnel a ; 


Average employment, all civilian | 
personnel _ __-- ann 
Regular pay in excess of 52-w reek base- “ 
Payment above basic rates, civilian per- | 
sonnel: 
Living and quarters allowance 
Overtime and holiday pay- nihimninmumaniinaie 
Night work differentia b 
Additional pay for services abroad 
Payment to other agencies for reimburs- 
able details : eee 


3, 767. 6 


Total personal services obligations. 


j 
14. 5 | 


! i 16, 069, 967 
| 


2, 032, 594 


386, 780 


18, 489, 341 |3 77 


61, 378 


1, 260, 671 | 
265,075 |_....__. 


60, 695 
460, 160 


146, 989 
|. 20, 74, 300 | 


DIRECT OBLIGATIONS 


Personal services_--- ----- 
Travel__ a 
T ransportation of things___-- 
Communication services 
Rents and utility services_-_-- 
Printing and reproduction -- --- 
Other contractual services . 
Services performed by other agencies_| - 
Supplies and materials__-- ; 
Equipment. .-- 
Lands and structures__- 
Grants, subsidies and contributions. _. 
Pensions, annuities and insurance 
claims 
Awards and indemnities 
Taxes and assessments-- 
Tnvouchered _ - 


Total direct obligations -_-~-_--- 


OUT OF REIM- | 
NON-FEDERAL 


OBLIGATIONS PAYABLE 
BURSEMENTS FROM 
SOURCES 


07 Other contractual services 
et Ne ooo mimeciee 


Total obligations payable out of 
reimbursements from non-Federal | 
sources 


OF REIM- | 


OBLIGATIONS PAYABLE OUT | 


BURSEMENTS FROM OTHER ACCOUNTS 
07 Other contractual services 
Total obligations payable out of | 


reimbursements from other ac- | 
EE ee ee 


20, 744, 309 | 
2, 712, 538 | 


1, 015, 208 
771, 717 
1, 265, 945 


521,692 |_______- 
1,001,083 |... __- 


2, 882, 346 
639, 398 
606, 544 
134, 079 


6, 550 | 


"26, 098 |__ 
48, 966 | 


31, 323 





22, 407, 796 


11, 369.0 | 





2, 101, 580 1, 640.0 


| 
219, 700 | 


| | 
19, 152, 498 |4, 112. 8 


1, 343, 587 |_.... 


275, 651 | - 
12, 300 | 
688, 872 | - 


160, 200 


‘21, 692, 338 Ia, 4, 140, 9 


21, 692, 338 
2, 827, 669 | 


1, 090, 552 
3, 252, 000 | 
698, 279 
648, 659 
17, 600 

5, 807 





15, 500° 
53, 222 | 
7,000 


——| 


2, 400, 280 
230, 500 


19, 902, 696 


1, 415, 038 
260, 767 
12, 300 
824, 411 


281, 300 


22, 696, 512 





22, 696, 512 
2, 887, 3 = 
1, 090, 224 

824, 465 
1, 730, 151 
538, 181 
1, 126, 457 
2, 815, 800 
802, 960 
650, 759 


~ 500 


20, 925 


oa 58, 708 


7,000 


85,2 250, 000 


1, 000 
104, 000 





105, , 000 
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MuTvat Security ProGRAM 


Comparative summary of obligations by object class—All agencies, departmental 


Actual 1955, total | Estimate 1956, total | Estimate 1957, total 


Description 
| 


| 


| 


Permanent positions -.. a 
Deduct lapse - - - -- oe 
Add net increase due to changes in | 

pay scale for part of year_. 


i 


per- 
| 


Net permanent positions -- 
Average part-time and temporary 
sonnel] 
civilian 


Average employment all 


personnel - l, 


Regular pay in excess of 52-week base. 
Payment above basic rates, civilian per- 
sonnel: 

Living and quarters allowance 

Overtime and holiday pay- 

Nightwork differential _ -- 

Additional pay for services abroad -- 
Payment to other agencies for reimburs- | 

| 


Total personal services obligations (1,515.8 | 9, 969, 640 


DIRECT OBLIGATIONS 


Personal services - - - 
Travel_. oo Cities Sie 
Transportation of things 
Communication services 
Rents and utilities __ 


01 
02 
03 
04 
05 
06 
07 Other contractual services 
Services performed 
ORONO... . tia 45% 
Supplies and materials-_--- 
Equipment. = acpi sbibeies 
Lands and structures. -- f 
Grants, subsidies and contributions 
Pensions, annuities and insurance 
claims 5 - 
13 Awards and indemnities 
15 Taxes and assessments -- 
Unvouchered 


by other | 


08 | 


09 
10 
ll 


12 


Total direct obligations - 


OBLIGATIONS PAYABLE OUT OF REIMBURSE-| 
MENTS FROM NON-FEDERAL SOURCES | 


07 


| 
Other contractual services - - - -- 
| 


Total obligations payable out of | 
reimbursements from non-Federal 
sources....--- 


OBLIGATIONS PAYABLE OUT OF REIMBURSE-| 
MENTS FROM OTHER ACCOUNTS 
07 Other contractual services- - -.. 


of | 
ac- } 


Total obligations payable out 
reimbursements from other 
GOUINS....... 





Total obligations. __-_--- 


Printing and reproduction ---- - -- |-- 


Num- 


ber 


161.2 | 
, 467.8 
38. 1 


505. 9 


9.9 


_...| 14, 255, 697 


= 


Amount 


1, 225, 
184, 
9, 295, 


337, 


9, 633, 
33, 


33, 
177, 


9 


RY, 


9, 969, 
942, 


399, 
549, 
499, 


155, 


1, 501, 
125, 
4, 


10, 


99 
“es 


3l, 


| 14, 255, 
| 


| ber 


| 
11, 629.0 |$10, 336, 250 |1, 621 


175. 2 


406 
850 
604 
671 


365 


829 
835 
184 | 
325 


102 11, 


640 


027 


, 949 | 


214 
173 
869 
512 
986 
813 
201 


997 


, 763 


323 


697 


Num- 


1, 481. 


Amount 


$10, 976, 826 
9, 712, 395 
186, 


9, SYR, 
32 


795 


000 


50, 
216, 


7, 000 


130, 


10, 334, 446 


10, 334, 
853, 53! 

5 

404, 

647, 

493, 

180, 


1, 576, 
168, 
60, 


10, 
26, 


7, 000 


000 


14, 768, 419 


15, 000 


14, 783, 419 


1, 264, 431 | 


400 | 


000 | 
651 | 


000 


108 | 


15, 000 


Num 
ber 


Amount 


1, 591. 
101. 


l, 


1, 5 


1, 53% 


5, 125 
, 258 
, 000 


400 


5, 000 


000 


5, 000 


400 
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Mutua Security ProGrRam 


Comparative summary of obligations by object class—All agencies, overseas 


| Actual 1955, total | Estimate 1956, total | Estimate 1957, total 
Description panes <a ‘eae ere 
Num- | Amount Num- Amount Num- Amount 

ber ber | ber | 

sakeah 7 a || |_| |- peceneicoee 

Permanent positions-_---- .------|1,111.0 | $7, 906, 167 {1,078.0 $8, 257, 245 |1, 055.0 $8, 070, 170 

Deduct lapse ‘ . 156. 3 1, 271, 934 148. 6 1, 138, 422 103.9 804, 264 
Add net increase due to changes in | | | 

pay scales for part of year__- 





Net permanent positions - --_- -| 954.7 | 6,774,273 | 929. 7, 118, 823 951.1 7, 265, 906 
Average permanent local personnel not | 

included above 285. 2, 032, 594 |1, 369. 2, 101, 580 |1, 640.0 2, 400, 280 
Average oa -time and temporary per- | 1 | 

sonnel _- ied keds ekuéhebeuaswbhwa we of 9, 106 9 | 33, 300 | ; 44, 100 








Average employment all civilian 
personnel _- stun > 8, 855, 976 |2, 306. 9, 253, 703 |2, 599. ¥, 710, 286 
Regular pay in excess of 52-week base. one's 27, 549 | bowel 27, 280 | 
Payment above basic rates, civilian per- | 
sonnel: | | 
Living and quarters allowance oe 1, 226, 836 | ks 1, 293, 537 | : 1, 365, 038 
Overtime and holiday pay-- ee 87, 891 | 59, 000 | 52, 200 
Nightwork differential -_- eathoneodene 60, 695 | Say GEO fawn 12, 300 
Additional pay for services abroad - 457, 835 pee 681, 872 |- 817, 411 
Payment to other agencies for reimbursa- | 
ble details aa hialeng oe 6 | 57, 887 | 2.3 d ; 86, 300 


Total personal services obligations - -|2, 2, 251. 8 | 10, 774, 669 2, 308. 6 | 11, 357, 892 | 12, 043, 535 





DIRECT OBLIGATIONS | 





01 Personal services._...----- 5 ae 10, 774, 669 | -- ; 11, 357, 892 |....._._] 12, 043, 535 
02 Travel. . phakinures ele 1, 770, 511 -----] 1,074, 164 ~ | 2,048, 173 
03 Transports ition of things. __-- pith bitte 1, 011, 259 |..-- -| 1,041, 668 .-----| 1,084, 464 
04 Communication services bts beet 372, 503 |.----- 354, 375 ascal 416, 822 
05 Rents and utility services--._--_--- | | 716, 772 859, 484 weasel "EO One 
06 Printing and reproduction ---- seiedene 21, 823 |---- | 28, 945 41, 491 
07 Other contractual services 7 845, 571 | | 910, 098 | 944, 703 
Services performed by other agenciles | 1,380,360 |_.......| 1,675,900 } 1,270, 700 
08 Supplies and materials_- Send 513, 585 |_- | 529, 466 |___- 632, 647 
09 Equipment : ewe 562, 343 |....-- 588, 598 i 595, 373 
10 Lands and structures - - eet 134, 079 |....-- 17, 600 pow 
11 Grants, subsidies, and contributions __|--- Ge f.-000e4 oe eee 500 
12 Pensions, annuities and insurance 
claims ---_-- ; ‘ — ae Stneweulesasaaee | aa > - 
13 Awards and indemities odonin 5, ca ae 5, 500 | 5, 800 
15 Taxes and assessments-.- ; oe 5, 203 | ; 27, 114 a 30, 350 
Unvouchered ; we ih énbalennntes ; _ pata taeg 2st 








Total direct obligations.........--- __...| 18, 152, 099 | | 19, 376, 581 | 20, 144, 600 


as === = = 





ORLIGATIONS PAYARLE OUT OF REIM- 
RURSEMENTS FROM NON-FEDER \L | 
SOURCES 


07 Other contractual services ee re 1,000 |... j 1,000 

09 Equipment__-.- wean 54,0 000 di 69, 000 
Total obligations payable out of 

reimbursements from non- Federal | 

sources - -- pibiunbeddidegstwees ; 73, 658 | suk é 70, 000 


ORLIGATIONS PAYARLE OUT OF REIM- 
RURSEMENTS FROM OTHER ACCOUNTS 


07 Other contractual services eas ; 30,840 |_....__- 30,000 |_- .| 30, 000 
Total obligations payable out of 
reimbursements from other ac- 
GONG se cect adabesedsncccce es ‘ 30, 840 | 30, 000 





NN III oo nncuccmuchanancwalebuunans 18, 256, 597 | 19, 461, 581 





885 


Mr. Passman. You are requesting for the total program for fiscal 
1957, $35.250 million for administrative expenses ‘ 

Mr. Murrny. That is correct. 

Mr. PassMAN. Which is an increase over the amount you had pro- 
gramed for fiscal 1956 ? 

Mr. Mourreny. That is correct. 


UNEXPENDED AND UNOBLIGATED BALANCES 


Mr. Passman. What is the estimated unexpended balance as of 
June 30? 

Mr. Murpny. $6.690 million. 

Mr. Passman. That is the total estimated unexpended balance as 
of June 30? 

Mr. Murpny. Yes. 

Mr. Passman. How much of that is estimated to be unobligated ? 

Mr. Murpnuy. We estimate $700,000 will be unobligated. 

Mr. Passman. That is the amount you had originally planned to 
transfer to this account, but it was merely a notation rather than an 
actual transfer ? 

Mr. Murpny. It was earmarked. 

Mr. Passman. Why are the administrative expenses continuing to 
go up rather than down ? 

Mr. Murpnuy. Well, Mr. Chairman, I am not sure I would agree 
they continue to go up rather than down. 

Mr. Passman. You are asking for more funds, are you not? 

Mr. Murrny. Yes, but it is necessary to keep this item in pe ots - 
tive. In 1953 and 1954 this item ran close to $50 million a year. So 
when you look at an amount of $35 million or $33 million, while there 
may be increases between 1956 and 1957, you have to keep i in the back- 
ground the fact there has been a 3314 percent reduction in this item 
since 1953. 


MAN-YEARS 


Mr. Passman. How many man-years do you have in administra- 
tive expenses in fiscal 1956? 

Mr. Mcureny. The total man-years would be 3,776. 

Mr. PassmMan. How many are you requesting for next year ? 

Mr. Mvureny. For fiscal 1957 we estimate that because of fuller 
employment we will have man-years totaling 4,112. A part of this, 
I think it is important to note, and Mr. Scott will deal with this later 
on, is in the item of local personnel. You will see the locals go from 
1,369 in 1956 to 1,640 in 1957, and that is somewhat deceptive too, 
because I think 146 of that increase actually now are on the Army 
payroll in Korea and are being switched to our payroll. 

Mr. Passman. How many of the fiscal year 1957 man-years are in 
ICA and how many are in State? 

Mr. Mvureny. The ICA man-years would be 3,426. The State De- 
partment man-years would be 687. 


AVERAGE SALARY 


Mr. Passman. Do your tables indicate average salary for fiscal 
1956? 
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Mr. Murpny. No, they do not, but we have the data, Mr. Chairman. 
Did you want it overall ? 

Mr. Passman. Yes, the average. 

Mr. Mureuy. The average for r ICA overall for fiscal 1956 was $7,201, 
and for fiscal 1957 is estimated at $7,198. 

Mr. Passman. A reduction of an average of $3 per man-year? 

Mr. Morpny. Yes, sir. 

Mr. Passman. What is the highest civil-service grade you apply 
to the personnel in ICA ? 

Mr. Morpnuy. The highest civil-service rating we have, I believe, 
is GS-15. However, I do not want to mislead you. We have in this 
program authority for exc epted positions which are excepted from the 
Classification Act, and we have jobs that run as high as $15,000. 

Mr. Passman. They are appointive ? 

Mr. Murrny. Many of them are occupied by career people, but 
many of them are appointed. This excludes the Director and Assist- 
ant Director of ICA, which are statutory salaries. 
ENTERTAINMENT OR REPRESENTATION EXPENSES 
Mr. Passman. What amount did you have for representation or 
entertainment expenses for 1956? 

Mr. Moureny. We have a limitation in the appropriation each year, 
Mr. Chairman, in the amount of $15,000 for entertainment in the 
United States. 

Mr. Passman. How about abroad ? 

Mr. Mourpny. Abroad, I will have to get that. 

Mr. Passman. One is known as entertainment and one is known as 
representation ? 

Mr. Morrny. That is right. 

Mr. Passman. Can you tell us what you have in both accounts, en- 
tertainment and representation ? 

Mr. Mourrny. The representation item for fiscal 1956 is $220,000. 

Mr. Passman. $220,000 ? 

Mr. Morrny. Yes. 

Mr. Passman. That is entertainment ? 

Mr. Murpny. That is representation. That is abroad, under the 
Foreign Service Act. I can give you a breakdown by geographical 
area if you wish. 

Mr. Passman. I do not think that is necessary. 

Mr. Murpny. The fiscal year 1957 total is $214,400. 

Mr. Passman. What about entertainment ? 

Mr. Mourrny. The entertainment is $15,000 annual limitation. 

Mr. Passman. Do you have any unexpended funds in that account ? 

Mr. Mourruy. In the entertainment account? 

Mr. PassMan. Yes. 

Mr. Murpny. Yes, we do. We have a substantial amount unex- 
pended. We have used about one-third of the $15,000 during 1956. 
Mr. Passman. Then you will have unobligated about $10, 0002 

Mr. Mourrny. About $10,000. 

Mr. Passman. Does that indicate that the amount is too great? 

Mr. Murrey. It indicates it was more than we needed for 1956, and 
it also indicates you can trust us. 

Mr. Lanuan. You spoke of a reduction since 1953. How was that 
accomplished and what did it consist of ? 




















































Mr. Murpuy. It was a pretty general item, Mr. Lanham. As I said, 
our expenses ran about $49 million. It was accomplished, may I say, 
with considerable help from this committee. Our administrative ex- 
pense estimate for fiscal 1954 was drastically reduced by the committee. 

Mr. Lanuam. I was not on the committee then. 

Mr. Murruy. That is right. We had, shall I say, made an offer 
to make a substantial reduction. The Bureau of the Budget made 
further offer for reduction, and after that the Congress made one that 
was even better. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Lannam. That isall. 

Mr. WicGLeswortu. You say you are going to have $6.690 million 
unexpended balance / 

Mr. Murpny. Yes. 

Mr. Wicctesworrn. If you add that to your request for $35.250 mil- 
lion, that gives you about $42 million ? 

Mr. Murpny. Available for expenditure ; yes, sir. 

Mr. WiceteswortrH. What is your estimate for expenditures in 
1957 ? 

Mr. Murreny. We estimate expenditures of $34.940 million, and we 
would finish fiseal 1957, at that rate, with $7 million unexpended. 


MAN-YEARS 


Mr. Wiccteswortu. Looking at your personnel, you apparently in 


1957 are going to have 2,072 Americans and 1,382 locals if you lump 
them : altogether. 

Mr. Mourerry. Those are man-years. The positions are 2,208 Ameri- 
cans. 

Mr. Wiactesworrn. Let us take it in man-years. You will have 

2,072 Americans and 1,382 locals, a total of 3,454 man-years / 

Mr. Murrny. Yes, sir. 

Mr. Wiceiteswortn. Whereas in the current fiscal year you have 
only 1,981 Americans and 1,073 locals, a total of 3,054. In other words, 
you are requesting an increase of 400 man-years / 

Mr. Murrny. I think a very substantial item is the item I have pre- 
viously mentioned, the transfer of 146 locals in Korea from the Army 
payroll to the IC A payroll. The big difference, you will see, is in the 
local item, and 146 of the increase is really just a transfer of people 
from one payroll to another. 

Mr. WiccLeswortu. Have you reduced any personnel either at home 
or overseas ? 

Mr. Moureuy. Mr. Wigglesworth, if I may suggest it, I think that is 
a subject that will be handled better when we get into the ICA portion 
and the State Department portion. 

Mr. Wiac.teswortu. I thought we were dealing with the ICA por- 
tion now. Are you going to make a separate presentation on each of 
them ? 

Mr. Mourrny. Mr. Scott has a statement on the ICA portion. 
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STATEMENT OF Deputy Director For MANAGEMENT, ICA 


Mr. Passman. Do you have any more general statements / 
Mr. Murrny. Mr. Scott has a statement on the ICA portion. 

Mr. Passman. Without objection that will be inserted in the record. 
(The statement referred to is as follows :) 


MUTUAL 





SECURITY PROGRAM ADMINISTRATIVE EXPENSES, NONDEFENSE, 
SecTION 411 (b) 


W. K. Scott, Deputy Director for Management, ICA 


ICA is requesting a fiscal year 1957 appropr iation for administrative expenses 
of $35,250,000 of which the ICA portion is $29,450,000. These requirements are 
summarized in the schedule on page 11 of the estimates, directly under the 
ICA tab. 

This appropriation is used to pay and support people in Washington and 
overseas who are responsible for administering the United States economic 
and technical assistance programs. The people who are financed with this money 
are the people who develop and screen the assistance programs for each country, 
who assure that the assistance achieves the purposes or which it is intended and 
who see that the funds are properly controlled and audited. 

As you know, the President established ICA on July 1 of last year in the 
Department of State as the successor agency to the Foreign Operations Admin- 
istration, which had been an independent agency reporting directly to the 
President. ; 

This year the obligations will increase about $1.6 million over that of last year. 
This resulted from two main factors: (1) American salary and educational al- 
lowance costs increased by about $1.0 million as a result of Federal employee 
pay raise and educational allowances authorized by new legislation; and (2) 
additional travel, transportation, and other operating costs resulting from the 
shift in employees from Europe to the Far East and other underdeveloped areas. 

This year ICA has had available $28,800,000 for administrative expenses. Of 
this amount it now appears that we will use only $28,100,000 returning about 
$700,000 to the Treasury. 

We have been continuously studying all administrative operations of ICA 
since it was established a year ago. As a result of this study we have made 
several improvements and expect to make further improvement in the next fiscal 
year. 

During this fiscal year, by instituting tighter controls, we have reduced obli- 
gations for Washington travel by $100,000 under fiscal year 1955 levels. 

Similarly, by limiting consultant hire to only the most essential activities, we 
reduced Washington obligations for this purpose by $150,000. 

tach ICA Washington position was studied early in this fiscal year and we 
were able to eliminate 90 positions as a result of this review. 

These studies also indicated that management of the ICA program could be 
improved considerably by strengthening certain functions. It seemed desirable, 
for example, that ICA spend more time evaluating the programs it was con- 
ducting around the world to assure that these programs were actually being 
carried out so as to achieve the objectives for which they were instituted. Simi- 
larly, it was felt that ICA should spend more time and personnel on accounting 
for the money which is spent, auditing the use of funds, and checking the arrival 
and use of ICA financed commodities which go to foreign countries. It was also 
found that ICA’s procedures for contracting were causing excessive delay between 
the time it was decided to contract for a particular operation and the actual sign- 
ing of the contract. Additional staff was assigned to these kinds of activities. 
As a result, the 90 positions that had been abolished earlier in the year were offset 
by the 63 positions added for the purposes just described, resulting in a net 
decrease of 27 ICA Washington positions. 

A detailed analysis was also made of administrative costs in Europe. As a 
result, ICA offices have been closed this year in Norway, The Netherlands, Bel- 
gium, and Denmark. This and other reductions in Europe will result in a reduc- 
tion in costs, from fiscal year 1955 to fiscal year 1956 of $764,000. 

The mutual-security program tends, by its very nature, to be a complicated 
program to administer. Involving as it does several different types of pro- 
grams, the handling of many million dollars of public funds, intricate rela- 
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tionships with other governments, extensive relations with other departments 
of the United States Government, ICA administrative staffs in approximately 
60 countries abroad, and compliance with a large number of statutory provi- 
sions, there is a tendency for the program to bog down in paperwork. Much 
of our time on the management side since last July has been spent in reviewing 
all L\CA program operations in an effort to develop simplified means of adminis- 
tering the program. We feel we are making good progress in this effort. To 
sum up, we had available this year $28.8 million of which we were able to 
save $700,000. Our estimated obligations for this year total $28.1 million. 

As you will note in the summary schedule on page 11, the ICA estimated 
obligations for fiscal year 1957 total $29,450,000, a $1,350,000 or less than a 5 
percent increase over fiscal year 1956 obligations. The ICA Washington esti- 
mate provides for increased costs of additional man-years of employment fore- 
cast under somewhat reduced position ceilings. Overseas there is a continuing 
major orientation of the program from European to the underdeveloped areas 
of the world. Thus, the additional reduction of $700,000 proposed in European 
missions for fiscal year 1957 is more than offset by increased requirements for 
the missions in underdeveloped areas. Our requested increase for next year 
is based on an estimate of increased man-years of employment due to an im- 
provement in the recruiting situation. There are also some small net staffing 
increases proposed to strengthen our overseas missions in performing more 
accounting work, better audits and investigations of the use made of ICA 
tinanced commodities. Some small increases are also planned in the work of 
screening proposed projects and programs abroad. 

The increase for next year is being requested in the sincere and honest belief 
that with these additional funds we can assure the Congress of more efficient 
management and control of the ICA administered multimillion dollar program. 
We believe that the increase proposed for administrative costs is small in com- 
parison with the work to be done. Two indicators of our workload are the number 
of technicians to be sent abroad and the number of foreign trainees to be brought 
to the United States. It is estimated that the number of technicians to be sent 
abroad will increase by 66 percent between fiscal year 1955 and fiscal year 1957. 
The number of foreign trainees to be brought to the United States is estimated 
to increase in this same period by 30 percent. Yet during the same period we 
estimate only a 24% percent increase in man-years of administrative employment. 
We feel this demonstrates that to meet this increased workload we have tried 
first to develop more efficient procedures rather than to continue increasing 
administrative personnel. We will do everything we can, of course, to effect sav- 
ings wherever they can be accomplished without sacrificing prudent management 
of the large amounts of money for which we are responsible. However, the lack 
of an auditor in the right place, which saves a few thousand dollars of administra- 
tive funds, can jeopardize the etfective expenditure of program funds running 
into the millions. 

My testimony has been limited to ICA requirements presented in section 2 of 
the estimates. It excludes any requirements that may develop in connection 
with Public Law 480, Agricultural Trade, Development and Assistance Act for 
which transfer authority is requested under section 411 (c) of the Mutual 
Security Act. 

This is a brief outline, Mr. Chairman, of our administrative situation as we 
foresee it for next year. I will be happy, of course, to answer any questions. 

Mr. Edward Crouch, Director, Office of Budget, Department of State, is repre- 
senting the State Department, and is available to answer questions in respect 
to the Department of State section of this budget. 


MAN-YEARS 


Mr. Wiceiesworrn. Just in a general way, I had hoped by this 
time we would begin to see some reduction personnelwise both at home 
and in the field, but when I look at these figures there is apparently 
in the ICA portion an increase in man-years from 3,054 in 1956 to 
3,454 in 1957. 

And when I look at the State Department setup, there is a slight 
reduction from 736 man-years in 1956 to 687 man-years in 1957, giving 
you an overall total of 4,141 man-years in fiscal 1957 as compared 
to 3.790 man-years in fiscal 1956. 
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Why this increase in man-years in ICA ? 

Mr. Murreny. A good indicator of the workload is the number of 
technicians we have in the field and the number of participants we 
have in training at any one time. On the technicians we went from 
3,953 in 1955 to 5,800 in 1956, and we expect to go to 6,545 in 1957. 

On the participants or trainees, we went from 6,364 in 1955 to an 
expected 8,200 in 1957. The increase in comparison to that increase in 
workload is, I believe, minimal, Mr. Wigglesworth. 

Mr. WiccteswortH. What I would be interested in, if I were in 
your position, would be to know if those 6,545 technicians are neces- 
sary. From traveling in the Near East and Asia last autumn, I think, 
various projects are overstaffed. 

Mr. Mourrny. We have this under advisement and very careful 
study at this time. I think there probably is something in what you 
say. Mr. Hollister is about to issue a pronouncement on this at an 
early date which will call for a review of all the projects to see if we 
cannot have more concentration of talent, fewer activities, and it may 
be possible to get a more effective program and one that would require 
fewer personnel. 

Mr. Wiccteswortu. I think both activities and personnel per ac- 
tivity should be gone over carefully to make sure we are not indulging 
in activities that are wasteful. I really had expected to see some de- 
crease in both categories by this time, but it does not seem to show up 
in these figures. 


TRAVEL, COMMUNICATION SERVICES, ETC. 


I notice also you have an increase of $100,000 in travel, and a couple 
hundred thousand increase in communication services. The majority 
of the items on page 16 seem to reflect slight increases over 1956. 

Mr. Murry. There is one big decrease which is in the services 
performed by other agencies. That reflects almost a $500,000 de- 
crease. That, again, is tied in with the switch of Koreans, Those 
locals are switched from object class 07 to 01. 

Mr. PassmMan. That is the only decrease on the entire page in di- 
rect obligations. 

Mr. Murpny. I believe there is a decrease in lands and structures. 

Mr. Passman. Where is that? 

Mr. Mourpuy. Look at object class 10. There is a decrease there, an 
elimination, in fact; and there is another in object class 11. 

Mr. Passman. That is just a case where you brought the program 
to completion, but of the items for which you are requesting funds, 
there is iust one in which you have a decrease. 

Mr. Mourpny. That is right. 


DIVISION BETWEEN ICA AND STATE DEPARTMENT RESPONSIBILITIES 


Mr. Wiccieswortrn. You gave us under ICA, A, departmental, and 
B, overseas. Then you have another breakdown under the State De- 
partment, A, departmental, and B, overseas. What is the dividing 
line here? 

Mr. Morpny. Well. the ICA portion is the organization which is ad- 
ministered by Mr. Hollister. 
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The State Department involves expenses of the regular Depart- 
ment of State. That covers three things: 

Mutual security program policy review which is condueted under 
the coordination of the Special Assistant Secretary of State; 

The expenses of the United States regional office in Parts; 

And the third item is the refugee and migration program, which 
has been switched out of ICA in the past year over to State and 
made a part of the Bureau of Consular Affairs. 

Those three activities are financed under the State Department 
and all of the ICA activities under Mr. Hollister are financed under 
the ICA. 

Mr. Wiceieswortu. Is this regional office for the ICA in Paris? 

Mr. Murpuy. It conducts both economic and political activities, 
Mr. Wigglesworth. 

Mr. WicGLeswortH. For the State Department ? 

Mr. Murpuy. It serves both of us, really, Mr. Wigglesworth, in that 
respect. 

Mr. WiceieswortH. I am just wondering, is this under ICA as 
shown on page 39 ? 

Mr. Mureny. No, sir; that is not under ICA. 

Mr. WiceitEswortu. You show 687 man-years of employment. They 
are under the State Department. Where do they come into this 
picture ¢ 

Mr. Moureny. This is the activity I was just referring to. These 
are not part of the ICA. They are part of the regular Department 
of State. 

They cover mutual security program policy review. As you prob- 
ably know, Mr. Wigglesworth, all of these programs are subject to 
review for political consideration. 

Mr. Wiaeteswortu. In Washington ? 

Mr. Murpny. And in the field. Of course, the State Department 
ambassadors in the field work very closely with our mission programs. 
The various ambassadors head the country teams in the various coun- 
tries, and there are expenses which the State Department has as a re- 
sult of this program which it would not have if the program did not 
exist. 

The second is the regional office in Paris, and the third, as I said, is 
the Refugee and Migration Escapee Program. 

Mr. WiaciteswortH. Whatever backstopping is done in Washington 
for ICA, is done by ICA itself in its departmental setup ? 

Mr. Morpny. In the case of an ICA operation where there is a con- 
tractual operation between ICA and State, and we use any of these 
services, we reimburse the State Department for services that they per- 
form for us along the line of administrative services, either in Wash- 
ington or overseas. Such costs therefore are included under the ICA 
heading. 

Mr. WiceteswortH. I believe that is all, Mr. Chairman. 


COMPARATIVE SUMMARY OF ADMINISTRATIVE STAFFING AND COSTS 


Mr. Forp. I think it might be helpful for the record, Mr. Murphy, 
if you could provide in table form a chart showing your annual limita- 
tion in dollars, your permanent positions in numbers, your personal 
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services in dollars, your man-years in numbers, and your average sal- 
ary in dollars, for the fiscal year 1957 and prior years, going back sev- 
eral years. 

How far back would you have to go to give us a fair comparison ? 

Mr. Mureny. I think probably the fiscal year 1952 would give you a 
5- or 6-year spread. It was in, I think, the fiscal year 1953 for the first 
time, that the administrative expenses for the military were separated 
from the non-military expenses, so I think that would be a good start- 
ing point. It was either in 1952 or 1953, that that happened. 

Mr. Forp. Would that information be readily available ? 

Mr. Murpny. Yes, sir, we could get that together without too much 
difficulty. 

Mr. Forp. I think it would show the trends and give us a valid basis 
of comparison. 

Mr. Murpny. Yes, sir, I am sure that we could prepare that. 

Mr. Forp. Could you do that and submit it for the record ? 

Mr. Morpny. Yes, sir. 

(The matter referred to is as follows :) 


Trend in administrative staffing and costs, mutual security program—nondefense— 
fiscal year 1958-fiscal year 1957 


[Dollars in thousands] 


| Change fiscal year 

| | | Esti- | Esti- 1953 to fiscal year 
Actual | Actual | Actual | mate fis-| mate fis- 1957 

| fiscal fiscal fiscal cal year | cal year |__ 

year 1953 | year 1954| year 1955) 1956 1957 


Amount | Percent- 
} | age 








Number American positions - - - 3, 829 | 3, 497 | 2, 2, 699 2, 646 —1, 183 | —30 
Average salary ._........-..---- $6,264 | $6,405 | $6, $7, 126 $7,111 + $847 +13 
Number man-years: 

Number Americans. ----- 3, 307 2, 823 2,4 
Number locals---...-..--- 2, 343 | 1, 


2, 421 2, 501 —806 | —24 


1, 488 1, 369 1, 640 li —30' 











| 
Total number man-years- 5, 650 4, 311 3, 768 3, 790 4,141 ow | 


Total personal services cost_....| $28, 874 | $22, 462 $20, 744 $21,692 | $22, 697 | — 86,177, jo 
Other object cost 20, 361 11, 338 11, 664 12, 453 12, 553 


| 





Grand total, direct obli- | 
I Sie dilecscncenciainnsahaewicre 49,235 | 33,800! 32,408 34, 145 35, 250 | —13, 985 

















Total available MSP nonde- 
Re i ree | 60,078 34,969 | 32,606 34, 845 35, 250 | —14, 828 —30 


} j 
i ! | | 








Nore.—Fiscal year 1953 positions, man-years and salary costs adjusted for comparability. Fiscal year 
1953 to fiscal year 1955 average positions and total salary cost exclude pay raise and educational allowance 
costs authorized by the 84th Cong., 1955. 


Mr. Forp. That is all, Mr. Chairman. 
Mr. Passman. Thank you, gentlemen. 
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WEDNESDAY, J UNE 20, 1956. 
FOREIGN REACTOR PROJECTS 
WITNESSES 


ATOMIC ENERGY COMMISSION 


HON. HAROLD S. VANCE, ATOMIC ENERGY COMMISSION 

DR. GEORGE MANOV, ASSISTANT TO COMMISSIONER LIBBY 
CLARK VOGEL, ACTING DIRECTOR OF INTERNATIONAL AFFAIRS 
JAMES MILLER, DEPUTY ASSISTANT CONTROLLER FOR BUDGET 
BRUCE MERCER, OFFICE OF THE GENERAL COUNSEL 


INTERNATIONAL COOPERATION ADMINISTRATION 


DeWITT SAGE, ASSISTANT TO THE DIRECTOR 
CARL W. FLESHER, DIRECTOR, OFFICE OF INDUSTRIAL RESOURCES 


OFFICE OF THE DEPUTY DIRECTOR FOR TECHNICAL SERVICES 


R. AMMI CUTTER, CONSULTANT TO THE DIRECTOR 
JOHN E. MURPHY, CONTROLLER 


Mr. PassmMan. The next item will be found on page 261, volume 
IV, under the caption: “Foreign reactor projects,” and in parenthe- 
ses, “the program for the peaceful use of atomic energy.” 

This is a new program and the request for the fiscal year 1957 is 
$5,950,000. 


STATEMENT OF COMMISSIONER VANCE 


Commissioner Vance, do you have a general statement that you 
would like to make ? 

Mr. Vance. Yes, sir. 

Mr. Chairman, my appearance before your committee today is for 
the purpose of supporting the request for appropriation of $5,950,000 
for use in assisting foreign countries to acquire research reactors. 
Authorization of such appropriation is covered by section 11 of the 
proposed Mutual Security Act of 1956, reported by the House Com- 
mittee on Foreign Affairs. 

Provision of financial assistance to friendly foreign countries seek- 
ing to acquire and operate research reactors is one of the main ele- 
ments in the President’s program of atomic energy for peace. There- 
fore, with your permission, I would like to take a moment to review 
the general background of that program. 

The basic policy of sharing and cooperating with other free nations 
in the development and application of atomic energy for peaceful 
purposes was first proposed by President Eisenhower before the 
United Nations General Assembly in December 1953. The legislative 
charter for this policy was established by the Congress in the Atomic 
Energy Act of 1954. In accord with the special procedures spelled 
out in that act, bilateral agreements for cooperation have now been 
negotiated with more than 30 nations. Discussions presently in prog- 
ress are expected eventually to result in 15 to 20 more such agree- 
ments. In addition, the United States has taken active part in the 
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initial steps to establish an international atomic energy agency orig- 
inally proposed by the President in his United Nations address. 

Within the framework of the bilateral agreements, we are encourag- 
ing and assisting friendly nations to undertake research and develop- 
ment in peaceful applications of atomic energy. This assistance is 
taking a variety of forms. 

Technical information is the prime need of most nations in setting 
up their own atomic energy programs. For this information they 
look to the United States which, because of a head start during the 
war years, has accumulated an impressive body of scientific and tech- 
nical knowledge. The great part of this information is not directly 
related to the military uses of atomic energy and is thus readily avail- 
able for use by other nations in research as well as in practical ap- 
plications in the areas of medicine, agriculture, and industry. Great 
impetus was given to this free exchange of unclassified information 
by the Conference on the Peaceful Uses of Atomic Energy, proposed 
by the United States and held in Switzerland last August. This was 
a successful conference of unprecedented size—73 nations sent dele- 
gates, and 1,067 technical papers were presented and subsequently 
published. 

The principal attraction of the Conference was the research reac- 
tor—of the so-called swimming pool type which we shipped by air to 
Geneva, installed and placed in actual operation on the Conference 
grounds. Hundreds of the scientist delegates of other countries 
operated its controls. For most of them it was the first time they had 
seen such a reactor, much less operated one. The Geneva reactor, 
which we sold to the Swiss Government at the conclusion of the Con- 
ference, served dramatically to heighten interest among other nations 
in acquiring such tools of nuclear 1 research and development. 

The success of that conference has stimulated plans for another. 
Other steps to disseminate information include the gifts of technical 
libraries to more than 40 nations, each library consisting of thousands 
of unclassified research and development reports. 

Other nations need not only technical information but also trained 
personnel. The United States during the past 15 months has enrolled 
116 foreign students in reactor training programs in this country, 
sponsored by the Atomic Energy Commission. 

These nations also require special nuclear materials as fuel for re- 
actors. For this purpose, the President has from time to time an- 
nounced the allocation of uranium 235 for foreign use. In February 
1956 he announced that 20,000 kilograms of this material were being 
so allocated. This statement emphasized the intention of the United 
States to cooperate in good faith with foreign countries not only in 
research but in the construction and operation of nuclear reactors for 
the generation of electric power. 

Technical information, training, and special nuclear material are 
indeed essential in foreign atomic energy programs. But just as im- 
portant is enthusiastic interest among nations in which modern tech- 
nology has thus far had a less important role. To inspire and sustain 
such « enthusiasm, there must be specific pr ojects and objectives to which 
foreign scientists can dedicate their hopes and efforts. This kind of 
inspiration was provided by the President in his speech last year at 


Pennsylvania State University. It is appropriate at this point to quote 
him. 





We propose— 
he said— 


to offer research reactors to the people of free nations who can use them effec- 
tively for the acquisition of the skills and understanding essential to peaceful 
atomic progress. The United States, in the spirit of partnership that moves us, 
will contribute half the cost. We will also furnish the acquiring nation the needed 
nuclear material to fuel the reactors * * * If the technical and material resources 
of a single nation should not appear adequate to make effective use of a research 
reactor, we would support a voluntary grouping of the resources of several nations 
within a single region to acquire and operate it together. 

In carrying out the President’s offer of financial assistance, we 
have determined that each project should include not only the research 
reactor itself, but also the related experimental and service facilities 
required to render it a useful tool for training and research. We find 
that the cost of each such project will be in the neighborhood of 
$700,000. Accordingly, we assume that the United States financial 
contribution would, in most instances, be about $350,000. 

Only those countries which have entered into agreements for coop- 
eration are eligible to submit project proposals. Proposals are re- 
viewed by the Atomic Energy Commission, which considers such as- 
pects as the design of the reactor, its proposed use, the availability 
of trained personnel to operate it, and the ability of the foreign govern- 
ment to finance its share of the construction and continued operation. 

Present plans are based on the expectation that approximately 37 
countries will submit acceptable proposals. We cannot be certain of 
the number of approved projects for which obligations would be in- 
curred in each year. To permit approval and commitment for eight 
projects, the amount of $2,800,000 from the President’s special fund 
has been earmarked in fiscal year 1956. The amount of $5,950,000 
requested for 1957 would provide for contribution of $350,000 for 
each of 17 projects in that year. It is assumed that funds for the 
other 12 countries expected to qualify would not be required until 
after 1957. 

The stimulation and training derived from research reactors ob- 
tained through United States assistance will be a major factor in 
speeding up the scientific progress of many countries, and in bring- 
ing earlier realization of the benefits of atomic energy. The response 
from abroad to the President’s offer has been enthusiastic, indicating 
that these research reactor projects can play a leading role in the 
Atoms for Peace program. We earnestly recommend appropriation 
of funds to fulfill the President’s offer to contribute half their cost. 

Mr. Chairman, I have tried to keep this statement as brief as pos- 
sible. However, members of the committee may have questions which 
I and my colleagues shall do our best to answer. 

Mr. Passman. Thank you, Mr. Commissioner. 


UNITED STATES COST OF RESEARCH REACTORS 
On page 261, volume IV, in the first paragraph at the top and on 


the right-hand side of the page, it says: 


A study of the cost of the several reactor types (with necessary service, sup- 
porting facilities and services) appropriate to the purpose stated by the President 
indicates that the cost of such projects to the United States is approximately 
$350,000. 


TROBA—5B——57 
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Does that mean the total cost in the United States, or is that the part 
we will put up against matching funds? 

Mr. Vance. That is correct, it is for our part. The total cost is 
estimated to be $700,000 per unit. 


USE OF REQUESTED FUNDS 


Mr. Passman. The $5,950,000 requested for 1957 is to provide for the 
construction of 17 projects in the same number of countries; is that 
correct ¢ 

Mr. Vance. Yes, sir; that is correct. 

Mr. Passman. How will the money be expended? Do you care to 
elaborate beyond your statement? Will it be for labor and materials, 
or will it be for a complete reactor setup ? 

Mr. Vance. Mr. Vogel, will you answer that ? 

Mr. Vocet. The money will be obligated by the Atomic Ener gv Com- 
mission after a review of the total reactor project which includes not 
only the component parts of the reactor itself but also the associated 
facilities. 

The money will not be paid until the reactor project has been com- 
pleted in the foreign country and then it will be paid to the Govern- 
ment involved. Does that answer your question, sir? 

Mr. PassMan. Yes. 

Mr. Commissioner, as to the program for the fiscal year 1957, do you 
have any scheduled for any of the underdeveloped countries? 

Mr. Vance. That is, a schedule as to when they will come in? 

Mr. Passman. No, whether or not any of these reactor projects will 
be scheduled for any of the so-called underdeveloped countries? 

Mr. Vancr. We antic ipate that quite a few lof the underdeveloped 
countries will submit project proposals in 1957. We know that they 
are now talking to American industry about reactors. They will make 
their initial approach to us after they have come to an agreement with 
American industry concerning the type of reactor they want. 

Mr. Passman. That is true, “but you have 17 countries for which you 
are asking funds for use in the fiscal year 1957. You mentioned that it 
is assumed that funds for the other 12 countries expected to qualify 
would not be required until after 1957. My question had to do with 
the 17 countries for which you are requesting funds this year, if any 
of them are in underdeveloped countries. 

Mr. Vocer. With your permission, Mr. Chairman, I will read a list 
of the countries which we expect to come in, in 1957. 

Mr. Passman. That is, the 17 countries? 

Mr. Vocet. Yes, the 17. 

Mr. Passman. Would you read them ? 

Mr. Vocen. The countries include Argentina, Colombia, Denmark, 
Greece, Ireland, Israel, Italy, Japan, Lebanon, Netherlands, Norway, 
Pakistan, Sweden, Thailand, Venezuela, Austria and Union of South 
Africa. 


Mr. Forp. That list is what? 
Mr. Vocet. That is a work list showing the countries which we ex- 


pect will submit requests for research reactor assistance, in the fiscal 


year 195 ive 
Mr. Passman. It is estimated that the cost of the reactors will be 


$700.000 each ? 





Mr. Voce. Yes. 

Mr. Passman. You are asking for $5,900,000 so as to make available 
$350,000 on a matching basis for each of the 17 countries just read 
into the record ? 

Mr. Vogen. Yes, sir; that is correct. 

Mr. Vance. That is correct, sir. 


FUTURE FUND REQUIREMENTS 


Mr. Passman. Mr. Commissioner, in your opinion, what will such 

a program eventually lead to, in requests for funds in future years’ 

fr. Vance. I have not any specific figure in mind, Mr. Chairman, 
but from the numbers quoted to you in the prepared statement, in 
which we speak of 12 countries which are expected to qualify after 
1957, I would think that, perhaps, this particular request represents 
what we might call the peak, so far as research reactors are concerned. 

Mr. Passman. After we have made a contribution of $350,000 to a 
Nation, that is the end of the requests on the United States Govern- 
ment to participate in this program ? 

Mr. Vance. That is our view. 

Mr. Passman. You make that statement with authority. If the 
same question is asked on the floor, we can say that this is a one-time 
proposition, but it could lead into a greater number of nations than 
the list read into the record. 


NEW NATIONS QUALIFYING FOR ASSISTANCE 


What other 12 countries are under consideration ? 

Mr. Voce.. We are negotiating agreements, even as of now, and 
there may be more than 12 countries which will be ready in the next 
fiscal year. 

Mr. Passman. In other words, the program could be extended, in all 
probability, to the 68 nations which we are helping with some type 
of aid at this time, if they are not producing them themselves? 

Mr. Vocen. I am not sure as to the number of them. 

Mr. Passman. I mean, those countries which we are assisting tech- 
nically or militarily. 


SOURCE OF REACTORS SUPPLIED 


Will these reactors be built by American firms? 

Mr. Vocet. There is a requirement that no such contribution is 
made to one of the governments unless arrangements have been made 
by the cooperating countries themselves with industry, and all of the 
countries which are now negotiating are negotiating with American 
industry. 

Mr. Passman. But if country X should decide that they would like 
to purchase this reactor from, let us say, Great Britain, if they are 
building one, under the present law, could they enter into that con- 
tract? 


Mr. Voce. Yes, indeed. On 
Mr. Passman. In other words, Great Britain would sell a reactor 


and we would reimburse them to the extent of $350,000? You are 
speaking with authority on that ? 
Mr. Voce. Yes, indeed. 
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LOANS TO RECIPIENT COUNTRIES 


Mr, Lanuam. Is there any possibility that the Export-Import Bank 
might make loans to countries like Great Britain to do this, instead 
of our doing it as a grant? 

Mr. Vocex. Yes, indeed, there is that possibility. 

We are operating, of course, as you know, under the President’s 
authority which talks in terms of contribution of one-half of the cost. 

In some instances, particularly in those countries where there is a 
rather rigid American dollar position, the countries have to find 
American dollars to finance their share, and in one instance, the matter 
has progressed to the point where they have gone to the Export- 
Import Bank and have had discussions with them. 

Mr. Lanuam. Then America would be furnishing the full amount? 

Mr. Voce. Yes, one-half by way of a grant and one-half through 
the Export-Import Bank by way of a loan. 

Mr. Lannam. And you would expect that to be repaid ? 

Mr. Voce. Yes, with interest. 


FUTURE FUND REQUIREMENTS 


Mr. Lanuam. I notice, Mr. Vance, you said that with respect to 
the experimental reactor, the building of these now was all that you 
could foresee. What other type of plants might these research reactors 
lead to? 

Mr. Vance. Eventually we believe that the installation of research 
reactors in some of these countries, and in, perhaps, most of them, 
would eventually lead to the building of power reactors. 

Mr. Lanuam. Would we then probably be asked to help finance 
those also ? 

Mr. Vance. No, sir; we have no intention of extending financial aid 
in the power field. 

Mr. Lanuam. At this time? 

Mr. Vance. No. 


GRANTS IN THE FUTURE 


Mr. LANHAM. I am just wondering what it might lead to in the fu- 
ture. and if this does not open up a field that might lead into millions 
or billions of dollars. 

Mr. Vance. No. I should say not, sir. 

Mr. Passman. Mr. Lanham has asked a very good question. I un- 
derstood previously when you replied to my question that this is a one- 
time proposition, and after we had made this expenditure, we would 
not be called upon at some subsequent date to appropriate additional 
funds to enlarge this program, so far as additional facilities are con- 
cerned. - 

Mr. Lanuam. He qualified that by saying that this is research. 

Mr. Passman. That is right. : 

Mr. Vance. I might say, further, that it is conceivable that we might 
have an individual situation where it would appear to be highly desir- 
able to help some country to have 2 reactors rather than 1 research 


reactor. 
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Mr. Passman. That would be $700,000 to each country instead of 
$350,000, and, as you have replied to Mr. Lanham’s question, and to 
mine, we were only going to have the expense of $350,000, and that 
would be a one-time proposition. But if they decided that they wanted 
to expand this program, it would not be expected that we would 
furnish funds for that purpose ? 

Mr. Vance. The circumstances might be these: Let us say that we 
have a country which is not financially well off, and it has two great 
centers of learning, each of which is capable as a source of trained 
personnel in this field, it might be highly desirable to have both of 
those training areas in operation, rather than just one. 

I do not know of any specific case of that kind, but that is a pos- 
sibility. 

SECURITY PROBLEM 


Mr. Wiaeteswortu. The security angle is taken care of by individ- 
ual agreements with each country prior to starting the projects, is it 
not ¢ 

Mr. Voce... These agreements do not really raise a security problem, 
as far as information goes, for the reason that they call only for the 
exchange of unclassified information. 

With respect to the special nuclear material, we will lease the fuel 
for the reactors to the cooperating countries. There are several ways 
in which we will take care of the security problem. One of them is to 
require that the fuel elements be returned to this country for repro- 
cessing and we retain title to the fuel. 

Also, the agreements for cooperation provide that accountability 
records on these fuels must be kept by the cooperating country. 

The reactor operating power will be recorded and full accessibility 
will be granted to United States personnel in order to make on-the- 
spot inspections and checks. 

Mr. WiceieswortH. There would not be American personnel sta- 
tioned at one of these setups, but there would be the opportunity to in- 
spect them from time to time ? 

Mr. Voce... Yes, indeed. 

Mr. WiccteswortH. The day-to-day operation is wholly in the 
hands of the country concerned ¢ 

Mr. Vocet. Yes, sir; that is correct. 

Mr. Vance. And the operating expenses are all paid by the coun- 
tries in question. 

Mr. Wiecieswortn. I do not think I have any further questions, Mr. 
Chairman. 


PROJECTS FINANCED OUT OF PRESIDENT’S SPECIAL FUND 


Mr. Forp. As I understand it, eight projects have been financed out 
of the President’s special fund. 

Mr. Vocet. We have made arrangements to finance eight of them 
out of the President’s special fund during this fiscal year. We have 
actually obligated these funds only in the case of Brazil and Spain. 
These countries are the only ones which have been in a position to fur- 
nish us sufficient information and facts for us to be able to approve the 
project and obligate the funds. 
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We expect that, perhaps, Norway, Denmark, and the Netherlands 
will come in this year, but we are not certain about it. 

This depends a great deal upon the arrangements the countries make 
with American industry and we, of course, do not attempt, in any way, 
to participate in those arrangements. So, my point is, we may not 
obligate the funds for all eight projects this year. 

Mr. Forp. It was originally contemplated that you would finance 
eight of them out of the President’s special fund in the fiscal year 1956? 

Mr. Vocet. That is right, sir. 

Mr. Forp. And predicated on that assumption, in addition, you were 
going to finance 17 more out of funds requested here for the fiscal 
year 1957? 

Mr. Vocet. Yes, sir; that is correct. 

Mr. Forp. Supposing you are not able to obligate in the case of the 
eight countries in the fiscal year 1956 out of the President’s special 
fund, would they still be financed out of the President’s special fund, 
but in this fiscal year 1957 ? 

Mr. Vocen. I do not believe so, but I would prefer to have Mr. 
Miller of our Controller’s staff answer that. 

Mr. Mittrer. I am not absolutely sure of this problem myself. We 
just became aware of this problem recently, and I have not discussed it 
with the finance people of ICA. The fact is that we have a lag in the 
program, and unless there is a corresponding lag next year, there may 
bea problem. I do not know the exact status of their funds, so we will 
have to work this problem out with ICA. 

Mr. Forp. It is conceivable then that there may be a time lag in your 
overall program between the 8th and the 17th, both in fiscal year 1956 
and fiscal year 1957 ¢ 

Mr. Miter. That isa possibility. We may, toward the end of next 
vear, be faced with a problem. 

Mr. Forp. It is true, however, we may be able to draw on the Presi- 
dent’s special fund in fiscal year 1957 just like you have done in part, 
or will in part, do in the fiscal year 1956 ? 

Mr. Minier. That may bea possibility. We might be forced to draw 
on them, if that is possible, for the remaining balance of the $2,800,000 
if we are to meet the rest of our program. 


EXPLANATION OF A RESEARCH REACTOR 


Mr. Forp. Could you give to a layman some explanation of what a 
research reactor is and how it ties into what we read about as a power 
reactor @ 

Dr. Manov. T brought along some charts to show you what a re- 
search reactor is. 

A chain reaction takes place when a neutron, which is one of the ele- 
mentary blocks of nature, hits an atom of uranium 235 and is absorbed. 
The combination becomes unstable and breaks up. This is called fis- 
sioning. 

Uranium has 2 twins, 1 which weighs 235 units, which is the one 
that fissions, and 1 which is inert which weighs 238. 

Now, a reactor and a bomb operate on the same general principle, of 
putting a neutron into uranium 235 and blowing it up, but the similar- 
ity stops there. A reactor is not a bomb. A reactor is a machine in 
which vou can control the rate of fissioning or uranium 235. 





901 


When uranium 235 breaks up we get a tremendous amount of heat. 
A little lump of uranium about the size of a sugar cube will give the 
equivalent of 3 million pounds of coal or about a quarter million gal- 
lons of good grade fuel oil in heat. We get heat out of this fissioning. 

No. 2 we get radiation which we can use in various ways and No. 
3, we get t ashes, or fission products. 

Shown on this first chart [indicating] is what we call the “swim- 
ming pool reactor” because it has a pool about the size of a swimming 
pool, some 20 by 20 by 25 feet deep. The uranium fuel rods are down 
here [indic ating}. This [indicating] is the business end. We have 
a sufficient quantity of this uranium to insure a self-sustaining reac- 
tion. Then in this core [indicating] we have some control rods. The 
control rods have the property of absorbing the extra neutron which 
would otherwise make the action self-sustaining, and in that way, so 
to speak, you put the brakes on your reaction. When we want the 
reaction to proceed we pull the control rods out slowly by means of 
a control mechanism, and the reaction builds up to a steady level. 
This is the principle on which all reactors operate—pulling out a 
control rod and letting the neutron fission the uranium 235, and re- 
lease more neutrons, and so on. It then reaches a steady power level. 

This swimming pool reactor is very popular because it is fairly in- 
expensive. The water in the pool serves three functions. First, when 
the neutrons come out from the uranium 235 they have a terrific 
velocity and we need to slow them down before the reaction can pro- 
ceed. We call this a moderator. The water slows down the neutrons 
and moderates them. 

The second function is that the water takes away the heat of the 
reaction. Thus, the water serves as a coolant. 

The third function of the water is that it acts as a shield against 
the gamma radiation. One can look through this water and observe 
the blue glow which is indicative of the reaction proceeding. 

A reactor like this is the kind that we sent to Geneva last year. The 
reactor pool at Geneva was circular rather than square, as indicated 
here. We had about 4 kilograms of uranium 235 with 20 percent 
enrichment. It is not weapons grade and is unclassified. With re- 
spect to secur ity, we have only to account for it and to prevent ordi- 
dary theft and malicious mischief. 

A reactor like this will cost something like $50,000 for the core, 
perhaps another $50,000 or $60,000 for the instrumentation, pan- 
els, motors, and so forth, and then a pool around it to contain the 
water and a building to house the whole thing. The total will run 
about $350,000 as you see it here. 

Now we have an operating reactor—a machine. It corresponds to 
your having an automobile engine without the tires, wheels, steer- 
ing gear, or the body. To make use of this reactor you need chemical 
laboratories and remote handling devices. We call them “hot-shops.” 
All this auxiliary equipment will run about another $350,000 and 
that will bring the total up to $700,000. 

You have a complete teaching tool and a very useful tool. This is 
one type of reactor. 

The second type of reactor which is quite popular is what we call 
our Argonne research reactor, or in our shorthand, C. P.-5, which 
is Chicago Pile No. 5. This is a reactor with solid fuel elements 
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like the —- reactor, but this time, instead of the ordinary water, 
we use heavy water, which comes to $28 per pound. This permits 
us to have a sister reactor, a higher flux of neutrons, which will 
let us do other types of experiments. From that point on everything 
is the same. 

This reactor, because of the heavy water and the other things, 
comes to about $2 million. It probably could be scaled down to get 
into the $750,000 range. It is for very advanced students, where you 
have several dozens of doctors of philosophy. 

For student training one would probably want the swimming pool 
reactor because in the swimming pool reactor you can actually pull 
out elements and determine the effect of fuel loadings, and so forth. 
You can arrange the elements in various geometrical patterns and 
show students graphically how the activity of the reactor changes. 

This [indicating | is the third type of reactor. The Commission has 
put a lot of thought into making training reactors as versatile, as 
cheap, and as safe as possible. This [indicating] is what we call our 
Argonaut training reactor. You can put it on a university campus 
without any problem except the normal problems of health and 
safety. 

This [indicating] is a solid fuel element. We use ordinary water 
to cool, moderate, and shield, and we also have some gr aphite blocks 
which bounce back the neutrons and give us a little better efficiency. 
This reactor also costs about $350,000. The building and the hot shop 
and so forth bring the total to about $700,000. 

Mr. WiccLeswortH. What are the dimensions overall ? 

Dr. Manov. The fuel rod stands about 4 feet 6 inches high, and 
the whole reactor assembly would be 8 or 10 feet high. Reactors are 
really good teaching tools. You can only get so far in teaching nuclear 
energy to students. It would be as though you were trying “to put a 
car together out of a book, but without mechanical parts. 

With respect to the utility of these reactors in foreign lands, let 
me add a personal observation. I was in charge of ‘the research 
reactor in Geneva. We had 63,400 people of all races, creeds, and 
colors and political beliefs come to that building in 2 weeks, and over 
and over again I heard them say the same thing—there is a peaceful 
atom. 

This, to my mind isa big contribution to peace. 


INSTALLATION OF REACTORS 


Mr. Forv. How long will it take you to actually install and con- 
struct these that are ¢ “ontemplated i in this program ? 

Dr. Manov. That is a good question. Normally, between 2 and 3 
years at normal cruising speed. We did the one for Geneva in 3% 
months, including the diplomatic relations, but a matter of 1 or 3 
years would be a more appropriate time schedule. 

Mr. Lannam. Why does it take so long? 

Dr. Manov. You want to be convinced that the reactor will be in 
a safe location. You want to have a good geological opinion as to the 
probability of an earthquake. You want to be sure that your piping 
and your plumbing are so that you do not feed radio-active materials 
the wrong way. These problems are easily taken care of, but it takes 
time to discuss these things on a national basis. It takes time to get 
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the people over here and back for conferences. There are no technical 
problems involved, however. 

Mr. Lanuam. Do you utilize the heat that is generated 4 

Dr. Manov. In these research reactors generally, no. What you 
want is knowledge. 

Mr. Lanuam. What about the power reactors? Do you use the heat 
for generating the power ? 

Dr. Manov. A power reactor is different from this type in that 
basically you want to get your temperature much higher so that you 
can produce steam under pressure. The steam, in turn, will rotate a 
generator and produce electricity. These research reactors, on the 
other hand, do not get hot; they operate at only a few degrees above 
room temper ature. “They are purposely made this way, but the basic 
principle is identical. 

Mr. Passman. Thank you very much, gentlemen. 


LANGUAGE CHANGES 
WITNESS 


JOHN E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Murphy, you have 41 proposed language changes. 

Mr. Murenuy. We have drafted here the proposed language changes 
with the present setup on the left-hand side of the sheet and on the 
right-hand side we have the explanation in each instance. I think 
that a brief word of explanation of what we have done this year might 
be in order. 

You probably recall for the past several years we have found it 
necessary to ask the Appropriations Committee each year to include 
a variety of authorities of a miscellaneous nature in the “Appropriation 
Act for this program. They included such things as authority to 
buy ice and drinking water abroad, and there were some twenty- 
odd of these authorities which we have had year after year. These 
items, of course, have always made the bill on the floor somewhat 
vulnerable because they would possibly be subject to a point of order. 
This year we have requested the authorization committees to include 
in the authorizing act as permanent legislation all of these authorities 
which make it unnecessary to repeat them in the Appropriation Act 
this fiscal year. 

Here is the way we did this: The President’s language in the au- 
thorization bill actually detailed each of the items in the authorizing 
legislation. 

Mr. Passman. Are all limitations made permanent under this pro- 
posal ? 

Mr. Murrny. That remains to be seen. The language that the Pres- 
ident sent said in the case where there was a dollar limitation in the 
past the limitation would become a permanent and annual limitation 
unless otherwise stipulated in an appropriation act. 

What the House did was this: Instead of detailing each of these 
authorities in the legislation as the President had requested, they 
authorized the use of the fund for purposes set out in section 102 of 
this year’s appropriation and said those things that had limitations 
on them would be subject to annual limitations. 
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The Senate committee, I understood, which has not formally re- 
ported out the bill, has taken the President’s language as transmitted. 
You will find that there are a lot of things in the last year’s act that 
no longer recur. 

If I may comment on item No. 2, I would like to bring your atten- 
tion to the fact that while the appropriation request is $3 billion, the 
authorization request which the President made was only $2,925 
million, and the difference in that item was the INFRA structure 
item which had previously been authorized on a 3-year basis, so no 
authorization was needed this year. The amount shown here, there- 
fore, is $75 million more than appeared in the request for the au- 
thorization. i hell 

Mr. Passman. What is the $3 billion item ? 

Mr. Murrny. Military assistance worldwide, and that includes the 
$75 million for the INFRA structure. 

The House, as you know, Mr. Chairman, passed an authorization 
bill which was for $1,925 million, which represented really a reduction 
of $1 billion in the authorization requested. 

In item No. 3, you will note, there is no new appropriation requested 
for direct forces support. That is because that item has been merged 
with the military assistance item this year and is included in the $3 
billion figure. 

Items 4, 5, 6, and 7 require no explanation. 

Mr. Passman. Turn to page 3, item 20. 

Mr. Murreuy. United Nations Children’s Fund. This is language 
to appropriate the funds authorized by section 406 (b) of the act 


for the United Nations Children’s Fund for the fiscal year 1957. It 
covers the contributions for the calendar year 1957 for that program. 
Mr. PassMAn. Without objection, we will insert in the record all the 
proposed language changes. Thank you, Mr. Murphy. 
(The language changes referred to are as follows :) 
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THURSDAY, JUNE 14, 1956. 
MurvuauL Security APPROPRIATIONS 


WITNESS 


HON. JAMIE L. WHITTEN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MISSISSIPPI 


Mr. PassMANn. The committee will come to order. 

We are certainly happy to have before the committee our dis- 
tinguished colleague in Congress and member of the Appropriations 
C ommittee, the very able chairman of the House Subcommittee on 
Agric ulture Appropriations, Mr. Whitten, who has requested time to 
testify before the committee. 

I can assure the members of the committee I welcome the oppor- 
tunity of asking our colleague to give us the benefit of his views. 

Mr. Whitten, you may proceed in your own way, sir. 

Mr. Wurrren. Mr. Chairman, | certainly appreciate your kind 
statements. I have high regard and deep feeling for each member 
of this subcommittee. There are no more conscientious and able 
Members of the Congress than yourself and the members of this 
subcommittee. 

In coming here, I feel as though I am discussing a mutual problem 
since we are all members of the Appropriations Committee. I have 
opposed the mutual-security bill and appropriation for a number of 
years; others equally as conscientious have supported it. Since 
apparently it is to be continued, I wish to discuss some actions that 
might well be taken to prevent some of the injury, which I think 
present policies bring about, and which would improve the operation 
of the program. I am chairman of the special subcommittee to 
inquire into the effectiveness and enforcement of the Antideficiency 
Act and of section 1311 of the Supplemental Appropriation Act, 1955. 


REPORT OF STAFF INVESTIGATORS 


I have a copy of the report of investigation here. The investigation 
covered the International Cooperation Administration and various 
Army and military activities in the foreign-aid field which were 
requested to be investigated. I am sure that report was made 
available to you because it was a joint investigation. 

May I ask that pertinent parts of that report, showing our investi- 
gators’ findings on the military foreign-aid program and the Inter- 
national Cooperation Administration program, be included in your 
report? 

Mr. PassMANn. Without objection, pertinent portions of the report 
will be included in the record at this point. 

(The information is as follows:) 
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INTERNATIONAL COOPERATION ADMINISTRATION 
(Formerly Foreign Operations Administration) 


Audit of 1954 certifications 

An audit made by the staff of the certifications of the June 30, 1954, balances 
disclosed the following: 

1. Unliquidated obligations balances certified by International Cooperation 
Administration (ICA) (formerly FOA) at June 30, 1954, were overstated by 
$415.7 million, and ICA has retained this amount in violation of the Mutual 
Security Act of 1954 which provides that such balances of unliquidated obligations 
as cannot be certified would not be made available during 1955. Detail of the 
amount overstated is as follows: 

In millions 
Unsupported financial statement figures 
Expenditures and adjustments not recorded 
Obligations which had expired as of June 30, 1954, certified but not included 

in deobligation figure below - 5 5550s 
Obligations cercified but not signed until after June 30, 1954 : 
Undated obligations issued last few days of fiscal year 1954 on which it 

could not be determined when both parties signed the document E 
Obligations certified as of June 30, 1954 but nee in major amounts 

during fiscal vear 1955_ _ __~ 
Amounts certified that had been recorded on books as disbursed prior to 

June 30, 1954 
Expe nditure refunds included in certification as of June 30, 1954_ _ 


Total 


2. Where an obligation is recorded, based on an authorization to a country 
to incur obligations, the ICA’s procedures provide that each country mission 
report periodically the obligations incurred against the authorization. The 
missions, however, are not reporting the obligations as required, consequently 
current information is not available to determine the amount of obligations 
incurred under the authorization. Under section 1311 there is some question as 
to whether an obligation exists until the country actually incurs an obligation 
against the authorization. ICA and its predecessor agencies have consistently 
maintained that the obligation is incurred when the authorization is issued, 
Actually the authorization is more in the nature of a commitment or reservation; 
however, no misunderstanding should arise if ICA continues recording the 
authorization as an obligation provided that all statements and certifications are 
footnoted to show the total amount of authorizations classified as obligations and 
the amount of actual obligations incurred against the authorizations. 

3. The total deobligated in fiscal year 1955, was $183.1 million. In deobligat- 
ing the amounts ICA termed them valid June 30, 1954, obligations. The facts 
indicate otherwise, as by their very nature many of them should not have been 
certified as of June 30, 1954. Of the amount deobligated $151.3 million could be 
traced into reobligations during 1955. 

4. The deobligations included amounts which could not be identified with the 
original obligation. Refunds from prior years’ expenditures fall within this 
eategorv. These refunds, amounting to $12.7 million, were not credited back to 
the original program authorization but credited to a blanket account. Subse- 
quently, ICA determined that these refunds were not proper for credit to ‘Mi,- 
cellaneous receipts” and deobligated and reobligated them in 1955. 

5. The question of reobligating deobligations has been a vexing one during the 
past seve ral vears. The law is not clear in this respect and it should be amended 
to state clearly the disposition that can or must be made of deobligated amounts. 

These findings were under the following directive: 


I. DrrREcTIVE 


By directive dated August 16, 1955, the House Committee on Appropriations 
instructed its surveys and investigations staff to inquire into the effectiveness and 
enforcement of the Antideficiency Act and the history, operations under, and 
effectiveness of section 1311 of the Supplemental Appropriation Act, 1955, par- 
ticularly in defense and mutual security programs because of the magnitude of 
their financial operations 





921 


II. Score or INQuIRY 


The staff’s inquiry covered the following matters: 
Section 1311, Supplemental Appropriation Act, 1955: 
June 30, 1954 certifications: 
Department of Defense (all departments) 
International Cooperation Administration 
Department of Justice 
Atomic Energy Commission 
June 30, 1955 certifications: 
Department of Defense (all departments) 
Department of Justice 
Atomic Energy Commission 
Section 3679, Antideficiency Act: 
Department of Defense (all departments) 
International Cooperation Administration 
Post Office Department 
Department of Justice 
Department of Agriculture 
The agencies listed above account for the major portion of governmental expendi- 
tures and in their operations should include every conceivable financial situation 
that might arise. 

A review of the audits made by the General Accounting Office of certifications 
submitted at June 30, 1954, under section 1311, Supplemental Appropriation Act, 
1955, did not reveal any serious problems in agencies other than those covered by 
the inquiry. 

A review of violations reported under section 3679 of the Antideficiency Act 
and discussions with the Bureau of the Budget indicated the major problem areas 
to be within the agencies covered by the inquiry. 


III. SuMMARY 


The results of the staff’s inquiry concerning compliance with the provisions of 
section 1311, Supplemental Appropriation Act, 1955, are summarized as follows 


DEPARTMENT OF DEFENSE 


A, Audit of 1954 certifications 

1. The staff audit found the certifications completely unreliable and the records 
in such condition that it was impossible to determine with any degree of accuracy 
what amounts were proper for certification. 

2. The unliquidated obligation balances certified for the regular military ap- 
propriations are estimated to be overstated by at least $2 billion. 

3. The unliquidated obligation balances certified for the military defense as- 
sistance appropriations are overstated by at least $400 million, whereby the 
Department of Defense has retained this amount in violation of the Mutual 
Security Act of 1954, which provided that such balances of unliquidated obliga- 
tions on June 30, 1954, as could not be certified, would not be made available during 
1955. 

). 4. The records and documents pertaining to unliquidated obligation balances 
were not in such form as to facilitate audit and reconciliation. 

5. The documents representing unliquidated obligations were not totaled and 
reconciled to the control accounts. 

6. Criteria for determining unliquidated obligations were not properly or 
uniformly applied. 

7. Test checks were made by the staff at various locations within the military 
departments. The tests disclosed that under the circumstances a complete audit 
requiring many thousands of man-hours would be required to determine exactly 
the amount proper for certification. 

8. Certificates that were to be submitted December 31, 1954, under the law, 
were not submitted until July 13, 1955, more than 6 months late. 

9. Insofar as the 1954 regular military appropriation certifications are con- 
cerned, the net effect of the overstatements would be the reporting of incorrect 
balances to Congress for its consideration in appropriating new moneys. The 
amounts so overstated in the case of no-year funds would eventually revert to 
unobligated balances and be available for reobligation. In the case of l-year 
funds, the overstated amounts would revert to the unobligated balances and, 
presumably, not be available for reobligation. 
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10. With reference to the overstatement in the military defense assistance 
appropriations unliquidated obligation balances for June 30, 1954, there is the 
problem of certified balances not meeting the criteria of section 1311 that should, 
under the law, have reverted to the Treasury but which were, because of the 
overstatement, made available for obligation and/or reservation by the’ Defense 
Department during fiscal year 1955. 


B. Audit of 1955 certifications 

1. The certifications for June 30, 1955, balances, due on September 30, 1955, 
were submitted as follows: 

The Navy submitted its reports by October 8, 1955, with one exception. Cer- 
tificates on major accounts in the Air Force and Army were received during 
December, most of them on December 23, 1955. As of January 10, 1956, the 
Army had not certified to balances of $1,020 million. 

2. Unliquidated obligation balances certified were as follows: 

In millions 

$5, 061 

} Mees. oe nN 7, 252 
Air Force 2 aoe ; ; . 13, 234 
Defense _ Ké 306 
’ a ie 25, 853 

Due from Army 1, 020 


POA e05 us : . 26, 873 

3. At least $400 million of military defense aid appropriations, overstated at 
June 30, 1954, and retained in violation of the Mutual Security Act of 1953, were 
still being retained at June 30, 1955. (See this report on June 30, 1954, certifi- 
cations.) 

4. The records and documents supporting unliquidated obligation balances are 
not in such form as to facilitate audit and reconciliation. 

5. Generally, trial balances were not run by the Defense agencies of balances 
on individual documents and reconciled to the control accounts. In those in- 
stances, during the examination, where an attempt was made by the staff to 
reconcile the documents to the control accounts, the control accounts were found 
to be overstated. 

6. Expenditure data on the installation records does not agree by hundreds of 
millions of dollars with the official expenditures reported by the Army and Air 
Force in reporting official year and balances and in issuing certifications. For 
certifications, the installations, therefore, are restricted to reporting only gross 
obligations. The official expenditure figures are then inserted at the departmental 
level to arrive at the certification balances. The Army avoided the error com- 
mitted in the June 30, 1954, certification by inserting the departmental expendi- 
ture figure in its June 30, 1955, certification. The extremely unsatisfactory 
condition of expenditure records precludes the stating of any accurate recon- 
cilable amourts for certification by the installations. 

7. Substantial amounts were deobligated by the services in fiscal year 1954 
and prior l-year accounts during the period April 30, 1955, to June 30, 1955. 
The net decrease according to reported figures was $541 million. Actual 
deobligation was in excess of this amount as adjustments increasing the obligations 
and new obligations are netted in these figures and cannot be separated. The 
amounts by Department were: 

In millions 
Aymy i... i .... $292 
Navy --- a wis — he , 6S 
Air Force___. : 191 


Total oe = Ost 


8. Substantial amounts were also deobligated prior to June 30, 1955, in the 
1955 1-year accounts and in all the no-year accounts. The exact amount of 
deobligations could not be determined in the Army and in some bureaus of the 
Navy due to the intense obligating activity in these accounts. One case in 
point, where verification was possible, occurred in the Navy, Bureau of Aero- 
nautics, where the Bureau, prior to June 30, 1955, deobligated $997 million 
representing reservations for spare parts, engineering changes and miscellaneous 
items that were not definitized by a valid amendment to the contract. 
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In the major procurement accounts of the Air Force deobligations were: 


In my 


May and June 1955__-_-_- ‘ , ‘ aie 31, )27 
July,1 to Nov. 30, 1955_.___-- 2, 116 


143 


9. The departmental internal audit groups conducted audits of the aie 
obligation balances at June 30, 1955. Their audits were reviewed in detail. In 
the Army and the Air Force the criteria used and the audit results were generally 
satisfactory. The scope and reported action on the findings of the Navy audit 
are considered unsatisfactory. Summary details of the results of the depart- 
mental internal audits follow: 


Army: In millions 

Recorded unliquidated es ie eae te : $6, 229 
Amount examined_ co ; ; 4,190 
Percent examined (67.; 3) 
ET VGM OUNMNNIOM nk ce neues 
Adjusted _ ae Ss 
Unadjusted (principally spare parts) _ - __-- 
Unrecorded obligations..........._..--- 

Navy: 

‘Recorded unliquidated obligations -_ - - - 
Amount examined _--_- as 

Percent examined (2 28. 4). 

Invalid nent - 

Adjusted. 

U Inadjusted- S eterico tae 
Unrecorded obligations_ he 


1 Not reported, 


The Navy audit was confined to 1955 transactions only and did not determine 
to what extent obligations recorded on the books for prior years were invalid. 


Air Force: In millions 

Recorded unliquidated obligations___.......-_-_-- Le ee, 
Amourt examined_________--_- ib. : be mM u 9, 737 
Percent examined (72.3). 
Invalid ene er eee pata Se ne ee 1,710 
Adjusted - nee : ; ie LS bs ip 1,710 
U nadjusted _ :' : pees : Sere a - None 
Unrezorded obligations (29.5). 


10. Projecting the audit findings on a mathematical basis to the unexamined 
portions would indicate additional invalid obligations approximating as follows: 


In millions 
CRON esis ; . naked sie gaderate Mibileih fe IE cw OOO t 
Navy nae ae ue “es = sae 
Air Foree____- whet , ; ra 656. 3 


retel......- ade 3 a oo ewes 752. 6 

To what extent invalid items are included in the unexamined portions is a 

sible to determine; however, it is likely that they are present in the same propor- 
tions as the examined portion. 
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11. A comparison of the reported unliquidated obligation balances at June 30, 
1955, with the amounts later certified is as follows: 
{In millions] 


Reported Certified Decrease 


Mee 1 $6, 529 2 $6, O81 | $448 
Navy wd bb : lee ncaa 7, 604 7, 256 352 
Air Force.........- ; : 3 114, 845 3, 234 | 1, 611 
Defense __- “N 5 aE eee : 323 306 17 


2, 428 


Total co Sal 29, 301 | 26, 873 


i These amounts do not agree with those shown in par. 9 above inasmuch as the Army and Air Force 
yuditors used selected obligation figures and did not reconcile to the reported figures. 
2 Includes for comparative purposes $1,020,000,000 not vet certified. 


12. The $2,428 million is offset to some extent by lapsed appropriations in - 
cluded in the reported balances but which were not certified under Section 1311. 
These amounts by Department were: 


{In millions] 


Lapsed Net decrease 
es a | under sec. 
balances 1311 


Decrease 


Army--. $30 
Navy a) 

Air Force 33 | 
Defense ; 17 | 


Total 2, 4: 362 | 


The amount of $2,066 million is after the departments added for certification 
purposes unrecorded obligations at June 30, 1955. 

13. Under date of December 23, 1955, Mr. W. J. McNeil, Assistant Secretary 
of Defense (Comptroller), wrote the chairman of the Committee on Appropria- 
tions, House of Representatives, that the Defense Department, relying on the 
MDAP certifications (which were overstated in excess of $400 million), initiated 
in June 1955, through the President, a request to reduce the 1956 budget request 
for MDAP by $225 million. The letter further states that the overstatement 
would be offset in part by actual disbursements during fiscal year 1955 and in 
part by subsequent execution of valid obligating documents. Actually, as 
explained in the section of this report discussing the 1954 certifications, the over- 
certification of MDAP resulted for the most part from an understatement by the 
Army of the expenditures applied against otherwise valid recorded gross obliga- 
tions. Under the circumstances, the Assistant Secretary’s explanation does not 
alter the fact that a violation of law occurred and the amount overstated should 
revert to the Treasury as prescribed by law. A copy of the Assistant Secretary’s 
letter is attached as appendix A. 

14. The impact of section 1311 on defense appropriation accounting can best 
be described by a summary of the amounts involved in the points covered in the 
examination. They are: 





millions 
Deobligations during May and June 1955 in 1954 and prior l-year 
counts : $541 
Deobligations during May and June 1955 in no-year accounts of Air 
Force _ ; sates ’ , 027 
Same as above in the Nav Vv “Bureau of Aeronautics 997 
Deobligations subsequent to June 30, 1955, but deducted from certifica- 
tion- : , 066 
Deobligations, July 1 to Nov. 30, 1955, by the Air Force and apparently 
not considered in the certification: 
Recorded deobligations, July 1 to Nov. 30 § 
Net reduction evidenced by certification 


2, 
| 


16 
578 


, 


Additional questioned items disclosed by examination: 
Sundry Army Ordnance items 
Army spare parts reservations 
Bureau of Ships suspense item 
Bureau of Aeronautics letters of intent 
Total , 6, 3! 


Nore.—Possible invalid obligations in unexamined portions are not included above. 
Complete reconciliation of documents to the control accounts will undoubtedly disclose other items similar 
to the Bureau of Ships suspense item of $219 million. 


15. The figures summarized above indicate that aggressive action, although 
belated, was taken to bring the unliquidated obligation balances within the 
criteria set forth in section 1311. Some few problem areas remain. They are 
not insurmountable and could be resolved prior to the June 30, 1956, certifications, 
provided all echelons in the Department of Defense agree to operate on a unified 
basis. 

16. Problem areas in the enforcement of section 1311 have been, for the most 
part, confined to appropriations for major procurement. Minor problems, mostly 
concerning transportation, have arisen in the maintenance and operation appro- 
priations, although the amounts involved have been relatively insignificant. The 
problem areas are a matter of record and continuing enforcement will eliminate 
the problems that still remain. The departmental internal audit groups of the 
Army and Air Force have been doing excellent work in reporting on invalid obli- 
gations. More ready acceptance in the past of their findings, particularly in the 
Army, would have placed the records in better shape at June 30, 1955. 

The recording of improper expenditures in the Army and Air Force will 
continue to be a serious problem until such time as only the official expenditures 
are posted to the installation records. Until this is accomplished the audit of 
individual document balances and reconciliation of them to the control accounts 
is virtually impossible. 

18. The examination indicated very few instances where the criteria for record- 
ing obligations were actually misunderstood as the wholesale deobligating by the 
departments might seem to indicate. Proper application of the criteria in the 
future can eliminate the necessity for deobligation at the end of the fiscal year. 

4. Certifications at June 30, 1955, were overstated by some $83,200, representing 
unused portions of authorizations to use witnesses, etc., which were paid or 
‘canceled prior to June 30, 1955. 


B. Immigration and Naturalization Service 
Obligations overstated at June 30, 1954, were computed as follows: 


Overstatement of obligations for personal services at field offices (re- 

sult of inclusion of estimates rather than actual amounts for over- 

time and special inspection services) - - ~ $106, 643 
Overstatement resulting from FOES as ; obligations items which 

were subsequently canceled _ 61, 863 
Understatement resulting from use of amounts reported to Washington 

from field offices, which amounts had not been completely revised to 

checks-issued basis ee (39, 468) 
Understatement of oblig: ition for pens lty mail. Obligation of $15 000 

was recorded at June 30, 1954. Subsequent payment in July 

amounted to $124,711. weed (109, 7 


Net overstatement 
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A GAO audit of June 30, 1955, certifications showed an overstatement of 
$170,000 by INS, primarily from an overstatement of obligations for personal 
services. Better control and review of unliquidated obligations in the Department 
of Justice would have eliminated most if not all of the questionable items. 


Mr. Wuirten. I truly believe our foreign aid program, as admini- 
stered, has largely brought about our present agricultural problem. 
I know of the concern each of you has about this problem. I primarily 
wanted to present to you the two amendments which I offered on the 
floor last year, which I think would do a whole lot to cure some of the 
ills which exist in our foreign aid program. You will recall the first 
amendment was to provide that: 

No part of the funds herein appropriated shall be available for expenditure so 
long as the funds heretofore appropriated for such purposes and unexpended by 
the Mutual Security Administration exceed $3 billion. 

That $3 billion, as you can imagine, is just a figure that I had to 
grab from your hearings last year; but some such provision is the 
best way I can conceive to bring some order out of chaos, getting 
these people to put the record straight and keep the record straight. 
If that language were used, then you would require that they justify 
to the Bureau of the Budget and to the Office of the ¢ ‘omptroller 
General, on a practical basis, that they get down to that level, and it 
would give added protection for these funds and for the handling 
of this huge program. 

Mr. Lanuam. Is that an unexpended or unobligated figure? 

Mr. WuitteNn. That is unexpended. 

Mr. Passman. Under the proposed amendment, would it include 
military, technical, and economic aid, as a total? 

Mr. Wuirren. This is the language of the amendment I offered 
last year. What I am putting forward for your consideration is the 
proposal that Congress place a checkrein on new funds until amounts 
on hand are brought in line. As to the figure and as to whether you 
wished to make separate provisions on the two major phases, would 
be up to you. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Wuitrten. My purpose in coming here—and I naturally do 
not have the same information you have in detail—is that perhaps 
I have some information from outside sources which does not reach 
you. Ishall be glad to offer amendments but if you could incorporate 
such language it would be better. Once you get on the floor, it 
becomes a competitive situation. 

As chairman of this special committee, certainly I have come in 
contact with some of the problems you have, and we will have some 
further hearings on other phases of the problem. 


EFFECT OF FOREIGN-AID PROGRAM ON AMERICAN AGRICULTURE 


In connection with agriculture, our investigation by the Appropria- 
tions Committee has disclosed many facts which raise serious questions 
and convince me that our foreign-aid programs are largely responsible 
for the present bad agricultural situation in the United States. 

This investigation shows the following. I quote pertinent findings 
from the Appropriations investigators report: 
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During the period July 1, 1947, to August 1, 1955, the United States Export- 
Import Bank of Washington made loans of $260 million to foreign countries for 
farm machinery and equipment. The International Bank of Reconstruction 
extended $500 million in loans for the same general purposes. 

From April 3, 1948, to March 31, 1955, the United States foreign aid program 
provided $984,159,436 in United States dollars to promote agriculture in foreign 
countries and created $710 million of counterpart funds for furtherance of agricul- 
ture in those countries. During this period the International Cooperation 
Administration granted a total of $476,819,000 for agricultural machinery, trac- 
tors, and equipment for foreign countries. 

On June 1 of last year, there were 738 United States agricultural technicians— 
paid by our Government—on duty in foreign countries, helping to increase agri- 
cultural production. Two hundred and forty of such agricultural technicians 
are located in Latin America. 

Largely financed by the United States, 1 million new acres of fine farmland have 
been added in Mexico through irrigation. Production of cotton in that country 
has doubled since 1950-51—from 1,151,000 to 2.2 million bales. This year 
Mexico’s exports have increased from 742,000 bales to 1.8 million bales, which is 
as much as the United States will export for dollars at its high offering price this 
year. Much of the Mexican production is financed by American financial 
interests. 

The same situation exists with regard to many other countries in South and 
Central America. And in recent weeks, through the Aswan Dam proposal, the 
United States has taken the first step to help finance the development of 2 million 
new acres in Egypt. 

India, where the United States financed 2,600 deep irrigation wells, has in- 
creased cotton production 50 percent since 1950—51 and will have a 4-million bale 
oop in 1955-56. 

oreign dairy production has been increased by 740 million pounds of cheese 
and 66 million pounds of dried milk in the years 1950-54. During that period, 
while the United States would not sell competitively, exports of cheese from the 
United States dropped from 47.5 million pounds in 1950 to 5.4 million pounds 
in 1954, 


Before our committee, it was testified that under Public Law 480, 
where we assist foreign countries through that means, a considerable 
part of this foreign currency ends up as purchasing money for Ameri- 
can tractors and farm equipment and various other equipment which 
expand foreign production and put American agriculture out of 
business. 

As a result of the investigation of our subcommittee, which brought 
out these facts—as can be verified—we have had a considerable 
change in the policy in the Department of Agriculture. Formerly 
the foreign aid people, the State Department, opposed our selling in 
world trade on a competitive basis because they said all foreign 
countries would object. We had an investigation and it developed 
that— 


all foreign countries take what action they deem necessary to help move their 
agricultural commodities. I cite the following examples of subsidies provided 
by other countries. France pays $1.40 subsidy per bushel to export wheat; 
Uruguay pays a subsidy of 47 percent on beef exports; Australia pays an export 
subsidy on butter and cheese of 11 cents and 7 cents respectively; and Colombia 
pays a 40-percent subsidy on tobacco exports. Brazil has met the export prob- 
lem by juggling its rates of exchange. All these foreign countries move their 
commodities by one means or another. The United States seems to be one of 
the few countries which fails to take whatever steps may be necessary to keep its 
commodities moving into world markets. 


Until we had an investigation which brought these facts out, the 
Department of Agriculture had few facts and was stymied by the 
State Department, which had taken the position that foreign countries 
would object; yet our investigation shows that foreign countries are 
taking the same action all the time. 


78669—56——_59 
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It comes back to this: I think the greatest weakness we on the 
Appropriations Committee have—and that includes myself—with re- 
gard to foreign aid, is that we are dependent upon the facts provided 
by the very folks who are giving us trouble in our efforts to keep the 
dollars and cents in line, and in our efforts to kepe them following sec- 
tion 1311 and use the program on a proper basis. 

I should like to respectfully urge the subcommittee to ask for an 
investigation, in detail, of how this program is working, so that you 
would have the information from your own investigators. If it is as 
enlightening as the investigation I had on agriculture, and if it will 
have the same effect in even partially changing the attitude of the 
State Department that these facts have had on the Department of 
Agriculture, it will certainly be worth the time and effort. 

In verification of what I have said, I think you will find some very 
interesting information can be presented by Mr. Charles S. Roberts, 
a native of my State, who has had the opportunity to observe these 
programs in foreign countries for years. I do not know whether you 
have had Charles 8S. Roberts before you or not, but I took him to see 
Mr. Taber 2 years ago, and to see Mr. Cannon again this year, and, 
Mr. Chairman, I asked him to go to see you. 

Mr. Roberts was in Korea and, later, in Pakistan. He brought 
pictures back here to show that while we were providing rolling stock 
and metal and steel and all those things to Pakistan, they had great 
supplies of them there unused. He took pictures all over the country 
of Pakistan showing where they had tons and tons and millions of 
dollars worth of the very things we were furnishing through foreign aid. 

His explanation as to why they did not use the supplies within that 
country was highly interesting. The financiers in government could 
get no commission on using what they had on hand. But as long as 
we supplied it through foreign aid and it went through the Govern- 
ment, those in charge of the Government, in turn, could charge 15 or 
20 percent commission. 

In other words, they get their cut on it if we push in our aid. 

We had witnesses before our committee who told us how to make 
Public Law 480, sale of agricultural commodities for foreign cur- 
rencies, work. He had actually made a trade with the powers that 
be in one South American country whereby it was arranged with 
American machinery manufacturers to give those people a high 
commission to sell their farm machinery, so that they zot their cut, 
and then they in turn got their government to go ahead with Public 
Law 480 agreements. We sent in farm commodities; they bought 
farm machinery to put our agriculture out of business. 

In other words, as long as the powers that be get a cut on it, they 
constantly are in favor of our continuing this aid program. Pushing 
it is where they get their commission. 

If within the country they could pick up the metal, which is still 
there, and things of that sori, ii might help the local sitution, but it 
would not feather the pockets of the people in power. 

If any of you have seen the pictures Mr. Roberts took, or have 
talked to him, you know he is a conscientious man with a splendid 
background. He is a man of experience. He came here having been 
experienced with this work, with no ax to grind. 

I think you can realize how important it is to have your own in- 
vestigators check these matters; not to check the dollars and cents and 
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the accounting and the bookkeeping, which shows a bad picture, but 
to go into these countries to find out the present economic level as 
compared with the economic level prewar, to find out what part of 
that which we send ends up in the hands of the Government and the 
people and what part ends up in the hands of a few profiteers and to 
determine what price the local people pay for what the United States 
gives away—for as you know, it is sold to the people. 

We should find out what part of this foreign aid is used to put us 
out of business. Our own investigation shows a substantial amount. 
About thé best illustration I have heard on the foreign aid program 
was about the taxi driver in New York who picked up a passenger 
folding a newspaper with big Foreign aid headlines. As the man got in 
the taxicab, the taxi driver asked what he thought of foreign aid. 
The passenger turned the question back and asked the cab driver, 
‘‘What do you think of foreign aid?” 

And the taxi driver said: 

“Well, I have worked and paid for my taxicab, and I have $3,600 
in the bank. If I want to help some poor fellow, that is all right, so 
far as buying him groceries or giving him a ride is concerned; but 
foreign aid is just about as smart as my taking my $3,600 and buying 
him a taxicab.”’ That is ridiculous. 

Investigations by my subcommittee show we are putting ourselves 
out of business because we are providing the funds, the machinery, 
the dams, the drainage, the gins, and the tractors to put foreign coun- 
tries in business for export, while we thereby put our farmers out of 
business. 

That leads to the second amendment, which I think is supported by 


my investigation—the investigation by the Appropriations Commit- 
tee. I wish you would read that report. It really supports this amend- 
ment: 


Nor shall any of these funds be used for technical or other assistance for agri- 
cultural production of commodities exported by such countries which are in surplus 
supply in the United States. 

If it is the desire to raise the standard of living in some country, let 
us help them supply the things they need in that country. When we 
provide cotton gins and tractors and threshing machines and all those 
things, so that they can produce more wheat, which they never pro- 
duced in the past, and so they can produce more cotton, which they 
never produced in the past, for export, it leads to pressure on our 
Government to hold commodities off the world markets; and such 
course has led to the farm situation which you have today. 

I have no desire that you accept the amendments word for word, 
but the amendments are an attempt to provide needed limitations. 
They are amply supported by the record on the handling of money 
by the International Cooperation Administration. 

My other thought was that by all means the appropriations com- 
mittee should have its own investigation to find out whether this pro- 
gram works or not. I know you are all familiar with the fact that 
each year when this bill comes up, everybody who supports it goes 
home saying how much he cut it. On the other hand, the bill is 
always offered on the basis that we should be w illing to spend bil- 
lions to prevent a war and to secure the peace. We would be, but I 
wonder if we are not doing more harm than good. 
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There are enough questions being raised about this program so that 
we need to have an independent investigation and an analysis by the 
Appropriations Committee to see whether it is doing either 1 of those 
2 things. Such an investigation report will come to you gentlemen. 
I know you wish the facts whatever they are. 

Having labored on this committee for all these years, and having 
heard Mr. Roberts, who has been in Korea and also in Pakistan, and 
having seen evidence of a high degree of prosperity throughout the 
world, and having talked to the NATO countries and other countries, 
it appears we have reached the point where every time we provide 
more foreign aid, they cut down on their own military support, 
moneywise and soldierwise and every other way; and it is high time 
we had some facts developed instead of being dependent upon the 
very folks who are running this program, because that is where you 
now have to get your information. 

That is about all I have to offer, Mr. Chairman. 

Mr. Passman. I might state, Congressman Whitten—and certainly 
for the record—that it was my privilege to meet and talk with Mr. 
Roberts. I am thoroughly convinced that he is sincere, and he went 
so far as to tell me that he would pay his own expenses to come from 
Mississippi to Washington to testify before this committee. At this 
time we are giving some thought as to the wisdom of inviting Mr. 
Roberts to appear before the committee. 

Mr. Wuirtten. I should like to call to your attention, Mr. Chair- 
man—it is to some extent extraneous, but it will give you some idea 
of how we handle an investigation with regard to agriculture—the 
information relating to the newest investigation which my subcommit- 
tee has asked for agriculture. 

I will not do the actual investigating but the head of our staff will 
get specialists in this field who will go out and get the facts: I have 
spelled out what it is that troubles me, where I can see some evidence 
of something that ought to be checked on. 

Mr. Gary. I have been thinking about that for some time. 

Mr. Wuirten. You are in a better position to spell out the order 
than I. 

The earlier investigation which we had was carried out along the 
same line. The earlier one covered subjects such as: 

Increased foreign agricultural production. 

United States interests furnishing financial support to foreign agri- 
cultural production. 

Special tax concessions on income from production in other coun- 
tries. 

Financial interests of members of advisory groups. 

Foreign aid funds used to encourage agricultural production. 

You can pinpoint your request to the point where they come back 
with specific information, and then we are in better shape to deal 
with this highly controversial program. 

Mr. Chairman, I am sorry to burden you with the problem of 
listening to another member of the Appropriations Committee, but 
I do appreciate the opportunity to present to you the findings and 
conclusions we have reached as a result of study in my job as chair- 
man of the Appropriations Subcommittee for Agriculture, and on 
the finances of the ICA. 
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Mr. Passman. Congressman, let me assure you—and I know I 
speak for every member of the committee—that we are very appre- 
ciative of the information you have given to us. I know it will be 
of great value when we start marking up the bill. 

I think every member of the committee is agreed that your sugges- 
tion that a complete investigation should be made is a good one. I 
think Mr. Gary suggested that before. Almost every member of the 
committee has. 

I think the time is here when there should be some type of investiga- 
tion made. Iam afraid if we do not do it, we are going to be subjected 
to so much criticism by the American people that we may have to 
drop our heads. 

Mr. Wuirten. Thank you, Mr. Chairman. 


Murvau Security APPROPRIATIONS FOR 1957 


WITNESS 


WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON OFFICE, COOP- 
ERATIVE LEAGUE OF USA 


Mr. Passman. Next is Mr. Campbell here to testify in behalf of 
economic aid. I understand you have a brief statement. 

Mr. CamMpBELL. Sometimes it is as fast to read a brief statement 
as to talk ad lib because sometimes you get carried away just talking. 

Mr. Passman. We will be happy to have you read your statement. 

Mr. CampsBe.u. Thank you. 

The Cooperative League of the USA has a very great concern for 
the policy and program of technical and economic foreign aid, for we 
know that its results may shape the destiny of our country and the 
world in the months and years to come. 

The Cooperative League is a national federation of consumer, 
supply, and service cooperatives. Its affiliated member organizations 
include in their membership approximately 13 million different 
families who own cooperative businesses of various kinds through 
which they obtain farm supplies, insurance, consumer goods, electric 
es savings and credit, health services, housing, and other needs. 

hese 13 million families represent a very large group of American 
taxpayers who are willing to bear their just share of the costs of such 
programs which contribute to better world understanding, a higher 
standard of living, and peace. 

The economic and technical aid program—helping people to help 
themselves—is one of the principal routes through which we can 
eventually achieve world peace. For this reason, it is this program 
in which we are particularly interested and to which we wish to direct 
the attention of the committee. We do not feel qualified in the fields 
of military and defense support aspects of the mutual security program. 
You will have before your committee people to speak to those parts 
of the program. 

The United States program of technical and economic development 
carried on through the International Cooperation Administration is 
very commendable and has our enthusiastic support. This bilateral 
program has grown in amount and stature over the last 6 years and 
is now a significant part of our foreign policy. A few years ago this 
program was limited to technical assistance in the fields of basic 
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education, village health and elementary agricultural extension. 
These programs are still being carried on; but today the ICA is also 
engaged in peaceful uses of atomic energy, in projects such as the 
Asian Nuclear Research Center, and the training of technicians under 
bilateral agreements to assist some 28 countries in developing national 
research programs. In a well-rounded operation the ICA is assisting 
in development of hydroelectric and other resources, while at the 
same time helping people improve methods of planting rice, marketing 
arts and handicrafts, developing cooperative credit systems, and 
creating patterns of village improvement applicable on a countrywide 
basis. 

The amount authorized by the House of Representatives for this 
program—$140.5 million—is certainly not excessive, and is about the 
same as was appropriated for the program last year. 

In relation to the development assistance program, another factor 
should be kept in mind. We have come to realize that technical 
assistance, as important as it is, becomes a catalytic agent which 
prepares people for economic development. It calls for a supple- 
mentary economic program which will take advantage of the new 
skills, techniques, know-how and drive which come almost auto- 
matically out of the technical assistance program. The development 
assistance program provides the funds for this type of activity. We 
urge the committee approve the authorization of $243 million. This 
is certainly a reasonable figure—or perhaps a small amount in terms 
of the growing need. 

The expanded technical assistance program carried on through the 
United Nations specialized agencies, we feel, is even more significant 
than the amount authorized by the House for United States contri- 
bution would indicate. 

In a world which is seeking a maximum amount of liberty, freedom 
and independence, the United States can achieve its greatest effec- 
tiveness by helping people to help themselves. This means helping 
nations to help themselves, too. The multilateral technical assistance 
program helps strengthen all of the nations of the free world through 
concrete, constructive and fully cooperative activities. The voluntary 
nature of the contributions of some 78 countries to the U. N. technical 
assistance fund means that we have achieved an international program 
of organized self-help. 

Our investment in U. N. technical assistance of $15.5 million is met 
by contributions of other developed countries as well as the less 
developed receiving countries. Cash contributions are supplemented 
by an estimated $60 million contributed by receiving governments to 
the local costs of the projects. When these factors are taken into 
account, the State Department estimates that the United States 
percentage of the total cost of the program for 1955 was approximately 
17 percent. It is contributions of this kind which underline the com- 
pletely cooperative character of the program which is one of its greatest 
strengths. 

Since the majority of members of the cooperative league are farm 
families, we have a very special interest in the work of the U. N. Food 
and Agriculture Organization. The FAO has pioneered in technical 
assistance ever since its establishment in 1945. It has helped people 
to grow 2 blades of grass where 1 grew before, to raise more adequate 
crops, and to eliminate disastrous and wasteful plant and animal 
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diseases which had cost hundreds of millions of dollars in reduced 
food and fiber. The number of people who have actually been saved 
from starvation through this program is impossible to estimate. 

Similar things could be said about the technical assistance work of 
the World Health Organization, the U. N. Educational, Scientific 
and Cultural Organization (UNESCO), the International Labor 
Organization, and the smaller specialized agencies which carry on 
technical assistance programs. We strongly recommend that the 
authorized appropriation of $15.5 million be made for this cooperative 
endeavor. 

In summary, we urge that the committee approve the full author- 
izations of $243 million for development assistance, $140.5 million for 
United States technical cooperation programs, $15.5 million for the 
expanded technical assistance program of the United Nations, and 
$1.5 million for the organization of American States. 

We are in favor of a more flexible program and a program which 
would make longer-range commitments possible and are sorry that 
the House of Representatives did not include these in the program. 
We were sorry, too, that the Congress did not include in the program 
a program of multilateral economic development which would parallel 
the work of the U. N. expanded technical assistance program, such as 
the Special U. N. Fund for Economic Development (SUNFED). 
We firmly believe there is much to be gained by programs in which 
many nations cooperate to raise the living standards of the less- 
developed areas of the world. 

The Cooperative League has long felt that the technical assistance 
and economic development programs are one of the most constructive 
parts of American foreign policy. The concepts of peace, democracy 
and freedom cannot alone fill the empty stomachs of the two-thirds 
of the world’s people who go to bed hungry each and every night. 
Raising the living standards of this two-thirds of the world by helping 
people to help themselves can do much toward easing tensions and 
making these concepts a reality. 

Mr. Passman. Thank you, Mr. Campbell. I am sure I express 
the sentiments of the entire membership of the committee in saying 
we are grateful you took sufficient time to come before the committee 
to make the views of your organization known. Thank you very 
kindly. 

Mr. Campseti. Thank you. 

Mr. PassMan. Next is Mr. Edward Snyder of the friends com- 
mittee. It isa pleasure to give you the time. You may use the time 
in any way you see fit, sir. 


TECHNICAL COOPERATION, ReruGEE RELIEF AND UNitTED NaTIONs’ 
CuHILDREN’s RELIEF PROGRAM 


WITNESS 


EDWARD F. SNYDER, ON BEHALF OF THE FRIENDS COMMITTEE 
ON NATIONAL LEGISLATION 


Mr. Passman. Next is Mr. Edward Snyder of the Friends Com- 
mittee. It is a pleasure to afford you this time. You may use the 
time in any way you see fit. 

Mr. Snyper. Mr. Chairman and gentlemen, my name is Edward 
F. Snyder. I am legislative secretary of the Friends Committee on 
National Legislation, 104 C Street NE, Washington, D. C., an organi- 
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zation which seeks to represent many of the concerns of Friends, but 
which does not claim to speak for the whole Society of Friends, whose 
democratic organization does not lend itself to official spokesmen. 

I appear here today in support of the appropriations for extension 
of technical cooperation, humanitarian economic aid and the refugee 
and children’s relief programs of the mutual security program. 

These are the constructive programs through which we seek to help 
those in other countries who by accident of birth, do not enjoy the 
advantages which we in this country do. As President Eisenhower 
said in a speech before the 12th Annual Conference of the Advertisin 
Council on April 3, 1956, strongly supporting this program of technica 
and economic assistance: ‘‘Every dollar we put into this kind of thing, 
if it is intelligently spent, is to my mind in the long run worth any 
five we put just in sheer defense, because in the long run it is a con- 
structive thing.” 

There are moral considerations to this question which should be 
borne in mind. We live in the richest and most prosperous Nation 
in the world. As long as a majority of the world’s people go to bed 
hungry every night—as long as sickness, illiteracy and economic and 
political disadvantage are widespread—we cannot and should not 
rest easy. 

Secretary of State Dulles on April 30 before the Senate Foreign 
Relations Committee put it this way: 

The United States is far and way the most wealthy nation in the world. Our 
productivity is not much less than that of all the rest of the world put together. 
Our annual per capita income is over $2,000, whereas in the newly developing 
countries of Asia it is under $100. The United States cannot live either happily 
or safely as an oasis of prosperity in a desert of misery. 

No wealthy individual can .ive happily in a community of poverty to which 
he is indifferent. It is the same with the society of nations. Always the wealthy 
and economically developed nations have in fact helped less-developed countries 
to develop. We were helped from abroad when we were beginning to develop 
this continent. That is a law of social life and we cannot violate it except at 
our peril. 

We are concerned, however, that despite this statement, the Secre- 
tary of State went on to say thai 83 percent of the funds requested 
in the mutual-security program by the administration were for mili- 
tary items. It is our conviction that economic aid and technical 
assistance should be divorced as far as possible from military con- 
siderations. It is our hope that a positive rationale for these con- 
structive programs may be developed so that they will be viewed as 
a cooperative effort by the American people to help other people 
develop their God-given potentialities, rather than a negative reaction 
to another nation’s foreign policy. 

These constructive programs are very much in the long-term inter- 
est of the United States. They can help build strong, stable, inde- 
pendent governments and thus greatly enhance the prospects for 
peace. 

Moreover, the United States needs to encourage both worldwide 
markets and worldwide sources of raw materials and supplies if we 
are to maintain a rising standard of living and an expanding economy. 
Peter Drucker, in an article entitled ‘“‘America Becomes a Have-Not 
Nation” in the April 1956 Harpers, points out our increasing depend- 
ence on other nations for raw materials, and makes some rather star- 
tling projections of our future needs. He emphasizes the necessity of 
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increasing exports if the United States is to earn the required foreign 
exchange to pay for the imports needed to sustain our growing indus- 
trial system. He urges that America take the lead in promoting the 
rapid economic growth—and especially the rapid industrial growth— 
of the raw-material-producing countries. ‘The rapid industrializa- 
tion of the countries that produce raw materials is, therefore,” writes 
Mr. Drucker, ‘‘the best investment the United States can make in its 
own economic future. It is, moreover, the foremost ambition of these 
countries themselves.” 

We urge especial consideration of the appropriations to the United 
Nations and the various specialized agencies. While these sums are 
a small portion of the total amounts authorized, they represent money 
well spent. A United Nations program offers the following advan- 
tages, among others: (1) It draws on technical personnel and 
experience from all over the world, and thus provides an opportunity 
for people in all countries to help others; (2) it enables United States 
dollars to go farther, pooled with contributions from other countries 
in the U. N. program; (3) it removes one of the most damaging charges 
against the present United States bilateral assistance program—that 
it may tend to control and dominate the internal or external policies 
of other nations. 

It is a matter of regret to the Friends Committee that the executive 
branch opposes United States participation at this time in the Special 
United Nations Fund for Economic Development (SUNFED)—a 
program which would provide a splendid opportunity to share in a 
U. N. program of economic aid. Congressmen Brooks Hays and 
Chester Merrow, United States Representatives to the Tenth Session 
of the U. N. General Assembly, in their recent report to Congress 
indicated a hope that the Secretary of State would reexamine the 
present United States position and offer some constructive modifica- 
tions which would enable our Government to participate in SUNFED. 

We wish especially to urge your support for the United Nations 
Refugee Fund (UNREF). The Second World War which ended 
more than 10 years ago is just a memory for most, but for a consider- 
able number of refugee men, women, and children, estimated at about 
300,000, it is still a bitter, living reality. 

The United Nations Refugee Fund, established as a result of General 
Assembly action on October 21, 1954 and carried out under the 
direction of the United Nations High Commissioner for Refugees 
hopes to find a permanent solution to this pressing problem through 
a number of programs. Emigration of refugees is promoted where 
possible. A variety of programs are in operation to help refugees 
integrate into their present country of residence. Emergency assist- 
ance is also provided for the destitute, the sick, the aged, and those 
in transit. The UNREF program supplements the United States 
escapee program and the work of the Intergovernmental Committee 
on European Migration. 

This is the second year of an expected 4-year $16 million program, 
and the United States is asked to contribute $1.5 million for the 1956 
program, and $800,000 as a partial appropriation for 1957. We urge 
this committee and the Congress to approve all of these requests. 
The full amount requested would appear necessary if the 4-year goal 
is to be met. 
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We in this country escaped most of the ravages of the last war and 
because of distance we have, unlike many European countries, even 
escaped having the refugee problem thrust upon us in a major way. 
We should do all in our power to aid in finding a permanent solution 
to this problem which will lift these people out of the despair which 
they now suffer. 

Ocean freight costs of shipment of relief supplies under section 
409 (c): It is our understanding that, in view of certain provisions of 
the Agricultural Act of 1956 signed by the President on May 28, the 
section in H. R. 11356 which amends section 409 (d) of the Mutual 
Security Act is no longer necessary. Thus the $14 million authorized 
by the House to pay ocean freight costs on agricultural surpluses 
shipped overseas -by the approved voluntary agencies need not be 
appropriated. 

We are concerned, however, that the full amount under section 
409 (c) be appropriated to cover the ocean freight costs on shipments 
of relief and rehabilitation supplies overseas by approved American 
nonprofit voluntary agencies. This year the sum authorized by the 
House is $1.4 million as compared with the sum of $2 million which 
was authorized and appropriated last year. We feel this sum of $1.4 
million is the absolute minimum. Representatives of the American 
Council of Voluntary Agencies for Foreign Service, Inc., told the 
House Foreign Affairs Committee and the Senate Foreign Relations 
Committee that $2.5 to $3 million could be used by the voluntary 
agencies in this program, under which food, clothing, medical and 
hospital supplies, school supplies, hand tools for trades and agriculture, 
and other self-help supplies are distributed abroad on a person-to- 
person basis. We understand the Senate Foreign Relations Com- 
mittee has under consideration an amendment to increase the sums 
available for ocean freight for these relief items. We urge this 
committee to grant the full amount authorized by the Congress. 

It has been repeatedly pointed out that private agencies should 
participate whenever possible in the efforts of this country in the 
foreign-aid field. It is unfortunate that not enough money has been 
authorized to allow these nongovernmental agencies to expand their 
programs to the limit of their capabilities. 

In our view, the constructive programs of development assistance, 
technical cooperation, aid to refugees, children and others are extremely 
important in building the conditions for a peaceful world. While 
the appropriations involved are substantial, it is perhaps well to 
remember that they constitute only a small percentage of the total 
request for the mutual-securitv program (about 17 percent) and an 
almost insignificant portion of all Federal appropriations. Last year 
only about 1.4 percent of the total Federal appropriations went for 
such programs. 

The ideal expressed by President Eisenhower in his state of the 
Union message on January 5, 1956 is perhaps appropriate here: 

“The sum of our international effort should be this: the waging 
of peace, with as much resourcefulness, with as great a sense of dedica- 
tion and urgency, as we have ever mustered in defense of our country 
in time of war.’’ 

It is in this spirit that we hope the members of this committee will 
consider the positive programs of assistance and development pro- 
vided in the mutual-security program. 





Mr. Passman. Mr. Snyder, I am sure I speak for every member of 
the Subcommittee on Appropriations in saying that we thank vou for 
taking sufficient time out to appear before this committee and make 
known the views of the Friends Committee. Thank vou very much. 

Mr. Snyper. I appreciate appearing before this very hard-working 
committee of the Congress. 

Mr. Passman. Thank you so much, and we are so glad vou could 
come down. 

We will now hear from Mrs. Farwell of the National Congress of 
Parents and Teachers. 


Unitep Nations CHILDREN’s FuND 


WITNESS 


MRS. ELIZABETH T. FARWELL, MEMBER OF THE WASHINGTON 
COMMITTEE ON LEGISLATION, NATIONAL CONGRESS OF 
PARENTS AND TEACHERS 


Mr. PassmMan. We will now hear from Mrs. Farwell of the National 
Congress of Parents and Teachers. Mrs. Farwell, I think you were 
here last year? 

Mrs. Farweuu. Yes; I was. I understand I am the last witness, 
and I will make my statement very short. I know you will appreciate 
that. 

Mr. PassMaNn. I want to say we are pleased to have you: appear 
before the committee and make known the views of your organization. 
I think you requested 5 minutes, but if you need more time, just take 
whatever time you wish. 

Mrs. Farwe... I think I can limit it to 5 minutes. 

Iam Elizabeth T. Farwell, a member of the Washington committee 
on legislation for the National Congress of Parents and Teachers. | 
am submitting this statement for Mrs. Clifford N. Jenkins, national 
chairman of legislation. I appreciate very much the opportunity of 
appearing before you today to represent the National Congress of 
Parents and Teachers, which is a volunteer group with 10 million 
memberships. 

Our organization’s continuing interest in the growth and develop- 
ment of the United Nations Children’s Fund is well known to you. 
We are proud of the 10-year record of the United States in this humani- 
tarian effort, and are most eager to have the United States continue 
to support the program in its present self-help form. 

We regard the $10 million UNICEF request for fiscal 1957 as the 
absolute minimum needed to support the worthy projects which have 
already received and will receive UNICEF endorsement. Nations 
requesting UNICEF aid have contributed matching funds, or better, 
and are taking over the resultant programs as fast as their economies 
and know-how will allow. The National Congress of Parents and 
Teachers reiterates its stanch support of this program and of the $10 
million request for the coming year. We believe all children are our 
children, wherever they may live. 

Mr. Passman. Mrs. Farwell, I want to say that you impresssed the 
members of this committee when you appeared before us last year. 
There was certain information you furnished me in my office which 
caused me to check into this. If I understand correctly, you are now 
getting the amount your organization recommended in previous years? 
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Mrs. FaRWELu. Yes; we are. 

Mr. PassMan. I know you are very busy and I believe I speak for 
every member of the committee when I say that we are very grateful 
to you for taking time out of your busy life to make a personal appear- 
ance and speak for your organization. 

Mrs. Farwe .u. I appreciate the opportunity very much. 


Unitep Nations CHILDREN’s FuND 


WITNESS 


MRS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY, CITIZENS 
COMMITTEE FOR UNICEF 


Mr. PassMaAn. The next witness is Mrs. Virginia M. Gray, of the 
Citizens Committee for UNICEF. 

Mrs. Gray. I am Virginia M. Gray, executive secretary of the 
Citizens Committee for UNICEF. The Citizens Committee for 
UNICEF is an informal clearinghouse of legislative information for 
a number of national organizations which support continued United 
States participation in the United Nations Children’s Fund 
(UNICEF). Some of these organizations appear before you indi- 
vidually to present their views. Others, listed below, have authorized 
this joint statement: 

American Association of University Women 

American Parents Committee 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church, Women’s Division of Christian Service of “the 
Board of Missions 

National Association of Social Workers 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 

This year marks the 10th anniversary of the establishment of the 
United Nations Children’s Fund. Many members of our organiza- 
tions have followed the work of UNICEF from its beginning. They 
have been deeply gratified by its accomplishments and often amazed 
that so much good has been achieved with such a relatively small 
amount of money. Our organizations have demonstrated their ap- 
proval by voting to support continuing United States contributions for 
UNICEF in order that this work may expand to reach more of the 
world’s children who are suffering from the evils of hunger and such 
medieval diseases as yaws, leprosy, or malaria that should and can be 
completely eradicated from the 20th century world. 

The executive branch has requested an appropriation of $10 million 
as the United States contribution to the Children’s Fund during the 
calendar year 1957. Our organizations heartily support this request. 
In the total mutual security program which this committee is con- 
sidering, the UNICEF contribution represents one-fifth of 1 percent 
of the total; yet, if an evaluation were possible that could measure 
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the results achieved by each dollar spent for UNICEF, this program 
could be seen clearly as one of the most effective instruments of 
United States foreign policy in terms of the good accomplished. 


THE NEED GROWS 


As the emphasis in the work of the Children’s Fund has shifted from 
emergency relief to the planning of long-range programs for the per- 
manent improvement of child health and welfare conditions, assisted 
countries are recognizing more and more fully the fact that a great 
many of their children have urgent basic needs that should be met. 
Thus UNICEF aid is becoming increasingly practicable locally as the 
recipient countries develop their own understanding of how to help 
their children effectively. This has resulted in the increased need for 
funds for the planning of such projects as: 

1. The drive to eradicate malaria from the world. 
ae A campaign to attack yaws on a continentwide basis in 

rica. 

3. Expanding efforts to develop and make available to children 
protein rich foods in areas of chronic malnutrition. 

4. Growing acceptance of basic maternal and child welfare 
projects. 

5. Cumulative growths in the capacity of needy countries to 
utilize all types of UNICEF aid. 


UNITED STATES LEADERSHIP IS VITAL 


Our organizations endorse this broad vision on the part of the 
UNICEF Board. We believe that United States leadership has con- 
tributed a great deal to the success of the work so far. We believe 
that the United States should continue to exercise a vital role in this 
constructive and humanitarian work in the zone immediately ahead. 


It becomes more important than ever, in the present state of inter- 
national relations, that no one at home and no other country be al- 
lowed to weaken the prestige and goodwill that have accrued to the 
United States from its share in this work. 

United States leadership has been vital, not only in terms of dollars 
given but also in setting an example to other countries and in stimulat- 
ing contributions from other governments. In 1955 a total of 
$6,630,771 was received by UN ICRF from 71 governments other than 
the United States. This represented an increase of 25 percent over 
such gifts the previous year, and an increase of 110 percent over 1950 
when 29 other nations gave $3,162,000. The UNICEF office estimates 
that more than $7 million will be received from governments other 
than the United States in 1956 as a result of their very strong efforts 
to enlist the increased financial participation of other governments. 
It is hoped that there will be a further increase in 1957. UNICEF, 
based on voluntary gifts from many countries, is an inspiring example 
of successful international cooperation. 
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CHARACTERISTICS OF UNICEF THAT HAVE CONTRIBUTED TO ITS UNIQUE 
POSITION 


The Children’s Fund has demonstrated beyond a doubt the sound- 
ness of its conception and the efficiency of its operation during the 
9 years of its existence. 

1. It has focused attention on the needs of children. Activities for 
the benefit of children, removed from political or ideological con- 
troversy, attract great public interest and support. 

2. It has maintained a practical approach to the problem of helping 
children by selecting those programs in which the recipient country 
will be in a position to continue after UNICEF’s immediate assistance 
has terminated. Thus the gains are made permanent, 

3. UNICEF aid, primarily in the form of supplies and equipment, 
is tangible and produces immediately apparent results. UNICEF 
functions thus in support of the technical activities of other U. N. 
agencies such as WHO, FAO, and the U. N. Bureau of Social Affairs. 

4. Coordination of policy and of operations, by UNICEF and other 
U. N. agencies working in related fields, has been remarkably effective. 
In a report by the Secretary General of the U. N. to the Economic and 
Social Council on a recent study of problems of coordination, the 
conclusion was reached that UNICEF and the other agencies accom- 
plish by joint action progress which no one of them could achieve 
alone. 

In conclusion, may we urge you, the members of this committee 
who share with all of us a firm belief in the tremendous value of 
UNICEF’s work, to assure the continued leadership of the United 
States Government and the American people in this great work for 
a more hopeful future for the world’s children. The fact that over 
100 million children in more than 100 countries and territories have 
already benefited, and that in 1956 an additional 38 million will be 
assisted, is ample testimony of why our continued support is essential. 
A contribution of $10 million in 1957 is certainly an irreducible mini- 
mum for the United States share in the work of UNICEF. 


Unitep Nations CHILDREN’s FuND 


Mr. Passman. The committee is in receipt of a communication 
from the General Federation of Women’s Clubs which will be made a 
part of the record at this point: 


STATEMENT FOR THE AUTHORIZATION OF THE APPROPRIATION FOR THE UNITED 
Nations CHILDREN’s FuNpD 


I am Mrs. R. I. C. Prout, president of the General Federation of Women’s 
Clubs which was chartered by Congress in 1901. We have a direct membership 
of 875,000 women in the United States. Our affiliated membership numbers 
5% million in the United States and 5% million women in 55 countries of the world. 

The General. Federation is grateful for the opportunity to record our views in 
behalf of appropriations for the United Nations Children’s Fund. The inter- 
national membership of this organization is made up chiefly of wives and mothers 
who view the welfare of children as one of the primary concerns, not only of the 
United States Government, but of all the countries of the world. Besides en- 
deavoring to save children from suffering, our members work to insure healthy 
and productive citizens for the future. Women know that character is built 
during childhood and that adequate food, clothing, health, education, and spiritual 
guidance are basic needs. 
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UNICEF has been more successful than any other agency in focusing worldwide 
attention on the welfare of children. The upward trend, from 30 governments 
participating in 1950, to 71 governments participating in 1955, is evidence of the 
growing willingness of nations to cooperate in supplying the needs of their children. 
Because it appeals to a universal element in human nature, UNICEF is a powerful 
ally in creating an atmosphere of working together, which is so necessary in our 
steps toward peace. Moreover, the fact that countries accepting aid, matched 
each UNICEF dollar by spending an average of $1.66 themselves, is visible proof of 
their concern to provide benefits for their children. 

The immediate and more dramatic need just after the war of feeding the starved 
and emaciated children of Europe is not now so urgent. We are able to work 
toward a less tangible but nonetheless essential, long-range goal of prevention. 
We can supply medicine as well as milk; we can supply drugs and equipment, 
chemicals, to improve sanitation, as well as food. By raising the health standards 
of the children of the world, we are helping to eliminate health hazards for our 
own children. 

A country blessed with bounty such as ours, and founded upon precepts of 
brotherhood and service, should willingly assume and continue leadership in 
alleviating suffering and want among children. We believe UNICEF has filled a 
pressing need in our world, and we earnestly desire the continued participation of 
our Government in fostering the well-being of children. 

The General Federation of Women’s Clubs urges the full appropriation of 
$10 million be granted for the use of UNICEF. We believe this sum is the mini- 
mum necessary to continue services at their present level. We consider it a good 
investment both for humanitarian reasons and for the best interest of our Nation. 


STATEMENT OF NATIONAL FARMERS UNION 


Mr. PassMAN. The committee is in receipt of a communication 
from Mr. James G. Patton, president, National Farmers Union, 
which will be made a part of the record at this point. 


(The matter referred to follows:) 


STATEMENT OF JAMES G, PaTTON, PRESIDENT, NATIONAL FARMERS UNION, 
CONCERNING Mutual Security APPROPRIATIONS 


Mr. Chairman and members of the committee, the membership of National 
Farmers Union through delegates to our recent national convention have expressed 
a strong and continuing interest in activities and programs which bear upon the 
Nation’s effort to increase the economic strength, productive capacity and living 
standards of the free world. We look upon such activities and programs as 
essential to the attainment of peace and better living for our own citizens as well 
as citizens of the other free nations. Moreover, we look upon such programs 
not as foolhardy benevolence, but as a commonsense approach to the attainment 
of peace and of our own security and survival. 


IFAP 


National Farmers Union is a member of the International Federation of Agri- 
cultural Producers. This is an organization made up of national farm organiza- 
tions of the various countries of the free world. Mr. Patton was honored in being 
elected vice president of this international farm organization and a member of 
its executive committee. Representatives of member organizations from other 
countries represented in IFAP have convinced us that the farmer memberships 
they represent have similar interests to farmers in the United States Grounded in 
the farm areas of the world, there is a deepseated desire for peace and the strength- 
ening of the free and democratic world. From all reports, farmers behind the 
Iron Curtain share the interests of farmers of the free and democratic nations in 
increasing the sphere of human freedom and betterment. 

Last year Harper’s magazine carried an article entitled “Why Communism 
May Fail.’”’ The essence of the article is that the Soviet system is most likely to 
break up because it refuses to recognize the truth about how former owners of 
family farms in Russia react to having their farms collectivized and members of 
farm families subjected to the will of their communistic bosses. To quote the 
author: ‘‘Perhaps the most dangerous enemy of communism is the stoic, passive 
peasant in Eastern Germany, Poland, the Soviet Union itself, China, and northern 
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Vietnam. * * * The passive figure of the peasant trapped in totalitarianism is 
joined as a potential mortal enemy of communism by the farmers of the free 
world * * * notably in the underdeveloped areas and perhaps most notably, at 
the moment, by the awakening of the Indian peasant.” 


PURPOSE OF STATEMENT 


At the outset, Mr. Chairman, we want to state our support for what we under- 
stand to be the objectives of the mutual-security program. National Farmers 
Union has supported the defense, economic development, and technical assistance 
phases of the program each year since its inception. While we have done so, we 
are becoming more and more concerned that somehow we have lost sight of the 
objectives of the program or how to operate it to attain the proper objectives in the 
present international situation. 


UNEASY WORLD 


We are living in an uneasy world, a world in which one-half of the people 
are trying to climb out of hopeless poverty and dependence on the economic ladder 
to security and freedom. These people of Asia, the Middle East, Africa, and even 
Latin America, most of them bypassed by the industrial revolution of the 19th 
century—some even bypassed by the dynamic political ideas that culminated in 
the American and French revolutions—are more than half of the people of the 
non-Communistic world. They may well decide the fate of all free and democratic 
societies. Recognizing this fact, the leaders of Soviet Russia are launching a 
campaign to ensnare the people of the lesser developed areas, bringing them 
into the Communist camp. While the Communists are reported to be doing well 
on the side of the military, their emphasis in these lesser developed areas is on 
trade and capital investment. They have promised a great deal, and what 
they promise is exactly what these developing nations need. 

While we are faced with a formidable new kind of challenge—what some are 
calling the Soviet ‘‘new look’”’—we are still with the old look; we still cling to our 
narrow, rigid, unimaginative policies. 

United States foreign policy in the absence of any new ideas or direction bumbles 
along its meandering course, from crisis to crisis, from brink to brink. We have 
never had such unsure direction, such inept diplomacy. 


NATIONAL FARMERS UNION PROGRAM 


Delegates to our convention have indicated support of ‘adequate appropria- 
tions for development of essential national defense.’’ In so doing, recognition 
has been given to the need for a reliable modern defense force for the free world 
a to act in concert to bring any aggression to trial before world opinion, 

owever, the “‘new look’”’ in the Soviet Union under which emphasis is placed on 
manipulation of the internal weaknesses of nations in the interest of the Soviets 
means that United States’ concentration on military aid alone will not be effective 
in furthering the cause of human freedom and betterment. 

The President has stated that we need to provide more economic aid to under- 
developed countries and that each dollar of economic aid is worth five spent on the 
military. But expressing the position of the United States on SUNFED (Special 
United Nations Fund for Economic Development), a delegate of the United 
States on November 8, 1955, said: 

“The demands of defense still call for vast amounts of the world resources, 
which obviously means a heavy burden on taxation, and a consequent curtail- 
ment or postponement of many desirable economic and social programs—A 
United Nations fund supported only by the relatively small resources which 
apparently could be made available to it by member countries under existing 
circumstances would, we feel, make little impact upon the worldwide problem of 
economic underdevelopment.” 

Ambassador Henry Cabot Lodge, Jr., is quoted in the New York Times, April 
29, 1956, as saying that the present world situation requires the United States to 
channel a larger share of its foreign aid through the United Nations. He said, 
and I quote, “Multilateral aid offers a way to prevent the so-called auction which 
some are trying to promote between the United States and the U.S. S. R. as to 
which will spend the most in an underdeveloped country.” 

Lodge stated further that a sound multilateral program would provide “no 
cover for engaging in political pentration, which is what the Communists do and 
which we are unjustly suspected of wanting to do.” 
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Since Ambassador Lodge aptly expressed our position of long standing on 
economic-aid programs, our national president wired him as follows: 

“United States answer to adverse trends in foreign policy should be to take 
lead in establishing a ‘‘World Economic Development Agency’’ of the type pro- 
posed as the United Nations Special Fund for Economic Development. 

“National Farmers Union is in accord with recent developments which indicate 
a change in policy concerning the establishment of an agency to administer econ- 
omic aid programs within the framework of the United Nations. 

“It is imperative that economic aid programs not be used to interfere with self- 
determining ambitions of any nation, nor to perpetuate totalitarianism or colon- 
ialism. Multilateral economic and technical aid programs operated by the United 
Nations will promote best material well-being, employment, production, and trade 
in ways that will enrich human life, eliminate economic weaknesses, and promote 
faster rate of economic growth and development in the underdeveloped nations.”’ 

Apparently Ambassador Lodge was expressing his personal views on multi- 
lateral economic and technical aid since his position has since been repudiated by 
the President and administration leaders. 


HOW MUCH ECONOMIC AND TECHNICAL AID? 


The administration requested funds for economic development and technical 
assistance disassociated with military expenditures as follows: 


Development Assistance (defense support)_.........-------- lial aacitilaas 
i 6 erat le ea mnineniniin eehiimeneene poem y 
President’s Emergency Fund 

Special Fund for Middle East and Africa_.............------------ id 
Foreign atomic reactor projects 


About a billion dollars more will be expended for economic development (de- 
fense support) under the administration budget. However, such funds are ex- 
pended in connection with military programs where the primary reason for giving 
aid is to boost the economies of those countries with men under arms. 

The Administration has requested about $4.9 billion under H. R. 10082 for 
foreign economic and military aid programs. Of this amount only about 30 
percent will go for economic aid and technical assistance (includes funds going into 
defense support, development assistance, technical cooperation, President’s special 
fund, and other related programs). 

In spite of the President’s remarks that he favors more economic aid, only 
about 10 percent of $4.9 billion asked for by the administration will be funds which 
are exclusively outside military expenditures (these are the programs for which 
total expenditures amount to $533 million as indicated in the tabulations above). 

Mr. Chairman, National Farmers Union sees the need for a strong defense 
among the free and democratic nations. But we are convinced that we are in 
a error in assuming that effective military pledges can be brought in under- 

eveloped nations whose people as yet have not attained something they really 
want to defend. 

Aren’t we putting the cart before the horse in our attempt to make military 
allies out of people who haven’t yet won the battle against poverty, hunger, 
disease and illiteracy? Wouldn’t we be on firmer ground if we began to orientate 
our aid programs away from military emphasis, and toward healthy relationships 
between free and self-respecting peoples just the same as would exist between a 
giver and a recipient in a family neighborhood in any one of the free and democratic 
nations. 

ROLE OF THE UNITED NATIONS 


The influence of the United Nations in extending multilateral programs of 
economic development is being lessened as the “have’’ nations give attention to 
enlarging bilateral programs of economic assistance. For example, the financing 
of the Aswan Dam for Egypt involves as much money as the total goal of the 
Special United Nations Fund for Economic Development (SUNFED) which we 
have seen stopped cold due to the failure of the United States and the United 
Kingdom to participate. 

Secretary Dulles has suggested the possibility of placing the emphasis among 
the North Atlantic Treaty Organization nations on social, economic, and political 
development. While this, under proper conditions, could be a constructive step, 
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we believe the establishment of an agency to administer economic aid programs 
within the U. N. framework is an infinitely better approach. 

With the United Nations offering economic aid, smaller nations will more readily 
accept it because of the fact that every vestige of domination by a larger nation 
has been removed. To a new nation struggling to stand on its own feet this has 
been demonstrated to be of great importance. The administration has com- 
pletely overlooked this important fact. 


FARMERS CONCERNED 


The tragic and unnecessary setbacks in our relations with our free and demo- 
cratic neighbors of the world is particularly disturbing to the farmers of the United 
States. 

The peoples of Asia and Africa are struggling for a democratic society, freedom 
from colonialism, living wages, fair and rising labor standards, progressive forms 
of taxation, the elimination of discrimination based on race, color, nationality, 
religious beliefs, caste, or sex and enough to eat and wear. These kinds of aspira- 
tions, farmers of the United States can understand. What they cannot under- 
stand is why we can’t have a foreign policy which will reflect our genuine interest 
in human freedom and betterment in the underdeveloped areas of the world. 

As far as farmers are concerned, there is no better illustration of our weakness 
and shortsightedness than our inability to make constructive use of our stockpile 
of food in the area of need. Certainly, our adversaries, if blessed with such an 
asset, would recognize such stocks as an asset to be used creatively and boldly, 
for their own aggressive, expansionist purposes. Surely, we are not so devoid of 
imagination that we eannot devise the ways to use our stocks on a loan or grant 
basis with interest focused primarily on raising living standards in the poverty 
stricken areas. Our first thought is such a program need not be of our interest, 
because in serving the interests of people who are trying to budge the gap of 100 
or more years in economic development, we will serve our own. 

Farmers of the Nation, Mr. Chairman, are convinced that in the foreign policy 
where what we do, as important as this is, is not always as important as how we do 
it. The “how” of our foreign policy is our great weakness at this time. 

The United States, along with the other “have’’ nations of the West, will have 
to do more than talk about human freedom and liberty. We are going to have to 
actively demonstrate through humanitarian action what we mean. 

There are about 2,600 million members of the human race on the earth. Half 
of them still go to bed hungry every night. Two-thirds of them suffer from poor 
diets. 

The man who digs in the rice paddy of Ceylon, or scratches with a stick in the 
earth of India, is becoming more and more important to us. What he thinks, 
feels, and believes is of growing concern to every person in this Nation. 


NATIONAL FARMERS UNION RECOMMENDATIONS 


To reverse the current adverse trends in foreign economic policy, National 
Farmers Union proposes the following specific actions: 

1. Participation of the United States in establishment of a Free World Eco- 
nomic Development Agency of the type proposed as the United Nations Special 
Fund for Economic Development (SUNFED). What is needed is a vast expan- 
sion of the type of work done by the Export-Import Bank, World Bank, and the 
World Monetary Fund, with greater emphasis on economic growth and less upon 
short-term repayment ability. 

2. United States appropriations of economic and technical assistance to other 
democratic nations and for cultural exchange, such as the Fulbright program, 
should be greatly expanded with as much as feasible of such aid extended through 
the instrumentalities of the United Nations and the specialized agencies such as 
Food and Agriculture Organization. 

Those parts of these programs that cannot under current conditions be best 
administered through the United Nations should be carried out as fully as possible 
through voluntary private foreign relief organizations such as CARE and the 
other private and religious organizations registered with Foreign Operations 
Administration for that purpose. 

3. Expand the authorizations of the Reciprocal Trade Agreements Act and 
encourage the executive branch to use them more fully. 

4. Enactment of customs simplification law. 

5. Renewal and improvement of International Wheat and Sugar Agreements 
and negotiation of other such agreements for all commodities that enter impor- 
tantly into international trade. 
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6. Negotiation and establishment of an international food and raw materials 
reserve or world food bank. 

In addition to the above, emphasis should be given immediately to the 
following: 

7. United States must denounce colonialism in clear terms. 

8. While maintaining adequate defense until a foolproof disarmament agree- 
ment can be worked out, United States should end continued talk about armed 
might, its military alliances, and its atomic striking power. 

9. United States economic aid should be given separate and apart from military 
aid and without strings of any kind attached. We must not give the impression 
that we are trying to buy the good will of the Asians or others to whom we give 
aid. 

10. In the absence of power other than manpower in a large area of the under- 
developed area of the world, the United States should move rapidly to give aid 
in the peaceful use of atomic energy. 

11. United States best efforts should be applied to making constructive use of 
our abundant agricultural commodities. Use of food to alleviate inflation and 
for making possible release of a nation’s funds for capital investments is urged. 

12. In accordance with the suggestion of the chairman of the committee, a 
study should be made of the long-time operation of our aid programs. It looks 
very much as if we will continue aid programs for many years to come. It is 
necessary for the gap in economic development to be closed if we are to move in 
the direction of a permanent peace. 

We do not want to see, however, any study be used as an excuse for obstructing 
our aid program. 

We are convinced that if existing sliding scale foreign economic policy were 
reversed to move in the directions indicated this would in itself further the pros- 
pects of peace as well as increase the demand for United States farm products. 

Farmers everywhere, including American farmers, also deeply feel the Biblical 
injunction ‘‘Love Thy Neighbor.’’ American farmers want farmers all over the 
world and people generally to enjoy and be able to earn a better life and a better 
living. 

Moreover, American farmers know that they themselves can earn better 
livings if people in other nations can earn the purchasing power required to buy 
the commodities we produce. And it is good sense for us to buy from other 
nations the things they can produce to a better advantage than we can. Farmers 
in America are benefited by economic growth in other democratic nations as well 
as in our own. 

For these reasons National Farmers Union strongly supports all United States 
efforts to promote, encourage, facilitate, and assist economic development and 
growth in the democratic nations of the world. 


OcEAN TRANSPORTATION Costs 


WITNESS 


HON. MICHAEL A. FEIGHAN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF OHIO 


Mr. PassmMan. Mr. Feighan, we are very happy to have you before 
the committee and to give us the benefit of your experience. 

Mr. Frerauan. Mr. Chairman, I appreciate this opportunity to 
appear before this Committee on Appropriations to request that 
consideration be given to a recommendation I have made concerning 
the misuse of public funds to pay the ocean transportation costs of 
so-called White Russians now residing in Red China who are being 
moved by the United States escapee program to some 30 countries 
of the free world. 

Last year I made a complete inspection of the Far East operations 
under the Refugee Relief Act of 1953, as amended, the Immigration 
and Nationality Act, of 1952, as amended, and the way public funds 
were being expended on behalf of various categories of refugees and 
escapees. A copy of my complete report on the investigation in the 
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Far East appears on page 933 of the hearings before the Committee 
on Foreign Affairs on the Mutual Security Act of 1956 together with 
other pertinent testimony which I offered in connection with this 
problem. 

I found during my inspection, that a very good job was being done 
in the Far East with respect to refugees and escapees and in the field of 
immigration, with one exception. That exception was what I con- 
sider to be the misuse of public funds on the so-called White Russians 
living in Red China. 

In the course of my inspection, I found that no field security 
investigation is made on these so-called White Russians who live in 
Red China as is required by Public Law 778, section 405 (a). The 
Appropriations Committee added this very wise provision to the law 
in order to protect the security of the American people and the entire 
free world. The law reads as follows: 

Contributions to the Intergovernmental Committee for European Migration: 
For contributions authorized by section 405 (a), $10 million, and in addition, not 
to exceed $500,000 of the unobligated balance heretofore appropriated for ‘‘Move- 
ment of migrants’: Provided, That no funds appropriated in this act shall be used 
to assist directly in the migration to any nation in the Western Hemisphere of 
any person not having a security clearance based on reasonable standards to 
insure against Communist infiltration in the Western Hemisphere; 

Mr. Lanuam. Did you not offer an amendment to the bill about 
this matter? 

Mr. FeraHan. Yes. 

That, mind you, gentlemen, is what your committee in its wisdom 
inserted. 

Mr. Wiae.Leswortu. Are you talking about ICEM? 

Mr. Fereuan. I am talking about primarily the use of these funds 
by the United States escapee program. 

In my inquiry into this matter I found that the only check made 
against these people was to consult some outdated and incomplete 
name files which, for the most part, have no current information be- 
yond 1948. In discussing this matter with United States security 
officers in the Far East they considered every case coming out of Red 
China of this type to involve a threat to the security of our country 
because it was impossbile to make any field security investigation on 
them. It is significant to note that no United States security agency 

ives any clearance whatever to these so-called White Russians be- 
ore they leave Red China or at any other point through the free 
world. Moreover, the British officials will not allow these so-called 
White Russians to remain in Hong Kong any more than a few days 
because of the security risk involved. It was therefore shocking to 
me that United States public funds were used in order to make pos- 
sible the movement of these so-called White Russians from Red 
China into some thirty-odd countries of the free world. 

The danger to the security of the United States which develops 
from the fact that it is impossible to make a security investigation on 
these so-called White Russians residing in Red China is compounded 
by the following: 

1. The vast majority of these people are traveling on valid pass- 
ports issued by the Government of the U.S.S.R. This is an astound- 
ing fact when one considers that only persons who are in the status of 
persona grata with the U. S. S. R. are able to get and keep valid 
passports. 
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2. All of these people must secure an exit permit from the Chinese 
Communists before they can leave Red China and enter Hong Kong. 
This too is an amazing fact when one considers they too have no 
difficulty getting these exit permits whereas American missionaries 
and businessmen have been unable to get these permits and the few 
that have gotten them have either endured great suffering or paid 
huge ransoms for them. Moreover some of our American military 
still languish in jails and they are unable to get this exit permit while 
at the same time the Chinese Communists are making the claim that 
they are free to leave if they want to. 

I hope that this committee will give most serious attention to this 
problem and will take steps to correct this misuse of the taxpayers’ 
money and to close the security breach which this misuse of public 
funds has created in the free world. I would recommend that the 
committee strike all authority for the use of any public funds, either 
directly or indirectly, from the movement of these so-called White 
Russians from Red China to any country of the free world. If 
other countries want to take these people in, they should be required 
to pay the cost for their folly. In any case the American people 
should not be stuck for the expense of an operation which clearly 
invites the wholesale penetration of Communist agents throughout 
the whole free world. 

I should like to point out that at least one top Communist espionage 
agent has been uncovered right here in the Western Hemisphere who 
was supposed to be a White Russian when he lived in Red China and 
before he was transported to Latin America, but who, after his arrival 
there, was found to have been the top Communist security agent in 
the Red Polish Embassy in Peking. When this information came to 
the attention of the authorities in the Latin American country they 
forthwith apprehended this character and at the same time stopped 
all immigration into their country of these so-called White Russians. 
I have heard that there are other cases where Communist agents have 
infiltrated the Western Hemisphere through the United States 
escapee program. In my judgment, the Russians are not so stupid 
as not to realize that this escapee program is affording them an 
open-end no-questions-asked invitation to infiltrate their agents out 
of Red China into the free world wearing the false hat of a so-called 
White Russian. 

The committee might consider changing the wording of the present 
law to require that a “full-scale field investigation and security clear- 
ance by the official security agencies of the United States Government 
be required to insure against Communist infiltration” on all persons 
where United States public funds are used directly or indirectly in 
whole or in part for their movement from Communist China to the 
free world. 

Mr. Lanuam. Would that be subject to a point of order? 

Mr. FrrauHan. I feel it would not in view of the fact that this 
committee a year ago inserted that provision that is now in the law 
and which is not being complied with. 

Mr. Taser. Do you have the language written into your statement 
there? 

Mr. FreranHan. Yes. 

Mr. Taser. I do not believe it is subject to a point of order. It 
would have to be drawn a little different. It could be drawn so it 
would not be. 
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Mr. Frteuan. I am so firmly convinced from my thorough investi- 
gation, that this is a real threat to the security of the free ‘world and 
this is a real threat to the security of the free world and it is a violation 
of both the letter and spirit of the law. 

Mr. Taser. I think you are right. It is a question of how far we 
can go. 

Mr. Passman. Thank you for coming. 

Mr. FreicHan. I appreciate this consideration and hope you will 
act favorably. 


Mutua. Security APPROPRIATION 


Mr. PassmMan. The committee is in receipt of a statement from 
Mrs. Alexander Stewart, which will be placed in the record at this 
point: 


STATEMENT OF Mrs. ALEXANDER STEWART, WOMEN’S INTERNATIONAL LEAGUE 
FOR PEACE AND FREEDOM 


Mr. Chairman and members of the House Committee on Appropriations, I am 
Mrs. Alexander Stewart, legislative secretary of the Women’s International 
League for Peace and Freedom, United States Section, with offices at 214 Second 
Street NE., Washington 2, D. C. 

The Women’s International League for Peace and Freedom is one of the non- 
governmental organizations which, under article 71 of the United Nations Charter, 
was granted consultative status with the Social and Economic Council. We also 
have this status with the following specialized agencies: UNESCO, FAO, and 
UNICEF. 

Since it was first founded by Jane Addams in 1915, the Women’s International 
League for Peace and i’reedom has had as its primary objective the establishment 
of an economic and social system that would serve the needs of all rather than a 
few. Hence we appear before your committee to appeal for allotment of all 
economic and social aid which would tend to fulfill the English historian, Arnold 
J. Toynbee’s prediction “our age will be best remembered because it is the first 
age —— the dawn of history in which mankind dared to believe it practicable to 
make the benefits of civilization available to the whole of mankind.” 

We eae you will see your way clear to allow the full $3 million for ocean freight 
charges on shipment of food, clothing, medical and hospital supplies, school 
supplies, hand tools for agriculture and trades, and other self-help supplies, as 
requested by the American Council of Voluntary Agencies for Foreign, Service, 
Inc., instead of the sum authorized by the House Committee on Foreign Affairs. 
We approve the increased sum for the Food and Agriculture Organization and 
hope nothing will be permitted to lower the value of our annual contribution to 
its budget. 

A second lifelong objective of the Women’s International League for Peace and 
Freedom is total, universal disarmament. Hence we respectfully request that 
you do not allot the enormous sum of $1,925 million, authorized for military 
assistance. Such expenditure would not be consonant with the efforts of the 
President’s special assistant on disarmament to reach an agreement for the limita- 
tion and control of armaments as a prelude to their reduction and total abolition. 

Others may point out that foreign economic aid is our most effective weapon 
against communism, but if Russia did not exist and communism were only a 
theory in a book, the United States, as the richest country in the world, would 
still have the moral obligation to help needy people help themselves in education, 
health, and improved means of livelihood. In a world in which disparities of 
wealth are so great, it is our duty to do what we can to close the gap by use of 
means already proven to be effective. 

Since men will rise or fall together, we, in extending this aid contribute to our 
own welfare, and fulfill the obligation to our own citizens. Abraham Lincoln 
said this Nation could uot remain “half-slave and half-free’. So humanity as a 
whole cannot continue indefinitely half in misery, half in comfort. Our prosperity, 
our security, the future of democracy and our chances for peace are linked irre- 
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vocably to conditions and economic progress among the other countries of the 
world. Economic crises and despair often drive underprivileged people to the 
desperate remedies offered by totalitarianism. On the other hand, economic 
and social welfare promote the growth of peace and democracy. Technical 
Assistance and economic aid help create the conditions for peace which, in today’s 
world, is for all of us or for none of us. 


LONG-RANGE PROGRAMS 


But to achieve our purpose we must extend our cooperation and assistance in 
ways that have been demonstrated to be effective. Certainly the way to make our 
assistance the least effective is to give it reluctantly, a little at a time, and only 
after strenuous annual debates in Congress. From experience gained through the 
Marshall plan we have learned that if continuity is impaired, gains achieved at 
heavy cost may be sacrificed. Therefore we urge your support of President 
Eisenhower’s suggestion for authorization of long-range programs. A long-range 
program makes possible better planning. It makes possible the securing of better 
personnel. This makes for more economical and efficient carrying out of the 
program. It gives stability to this phase of our foreign policy. 


NONMILITARY AID 


Another method for assuring the effectiveness of foreign aid is that economic 
aid should be kept separate from military aid. The Women’s International 
League for Peace and Freedom urges that economic aid based on the needs of the 
people be kept wholly apart from military assistance. People in new and in under- 
developed countries need to experience a greater measure of individual liberty, 
self-government, education, and progress that can grow when aid is conditioned 
on the acceptance of military obligations. 


AID THROUGH THE UNITED NATIONS 


A further effective method for extending aid which has been recently emphasized 
by President Eisenhower and other national leaders is the chaneling of aid through 
the United Nations. 

Our organization was gratified to see the statement made by Ambassador 
Lodge on April 29 at the United Nations headquarters when he said: ‘‘The present 
world situation is one which requires our giving new emphasis to multilateral 
programs * * *,” 

We sent a telegram to Ambassador Lodge supporting this effort of our Govern- 
ment to channel more aid through the U. N. An economic program contributed 
to by many nations and administered by the United Nations, on the basis of need, 
with no strings attached, can be clearly a world development program with self- 
respect. 

As a beginning toward basic economic development, the United Nations has, 
since 1951, had on paper a plan for a Special United Nations Fund for Economic 
Development (SUNFED), a proposed fund of $250 million of which the United 
States would contribute its share. Until recently the administration had indicated 
it was not yet prepared to make such a contribution unless conditions made 
possible large-scale disarmament. While universal disarmament would lift the 
burden of arms from the world and release funds for world development, our organ- 
ization believes that it is possible and necessary during this period, when disarma- 
ment proposals are being considered, to approve the organization of and partici- 
pation in SUNFED. 

In the report to the 10th session of the General Assembly of the United Nations 
submitted by two members of the House Foreign Affairs Committee, Congressman 
Chester E. Merrow and Congressman Brooks ‘Hays, the league noted the import- 
ance given to economic aid through multilateral programs channeled through the 
United Nations. We wish to give the strongest possible encouragement to this 
direction in our foreign policy and increased appropriations for these programs. 

The United Nations already operates not only in the realm of study and dis- 
cussion and recommendation, but in the paddy fields and forests of southeast Asia, 
in the deserts of the Middle East, in the high plains of Latin America. Every day 
in over 60 countries men and women drawn from as many nationalities, each with 
his own special training and experience to share, are working to impart to others 
who are in urgent need of that technical know-how and experience without which 
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economic development is impossible. All this is the result of a daring belief 
translated into action through the United Nations technical assistance program 
and its specialized agencies. 

Technical assistance is not a new invention. It is as old as the history of inter- 
course between organized communities. What is new is the fact that for the first 
time an effort is being initiated under the direction of an international organization 
to make available the whole body of human knowledge for the benefit of those 
governments and peoples that wish to draw upon it. While we recognize certain 
values in programs of economic development initiated by individual countries 
and private enterprise, we believe such programs carried on by and through the 
United Nations are preferable because they furnish adequate safeguards against 
economic exploitation, avoid fear of imperialistic aims or military commitments, 
and inspire the confidence essential to achieve democratic and peaceful develop- 
ment. Such multilateral programs are also significantly successful because they 
are cooperative. Recipients contribute as well as receive foreign aid. It is not 
a one-way program. In 1953, of 96 nations receiving aid through the United 
Nations, 76 gave aid. In 1955, recipients contributed in local aid twice the 
amount contributed by other countries. 


IN SUMMARY 


The Women’s International League for Peace and Freedom wishes to encourage 
the fullest measure of support for the granting of the following sums authorized 
in H. R. 11356: $243 million for development assistance, including $100 million 
for the Middle East and Africa; $140.5 million for bilateral technical cooperation; 
$15.5 million for the United Nations expanded technical assistance programs; 
$1.5 million for the technical cooperation programs of the Organization of Ameri- 
can States; $2.3 million for the United Nations Refugee Fund; $7 million for the 
escapees program; $10 million for the United Nations International Children’s 
Fund; $3 million for ocean freight; and $5.95 million for the foreign reactor 
projects. 

Adequate financing of these programs should enlist the careful and generous 
support of all men and women of good will. 


Morocco 


Mr. PassMan. The committee has been requested by Mr. Robert E. 
Rodes to insert a statement by the Morocco Post No. 1, American 
Legion. The statement referred to will be inserted at this point: 


FreNcH TREATY VIOLATIONS IN Morocco 
A statement by Morocco Post No. 1, American Legion 
BACKGROUND 


Treaties between the United States, Morocco, and France require free competi- 
tive economy in Morocco, with complete economic equality between the United 
States and France. France persistently refuses either to comply or let Morocco 
comply with these treaties. Since 1949 our post has protested this to our Gov- 
ernment, our Congress, and national headquarters. Both Congress and our 
national organization have, after investigations, agreed with us. 

Congress has passed several laws intended to require enforcement of these 
treaties and has approved many reports urging the Department to end the viola- 
tions or censuring its failure to do so. One of those laws was “intended to give 
France her option of complying with these treaties or giving up United States aid.” 
The Department of State evaded this by accepting to have the International 
Court pass on the treaties and continuing aid as if no law had been passed, during 
the 2-year litigation. : 

In 1952 the Court held that Morocco’s economy must be freely competitive; 
that France has no economic privilege in Morocco; that the United States must 
be treated equally with France in all economic matters here; and that the estab- 
lishment of France’s protectorate could not alter these requirements. 

France still refuses to comply. The Department of State claims to be trying 
to obtain compliance but without success. It has made similar claims for 7 years. 
The Mutual Security Acts of 1954 and 1955 require “‘all reasonable measures” 
to be taken to enforce commercial treaties. Progress must be reported every 
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6 months. The Senate Foreign Relations Committee stated that this was to 
end French violations of United States-Morocco treaties. The Senate and House 
committees considering the 1955 Trade Agreements Extension Act were informed 
of the French treaty violations and asked to act to end them. The act was 
amended to require withdrawal of concessions from any nation which discrimi- 
nates against American commerce, If action has been taken by the Department 
of State under any of these measures it has been without results. 

Six months after the effective date of the 1954 act the State Department had 
not acted upon it. This encouraged France to institute new treaty violations. 
The Department of State has protested these, with its usual negative results. 
Still no attempt to take the positive action required by the above-mentioned laws 
has been made. The net result is that the situation is worse than ever. 

The Senate again, in July 1955, voted to suppress all nonmilitary aid to France 
in reprisal for the violations. This did not pass the House but that body did 
state that the Department of State had a duty to enforce these treaties. This, 
too, has had no effect. 

PENDING TREATY CHANGES 


On February 15 Moroccan and French representatives will begin conversations 
intended to define France’s future position in Morocco. French officials have 
stated that they expect to retain some of their privileges. A prompt warning 
to the conferees (which the Moroccans would welcome) would prevent the neces- 
sity of challenging the agreement after it has been made. Far from it, the State 
Department has just announced its intention to ask Congress to abandon “‘capit- 
ulatory rights,” including our right to trial, under certain circumstances, in 
United States consular courts. Many of these rights stem from a treaty of 
1836 which the International Court held valid. Its most important requirement 
is ‘‘whatever indulgence * * * shall be granted to any of the Christian nations, 
the citizens of the United States shall be equally entitled to them,’’ Most priv- 
ileges we enjoy, such as the rights to travel, reside, and work in Morocco (e. g., 
the American physicians who serve our colony) are due solely to that provision. 
Our equality with Frenchmen makes us immune to restrictions which curb all 
other foreigners except them and ourselves. French administrators who resent 
this equality erroneously term it ‘‘capitulatory”’ in an effort to discredit it. 

While the present negotiations involve only that part of Morocco under French 
admjnistration, eight other nations, including Russia, retain even far more exten- 
sivé privileges in one or both of the other areas. (Britain, for instance, emphasizes 
its ¢quity in Tangier by operating a British post office in competition with France.) 
If our capitulatory rights are abandoned, Americans will be inferior to citizens 
of all these nations in Tangier and to some in Spanish Morocco. 

We regret the proposal to have Congress delegate the relinquishment of these 
rights to the Executive. Secretaries of State including, and prior to, Cordell 
Hull have warned France that only our treaty-making authority could relinquish 
them. Furthermore, the authorization, although intended to affect only capit- 
ulatory rights, might be stretched by the Department to abandon our entire 
treaty situation. 

In addition to all questions of justice, equity, and economic interests we believe 
that Morocco’s location and our strategic interests should make the United States 
insist on complete equality there. As simple example: Arrangements permitting 
Frenchmen to enter Morocco without visas but requiring visas for Americans or 
restricting Moroccans’ travel to United States but not to France would make it 
infinitely harder for our labor unions to combat the French Communist unions 
who are trying to capture Moroccan labor. Many similar discriminations would 
be possible, especially if French communism grows. In fact, all economic con- 
tacts between the United States and Morocco strengthen the ties between the 
two countries and so better our strategic position. 


PRESENT SITUATION 


Present regulations restricting United States imports, exports, and investments 
do not restrict those of France. After French textile sales dropped 50 percent 
in 1954, quotas were imposed to restore France’s previous share. ‘These measures 
all violate treaty requirements both of equality and free economy. In fact, free 
economy has almost disappeared, replaced by French-type regimentation. 

Customs valuations are discriminatory and arbitrary, the authorities refusing 
to adopt the valuation formula directed by the International Court. 

By these methods France has acquired more than half of Morocco’s trade in 
both directions and controls most enterprises. In Tangier, an integral part of 
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Morocco, the same treaties apply, but are respected by Tangier’s international 
administration. The United States leads in both export and import trade in 
Tangier and Americans have important enterprises, representing heavy invest- 
ments there. France plays only a minor role in Tangier economy. 

To prevent Tangier’s free economy from competing with her interests, France 
has imposed customs and currency barriers between the administrative zones of 
Morocco which are similar to, and just as illegal as, those which divide Germany. 

In addition to our interests, in signing the treaties in question the United States 
in effect guaranteed Morocco’s own right to buy, sell, and obtain capital in world 
competition. We have made no move to make good on this pledge, much to the 
disappointment of the Moroccans who estimate that French controls raise their 
living costs at least 33 percent. 


ACTION REQUESTED 


We believe this situation justifies certain action which, listed below in order 
of priority, is respectfully requested: 

1. That the Department of State warn French negotiators that the United 
States insists that their agreement with Morocco be fully consistent with the 
terms of all treaties regarding Morocco to which the United States and France 
are parties and with the United States-Morocco treaty (which France has recog- 
nized). 

2. That the move to relinquish ‘‘capitulatory rights” be limited to a statement 
by the Senate that it stands ready to approve a new treaty entirely consistent 
with Morocco’s full sovereignty as soon as Morocco is free to negotiate one, but 
that it insists that United States equality with any European nation, and all 
economic requirements of treaties be maintained; or, alternatively. 

3. That, in case the authorization cannot be avoided, it be restricted by assert- 
ing that no action will be taken on it until Morocco is completely independent; 
that the relinquishment will not prevent United States citizens from enjoying 
rights accorded to those of any European nations; that it will not give courts of 
any European nation jurisdiction over cases now tried in United States courts 
(jurisdiction could be transferred to Moroccan courts); that economic provisions 
of our treaties remain unchanged; 

4. That the Department of State (as a “‘reasonable measure’”’ required by the 
Mutual Security Act) protest all French acts which give France any economic 
advantage over the United States, restrict free competition or otherwise violate 
our treaties and the International Court verdict; 

5. That, in compliance with the 1955 Trade Agreements Extension Act, tariff 
concessions be withdrawn from France because of her discrimination against 
United States commerce; 

6. That the treaty compliance provision in the 1955 Mutual Security Act be 
repeated in the 1956 law, or strengthened if the Department of State continues 
to ignore it; 

7. That the 1957 Mutual Security appropriation act be amended to withhold 
all nonmilitary aid from any nation which fails to comply with any treaty commit- 
ment to the United States if the violated treaty has been declared valid by the 
International Court. (The provision passed by the Senate, but not by the House, 
last year.) 


ce 


’ 





APPENDIX 


Torat Foreign Arp Procram Since Worip War I 


The following information was supplied in response to interrogation 
on page 33. 


UnitTEpD States Foreign Arp BETWEEN Woritpd War I Aanpn Wortp War I) 


INTRODUCTION 


In a broad sense, American foreign aid includes economic, technical, or military 
assistance extended to foreign countries by the United States Government. It is 
in this sense that the expression is used in this brief survey of United States 
foreign aid in the period between the end of World War I and the beginning of 
World War II. There was in the period between the wars no foreign-aid program 
such as has been conducted by this Government since World War II. 

In connection with types of aid for which total figures are difficult, and perhaps 
impossible, to obtain, some effort has been made to suggest the scale on which 
aid was given. At other points a given type of aid is described by means of 
examples, as in the case of the numerous minor disaster-relief expenditures, the 
funds for which have come from a wide variety of sources. 

For the purposes of this survey, the foreign aid of the interwar period may be 
considered to fall into four main categories, as described in the following pages: 
(1) World War I debts, (2) post-World War I relief loans and grants, (3) loans and 
credits in the 1930’s, and (4) aid to Latin America. 


I. WORLD WAR I DEBTS 


Loans to foreign countries by the United States Government during and just 
after World War I amounted to .$10,350 million. This total comprises $7,077 
million in cash advanced before the armistice, $2,533 million in cash advanced 
after the armistice, and $740 million in credits extended for surplus property and 
relief supplies provided foreign countries. Paid back to the United States prior 
to the date of funding of these debts was $282 million on principal plus $671 
million as interest. 

The debts after funding, including amounts not funded by Armenia and Russia, 
amounted to $11,909 million. This included $1,716 million of unpaid interest 
accumulated to the dates of the agreements. On the funded debts, as of July 1, 
1941, $476 million had been paid on account of principal and $1,321 million on 
account of interest.' 


1 Treasury Department, ‘‘Memorandum Covering the World War Indebtedness of Foreign Governments 
to the United States (1917-21) and Showing the Total Amounts Paid by Germany under the Dawes and 
Young Plans,” July 1, 1941, pp. IIT, 12, 16, and 21; ‘‘Foreign Assets and Liabilities of the United States and 
Its Blance of International Transactions: A Report to the Senate Committee on Finance by the National 
Advisory Councilon International Monetary and Financial Problems, December 18, 1947’’ (Senate Finance 
Committee print, 80th Cong., Ist sess.), pp. 3-4. 

Notincluded among the World War I debts are approximately $182 million owed by the German Govern- 
ment to the United States Government for occupation costs as of 1941. These costs had amounted to 
nearly $248 million in principal, on account of which the German Government had paid almost $66 million. 
(Treasury Department, ‘‘Memorandum Covering the World War I Indebtedness * * *’, 1941, p. 30; 
NAC Report, 1947, pp. 13-14.) 
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II, POST-WORLD WAR I RELIEF (LOANS AND GRANTS) 


Relief <n provided European and near eastern governments in the armistice 
perio 

The American Relief Administration (ARA) expended a total of approximately 
$120.6 million for relief under the act of February 25, 1919 (40 Stat. 1161), which 
appropriated $100 million for this purpose. The excess in expenditures over the 
amount appropriated was absorbed by the Food Administration Grain Corporation 
out of surplus derived from other operations. - Of the total amount expended by 
the ARA, approximately $84 million represented loans to foreign governments. 
The balance, plus additional funds from the United States Government, amounted 
to a total of nearly $38.8 million in grant-aid for relief purposes. The following 
table illustrates the character of this grant aid: ? 


Millions of 
dollars 


Deliveries of relief supplies to governments 
Deliveries in the form of loans 


Deliveries in the form of grants 
Grants: 
Cost of transportation of relief supplies from places other than the 
Cree eee er ees Peo soba omens 
Additional relief provided for children by the ARA 
Children’s relief financed from the President’s National Security and 
Defense Fund 


Total relief expenditures as grant aid 


Relief in Russia 

In an act of December 22, 1921 (42 Stat. 351), the Congress authorized the 
expenditure, out of funds of the United States Grain Corporation, of a sum not 
exceeding $20 million ‘‘for the relief of the distressed and starving people of 
Russia and for spring planting in areas where seed grains have been exhausted.” 
An act of January 20, 1922 (42 Stat. 357) further authorized the transfer of 


surplus medical supplies to the famine sufferers in an amount not exceeding $4 
million “original cost to the United States.” The following chart indicates the 
sums actually expended: 3 
Millions 
of dollars 
By the United States Grain Corporation $18. 7 
paspias enetienl aliens. £55..0< vsitaiadsads cooled besicebucdeew ie 4.0 


Total relief expenditures as grant aid 


Zarthquake relief for Japan 


Following the great Japanese earthquake of September 1, 1923, the United 
States Government contributed in excess of $6.6 million worth of Army and Navy 
supplies to the earthquake sufferers. (This was in addition to more than $11.6 
million voluntarily subscribed by the American public, largely through the 
American Red Cross.) 4 By direction of the President, the Army and Navy sup- 
plies were made available soon after the catastrophe. Congressional sanction 
was later obtained in (a) an act of May 28, 1924 (43 Stat. 195), which authorized 
issues which had been made from the naval supply account amounting approxi- 
mately to $600,000; and (b) an act of February 25, 1925 (43 Stat. 963), which 
approved the action of the Executive in transferring Army supplies of a value not 
exceeding $6,017,069.03 for the relief of the Japanese earthquake sufferers. 


? Based on data in Frank M. Surface and Raymond L. Bland, American Food in the World War and 
Reconstruction Period (Stanford University Press, 1931), pp. 44-45 and 88-89 

3 Based on data in Surface and Bland, op. cit., pp. 249-251. 

4 Information provided by the American Red Cross. 
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Relief to Spanish civilians, 1938-39 

To aid Spanish civilians in the period 1938-39 the United States provided 
surplus flour and wheat to a value of over $321,000. These were purchased from 
the Federal Surplus Commodity Corporation by the American Red Cross for 
approximately $81,000 for distribution in Spain. Because of the difference 
between the original cost and the selling price, these transactions represented a 
net donation by the United States Government of approximately $240,000 for 
the relief of distressed Spanish civilians.5 


Smaller-scale assistance to disaster-stricken foreign areas 


Repeatedly, when foreign areas have suffered disaster, the United States 
Government has provided aid of an informal emergency nature, the cost of which 
would be difficult to calculate. A few examples of this type of aid are the following: 

1. Relief aid was furnished by the United States to the Dominican Republic 
following the disastrous hurricane of September 3, 1930. A United States naval 
officer was made chairman of emergency hospital work at Santo Domingo. United 
States Navy and Marine Corps planes carried some 28,000 pounds of medical and 
other supplies to Santo Domingo, and a United States Navy cruiser laden with 
similar supplies was despatched from New York. Officers of the United States 
Army and ove helped in supervising fhe distribution and use of supplies. 

2. To assist Nicaragua after the severe earthquakes of March 31, 1931, Presi- 
dent Hoover places such United States Navy planes and vessels as were in Carib- 
bean waters at the time at the disposal of the Nicaraguan Government for use in 
transport of persons and supplies. 

3. A hurricane with accompanying floods and landslides struck El Salvador on 
June 8, 1934, and caused the United States to lend the services of 11 United States 
Army bombers stationed in Panama to carry doctors and medical supplies to the 
stricken area. The United States Army also loaned tents and water purifiers.® 


III. LOANS, CREDITS, AND SILVER PURCHASES IN THE 1930's 


While designed primarily to stimulate exports from the United States, a num- 
ber of activities of agencies of the United States Government had the effect in the 


1930’s of giving important economic and financial assistance to foreign govern- 
ments. 


Credits under the Agricultural Marketing Act of June 15, 1929 


Under this act (46 Stat. 11), wheat was sold on credit to China and Germany 
in 1931, in the amounts of 15 million bushels ($9,212,826.56) and 7.5 million 
bushels, respectively.” 


RFC loans to Russia and China 


The Reconstruction Finance Corporation (RFC), organized in 1932, was au- 
thorized inter alia (47 Stat. 711) to make loans for the purpose of financing the 
sales of surplus agricultural crops in foreign countries (a function later passed 
over to the Export-Import Bank, which was set up under Executive Order 6581 
in February 1934). In 1933 the RFC authorized loans to 

(a) The Soviet Union.—On July 18, 1933, the RFC authorized a loan to the 
Cotton Export Finance Corporation of New York in the amount of $1.5 million, 
and an additional loan of $1.3 million 1 week later. These loans were secured by 
notes of the Amtorg Trading Corp., which were endorsed by the State Bank of 
the U.8.S.R. Against these amounts over $2.7 million was disbursed and subse- 
quently repaid. Two other loans to Amtorg of more than $51,000 and $29,000 
were made on July 21 and August 14, 1933, respectively, and were repaid.° 


‘Information provided by the American Red Cross; hearings before the Subcommittee of the House 
ccaaat oe on Appropriations on the Agricultural Department appropriation bill for 1940 (76th Cong., 
lst sess.), p. 1111, 

6 Information provided by the American Red Cross. 

7 Papers Relating to the Foreign Relations of the United States, 1931, vol. II, pp. 293-309, especially p. 
309, footnote 25 (cited hereafter as Foreign Relations); White House press release, September 4, 1931, printed 

Department of State press releases, vol. V, July 4-December 26, 1931, p. 184; Foreign Relations, 1938, 
vol. IIT, p. 586. See also Arthur D. Gayer and Carl T. Schmidt (compilers), American Economic Foreign 
Policy (New York: American Coordinating Committee for International Studies, 1939), p. 131. 

§ Gayer and Schmidt, op. cit., p. 131. 

® NAC report, 1947, p. 29. 
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(b) China.—The RFC authorized a loan of $50 million to China on July 10, 
1933. This amortization was reduced on February 16, 1934, to $20 million 
against which approximately $17 million was disbursed, of which $10 million was 
spent for cotton, $6 million for wheat, and $1 million for flour. Payments by 
China to the RFC reduced this about to $13.5 million, and the outstanding 
noted were sold on April 8, 1936, to the Export-Import Bank.'!®° The notes were 
subsequently repaid. 


Further aid to China: Loans, credits, silver purchases 


In 1937 the United States Government gave financial assistance to China of 
two varieties. The Export-Import Bank participated in financing the export of 
20 locomotives to the extent of 50 percent in a transaction that totaled $1.6 
million. The Chinese Government offered in payment notes of the Ministry of 
Railways which were to bear interest at 6 percent and to mature monthly over a 
period of 5 years.'"' Arrangements were also made, in July, for the United States 
to provide gold for the use of the Chinese Government through the purchases of 
silver from China under the terms of the Silver Purchase Act of 1934 (48 Stat. 
1178). The gold, it was understood, should remain in the United States and should 
be held as security by the Treasury Department, which agreed to make available 
to China dollar exchange for currency stabilization purposes.” 

The most important of all pre-World War IT loans to the Chinese Government 
was that under which the Export-Import Bank agreed on December 15, 1938, to 
extend credits up to $25 million for exports to China. The bank extended the 
credits to the Universal Trading Corporation of New York, a Chinese quasi- 
governmental organization. The credits were guaranteed by the Bank of China 
and were to mature over a period of 5 years. It was understood unofficially that 
the funds were to be used, in large part at least, for the purchase of trucks and 
gasoline to aid China in bringing in military supplies by way of the Burma Road." 
The funds were used largely for the purchase of trucks, and the loan was subse- 
quently repaid by the Chinese Government. 

Four days after the statement regarding the Export-Import Bank loan was 
made public, the Treasury Department announced the further extension, beyond 
December 31, 1938, of the agreement of July 1937 to make dollar exchange availa- 
ble to China. The balance sheet of the stabilization fund as of December 31, 
1938, showed exchange due from the Central Bank of China to the extent of 
$48.6 million, which was secured by gold of the Central Bank of China to the ex- 
tent of $48.8 million.” 


Total loans and credits of the Export-Import Bank from 1934 to 1940 


The Export-Import Bank extended a large number of other loans and credits 
in the thirties, particularly to promote trade with Latin American countries. 
The following chart gives the figures for all loans and credits, and their general 
character, from the time of the bank’s organization on February 12, 1934, to 
June 30, 1940 (all figures in millions of dollars) : 


Type of loan Net com- | Disbursed | Repaid | Outstand- | Available 
mitments ing to exporter 


Exporter credits, capital goods._........--- 315. : " 50. : 77.8 155. 4 
&mal] business export credits _-_--_- adietenie : .4 . 06 ‘ 
Agricultural commodity credits.........--- 37. 8 .é 10. 8 20. 6 


353. 2 . lk 5 98. 5 


1 Tbid. 

1! Foreign Relations, 1937, ve aN Pp. 612-613; see also Foreign Relations, 1938, vol. III, p. 586; and Gayer 
and Schmidt, op. cit., pp. 139- 

12 Foreign Relations, 1937, coe Tv, pp. 611-612; see also Gayer and Schmidt, op. cit., pe 

13 See Reconstruction Finance Corporation press release, December 15, 1938, printed in oreign Relations, 
1938, vol. III, p. 586; see also Gayer and Schmidt, op. cit., pp. 140-141. 

4 See Treasury Department press release, December 19, 1938, printed in‘ Foreign Relations, 1938, vol. 
III, PB 588; see also Gayer and Schmidt, op. cit., p. 141. 

ata provided by the Export-Import Bank. 
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IV. AID TO LATIN AMERICA 


United States Armed Forces missions in Latin America 


Under the provisions of an act of June 5, 1920 (41 Stat. 1056), and an act of 
May 19, 1926 (44 Stat. 565), the President was authorized to detail officers and 
noncommissioned officers of the armed services to assist the governments of the 
Latin American Republics in military, naval, and aviation matters. In the period 
from 1920 to the outbreak of World War II in Europe (September 3, 1939) the 
armed services of the United States detailed a total of 10 such missions to Latin 
American governments (6 naval missions, 3 military missions, and 1 military 
aviation mission). Two of these missions—naval missions to Peru and Brazil— 
began in the early 1920’s; the others began in the 1930’s. Besides Peru and Brazil 
the countries to which missions were sent were Argentina, Colombia, Guatemala, 
and Nicaragua. The cost of these missions to the United States Government was 
limited to the pay and allowances due each member of the mission as an officer or 
noncommissioned officer in the Army, Navy, or Army Air Corps." 


Technical specialist program 

By an act of May 25, 1938 (52 Stat. 442), as amended May 3, 1939 (53 Stat. 
652), the President was authorized to detail United States Government experts 
and specialists for temporary duty with the governments of the other American 
Republics, Liberia, and the Philippines.'? In the first 2 years of the operation 
of this program (1938-39) 9 departments and agencies of the United States 
Government detailed 23 such experts and specialists to 9 different Latin American 
countries. The fields of experience these technicians represented were agricul- 
ture (6), traffic and commercial policy (3), immigration (3), highway engineering 
(2), police instruction (2), vital statistics (1), livestock breeding and care (1), 
meat refrigeration (1), library operation (1), customs (1), taxes (1), and coast 
guard patrol boat operation (1). The countries which received these technicians 
included Brazil (1), Colombia (4), the Dominican Republic (4), Ecuador (3), 
Haiti (2), Nicaragua (1), Paraguay (1), Uruguay (1), and Venezuela (5). 

The average overall annual cost of each mission from 1938 to 1947 was roughly 
$5,500, of which the United States Government paid approximately 51 percent 
(or $2,800). The total cost to the United States of the operation of these technical 
missions during the initial 2 years of the program came to approximately 
$64,000.!8 


The Inter-American Highway 


In the period 1929-39 the United States appropriated a total of $1,249,000 to 
carry out the provisions of an act of May 4, 1928 (45 Stat. 490), which authorized 
the United States to participate with the countries of Latin America in surveying 
the feasibility of constructing “‘a longitudinal communication highway to traverse 
the continent.’’ The Congress appropriated $175,000 toward “reconnaissance 
surveys” ($50,000 on March 4, 1929; $50,000 on March 26, 1930; and $75,000 


16 Executive Agreement Series No. 64, signed May 10, 1934; No. 65, signed July 21 and 23, 1934; No. 84, 
signed June 20 and October 29, 1935: No. 85, signed November 9, December 16 and 19, 1935; No. 04, signed 
May 27, 1936; No. 98, signed November 12, 1936; No. 135, signed November 12, 1938; Nos. 140 and 141, signed 
November 23, 1938; No. 155, signed March 28, 1939; and No. 156, signed May 22, 1939. This section is based 
also on information obtained from the National Archives, the Department of Defense, and the Records 
Service Center of the Department of State. 

17 No Government personnel was detailed under this program to Liberia in 1938 or 1939. An immigra- 
tion export was sent to the Philippines in 1938. 

18 See Cooperation in the Americas: Report of the Interdepartmental ae on Scientific and Cul- 
tural Cooperation, July 1946-June 1947 (Department of State Publication 2971), 
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on June 18, 1934).1° For the subsequent construction survey and for actual 
construction work on the highway (including technical engineering services) the 
Congress appropriated a total of $1,074,000 in the years 1934 to 1939 ($1 million 
on June 19, 1934; $34,000 on March 5, 1938; $40,000 on August 9, 1939) .2° 


Unitep States GovERNMENT ForeIGN GRANTS AND CrEpDITs, Postwar, Juuy 1, 
1945, THrouGH DEcEMBER 31, 1955 


EXPLANATORY STATEMENT 


Grants are largely outright gifts for which no payment is expected, or which at 
most involve an obligation on the part of the receiver to extend aid to the United 
States or other countries to achieve a common objective. Credits are loan 
disbursements or transfers under other agreements which give rise to specific 
obligations to repay, over a period of years, usually with interest. In some in- 
stances assistance has been given with the understanding that a decision as to 
repayment will be made at a later date; such assistance is included in grants. 
At such time as an agreement is reached for repayment over a period of years, 
a credit is established. Such credits cannot, as a rule, be deducted from specific 
grants recorded in previous periods; an adjustment for grants converted into 
credits is made at the time of agreement. All known returns to the United 
States Government stemming from grants and credits are taken into account in 
net grants and net credits. 

The measure of foreign grants and credits generally is in terms of goods delivered 
or shipped by the United States Government, services rendered by the United 
States Government, or cash disbursed by the United States Government to or 
for the account of a foreign government or other foreign entity. The Govern- 
ment’s capital investments in the International Bank ($635 million) and Inter- 
national Monetary Fund ($2,750 million) are not included in these data although 
they constitute an additional measure taken by this Government to promote 
foreign economic recovery and development. Payments to these international 
financial institutions do not result in immediate equivalent aid to foreign coun- 
tries. Use of available dollar funds is largely determined by the managements 
of the two institutions, subject to certain controls which can be exercised by the 
United States Government. 

“‘Mutual security military grants’? include mutual security program aid for 
common-use items which are to be used by military forces of nations receiving 
assistance, when such assistance provided under section 123 of the Mutual Se- 
curity Act of 1954, as amended, is administered in accordance with Chapter 1: 
Military Assistance, of title I of that act. “Mutual security other grants” in- 
clude (1) mutual security program aid for economic and technical assistance 
use from military aid appropriations, (2) mutual security program aid from 
appropriations for common-use items which are to be used by military forces of 
nations receiving assistance, when such assistance is administered in accordance 
with Chapter 3: Defense Support, of the Mutual Security Act of 1954, as amended; 
(3) transfers under Title II: Famine Relief and Other Assistance, of the Agri- 
cultural Trade Development and Assistance Act of 1954 (and similar legislation), 
and also (4) transfer of funds for the support of forces of Cambodia, Laos, and 
Vietnam (and forces of France located in such states) and of funds in support of 
production for forces support. 

“Military equipment loans’’ are included in this report as part of military 
grants; these ‘‘loans’’ are essentially transfers on an indeterminate basis, gener- 
ally requiring only the return of the identical item, if available. In essence this 
was the requirement pertaining to wartime lend-lease transfers of watercraft, 
which were included as grant transfers in these data. The transfers reported 
for Canada represent the loan and return of aircraft, for example, under the 
program announced by the Defense Department August 15, 1952. 

“Special country programs” include Greek-Turkish aid, Chinese military and 
naval aid, Chinese stabilization, Philippine rehabilitation, Yugoslav aid, Berlin 
investment fund, Libyan special purpose fund under exchange of notes of 
September 9, 1954, and Mexican foot-and-mouth disease eradication program. 

‘or security reasons data by country do not include the military aid furnished 
principally under the mutual security program. In these exhibits, the military 


19 See, respectively, 45 Stat. 1697, 46 Stat. 115, and 48 Stat. 996. 
2% See, respectively, 48 Stat. 1042, 52 Stat. 88, and 53 Stat. 1305. 
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assistance under mutual security is reflected in summary manner in the appro- 
priate geographical area. Transfers of military assistance generally reflect the 
area of consignment of the equipment; in particular data for Asia and Pacific 
include shipments to Indochina (Cambodia, Laos, and Vietnam) while those for 
Western Europe include shipments to France, a part of which may have replaced 
equipment used by the French forces in Indochina. Because of the inclusion of 
dependencies in the grouping ‘‘Western Europe,” data shown for other groupings, 
particularly ‘“Near East and Africa,’ are correspondingly understated. The aid 
shown in the table includes credits which have been extended to private entities 
in the country specified; the net credit shown for Canada, for example, represents 
credits extended to private entities in Canada. Country data include grants of 
Government agricultural surpluses through American voluntary relief agencies 
-and international organizations in entry “Other grants.” 
Columns may not add in all instances due to rounding of figures. 
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984 


Evropean Countries 


GROSS NATIONAL PRODUCT COMPARED WITH NATIONAL DEBT AND 
DEFENSE EXPENDITURES 


The following information was supplied in response to interrogation 


on page 301: 


Relative defense expenditures, calendar year 1955, NATO and other European 
countries, including United States 


[Millions of dollars} 


Gross | Defense 
national | Defense expenditure 
product expenditure | as percent 
(GNP) | of GNP; 


(1) (2) (3) 


NATO countries: 
United States--_---- Leis $387, 200 $40, 666 
Belgium-Luxembourg 9, 311 380 
Denmark ieee dean 4,051 135 
France--_- 45, 195 3, 280 
ne 1, 972 125 | 
ee ee 21, 220 875 
IN tei ohg NS oo a 4 7, 604 460 | 
Norway dee dele te dial a ctaditie nails Scie tobasinndee Wale niipetsace 3, 320 150 
Portugal j ‘ : | 1, 765 80 
Turkey. | 6, 463 | 380 

United Kingdom_._......-....__-- , 550 

Other: | 


_ 
Oe OO 


CO Crt be eS be 


‘ - 335 
Yugoslavia 5, $ 605 


~ 
— he 





Source: Office of Statistics and Reports, International Cooperation Administration, June 14, 1956. 


NATO countries: Gross debt of central governments 





| 
Central government gross debt out- | Gross na- | Gross debt 
standing | tional as a per- 
| product cent of 
in 1955 GNP 


Country 


Millions Millions 

Belgium-Luxembourg - _ _- ...| Dee. 31, 1955 $6, 378 | $695 $9, 311 
SON i cc ccannackiwcs : ..---| Mar. 31, 1956 1, 306 9: 4,051 
| Dec. 31, 1955 16, 229 ¢ 45, 195 

Germany ...-...-| Mar. 31, 1956 5, 024 38, 100 
LL ETE ees 7, 233 { 1 20, 480 
Netherlands. -_______- _.| Dee. 31, 1955 5, 423 f 7, 604 
IN solic cic ices cnn el ae a 1, 726 1 3, 284 
Portugal =e ennSeceewanenww acl Ma Sanne. 486 2 1,720 
United Kingdom_________- secascansanl Baa. Ob, ae 74, 200 . 51, 100 
ca eT aL -------| June 30, 1954 295 ‘ 31, 733 
Turkey_--. So te aca acoso gine 1, 158 25,915 
United States cccntesucea| A BLE 280, 800 387, 200 





! Average 1954 and 1955. 
2 1954. 
8’ Average 1953 and 1954, 


Note.—Gross debt outstanding includes the domestic and foreign debt of the central government. Debt 
of government enterprises, such as railroads and public utilities, etc., is generally excluded. Precise com- 
parisons of the level of government debt outstanding between the foreign countries and the United States 
are not possible. The conversion into United States dollars has been made on the basis of official foreign 
exchange rates, and the purchasing power of the dollar equivalents is generally higher abroad than that of 
the dollar in the United States. Intercountry comparisons of the converted dollar figures are subject to 
similar limitations. Adjustments to make the figures truly comparable cannot be made. Debt to IMF 
and IBRD is excluded. 





985 
EFFECTIVENESS OF PROGRAMS IN EGYPT 


The following information was supplied in response to interrogation 
on page 343. 


1. Agricultural projects did not have the desired impact (pp. 2, 7, and 21-27 of the 
GAO report) 

On page 7 the report states, “The Egyptians have shown reluctance in their 
cooperation, and there have been set-backs in individual projects such as the 
procurement of faulty livestock (also pp. 23-25) and losses attending the importa- 
tion of poultry.” 

The USOM advised early in January 1956 that conferences with the Ministry 
of Agriculture, directed toward a regrouping and recombining of projects to reduce 
the overall number of projects to the point where the remaining projects can pro- 
vide greater impact have been meeting with considerable success. Even though 
cooperation from the Egyptian element on individual projects has not been good 
at times, the situation has been resolved and is continuing to improve. Evidence 
of improvement in relations lies in the request of the Ministry that all United 
States agricultural technicians move to the Ministry where they will have the 
opportunity for direct contact and to work together with Ministry technicians. 
Joint advance planning by the American and Egyptian technicians has now pro- 
gressed to the point that project activity is proceeding in orderly fashion. 

The report attempts to present the facts with respect to the dificulties encoun- 
tered in implementing requests for breeding stock. The sentence cited above 
implies a technical determination by the writer of the report that the animals 
were faulty, whereas, as stated on page 24, the livestock were selected by com- 
petent persons and cleared by United States Department of Agriculture veterin- 
arians in New York prior to shipment. 

As indicated on pages 23-25 the livestock in question was for dairy and sheep 
improvement. It is felt that the report gives due consideration to the fact that 
the animals, which were procured by the General Services Administration from 
the Heifer Project, Inc., of New Windsor, Md., were examined prior to shipment 
by United States Department of Agriculture veterinarians. As indicated, 
this examination disclosed no evidence of the health conditions discovered after 
arrival of the animals in Egypt. The rams in question were disposed of but the 
bulls, according to our latest information, are being utilized. Also, as indicated 
on page 23, a concentrated effort has now been devoted to teaching farmers not 
to use livestock as work animals. Obviously, alternate means for performing 
work must be developed before this is done. Part of the content of the agricul- 
tural extension program includes education on appropriate uses of animals. 

The disease problem in poultry has now largely been solved and the Ministry 
of Agriculture desires to implement the poultry improvement program. A new, 
highly qualified United States technician has arrived in Egypt and satisfactory 
working relationships have been established. 

The $1,700 charge by the United States Information Service for paper and ma- 
terials which is referred to on page 27 of the report was for poultry pamphlets 
and covered only the actual cost of materials provided and appears to the agency 
to be entirely reasonable. 

Soil Salinity Laboratory (pps. 7 and 27-28 of the GAO report).—The reasons for 
the delay in the implementation are factually reported on pages 27 and 28 of the 
report. As pointed out, equipment and supply lists were revised as the result of 
technical review but the items arrived in Egypt prior to completion of the building, 
requiring storage. 

Lack of continuity —The report, on pages 7 and 23, emphasizes that a lack of 
continuity, both Egyptian and American, has impeded program planning and 
progress in implementation. The USOM advises that the matter of continuity 
of assigned personnel is being resolved through joint advance planning, joint 
operation of projects and carefully kept records of activities. 

As indicated in the report (p. 23) this Agency has experienced serious recruit- 
ment problems in Egypt as well as in other countries throughout the Near and 
Far East. The diversity and complexity of the program has necessitated the 
recruitment of technicians and specialists and the temporary nature of the program 
has precluded recruitment on a career or long-term basis. As a necessary incentive 
to recruitment of qualified personnel it has been deemed essential to invoke the 
provisions of the Foreign Service Act of 1946 (Public Law 724) section 933 (a) 
which provides, ‘‘The Secretary shall order to the continental United States on 
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statutory leave of absence every officer and emplovee who is a citizen of the 
United States upon completion of 2 years’ continuous service abroad or as soon as 
possible thereafter.”’ As the USOM has indicated, better continuity could be 
achieved in certain areas if it were possible to continue individual assignments 
beyond the normal 2-year period. While, generally speaking, the Agency’s 
policy has been to restrict the normal tour of duty in a particular country to 2 
consecutive 2-year periods, exceptions to this policy are made when the needs of 
the program so require, contingent of course, upon availability of personnel. 
Our experience has been that seldom are scientific and technical personnel available 
for more than one or at most two assignments in a particular country. 

It is noted that the term “administrative expenses’? was used in the report 
in a general sense in several instances—i. e., pages 22 and 26. It is believed 
that the Agency would define these expenses as “program operating expenses’’ 
rather than ‘‘administrative expenses.” 


2. Industrial surveys financed by the United States have not been acted upon (pp. 2, 9, 
and 32-34 of the GAO report) 

This section of the report deals with the A. D. Little industrial surveys and 
recommendations which were completed in December 1955. These surveys are 
currently forming one basis for the development planning as carried out by the 
Ministry of National Economy. The number of specific recommendations made 
by A. D. Little which have already been selected for development by the Ministry 
of National Economy clearly indicate that these studies have already been of 
material benefit to the Government of Egypt and are listed: 


(a) Overall transportation (f) Paper mill 

(b) Ceramics (g) Rubber tire factory 
(c) Caustic soda (h) Fruit-canning plant 
(d) Pharmaceuticals (7) Slaughterhouse 

(e) Vegetable oil 


This agency fully coneurs in GAQO’s recommendation on page 9 that ICA 
“should take all steps within its power to assure that timely action is taken on 
these reports.”” We submit, however, that ICA has been most definitely working 
toward this end as the listing of specific surveys presently being utilized by the 
Government of Egypt and itemized in the paragraph immediately preceding will 
attest. However, it should be noted that industrial surveys do not per se neces- 
sarily demonstrate the economic soundness of a project. 

With respect to the computation of overhead on this contract (p. 33) the defi- 
ciency noted was recognized when the second contract was negotiated. This 
contract was signed July 1, 1954, and provides for redetermination of overhead, 
set at a preliminary rate of 116.5 percent. In the first negotiation meeting of 
November 13, 1952, the following point was discussed: cost-plus-fixed-fee ¢on- 
tract, providing for 130 percent overhead on direct salaries and wages and a fee 
of $16,000 based on 48 man-months operation. The contractor’s offices were 
visited at that time for the purpose of computing the overhead rate. This analysis 
provided the following results: 

Percent 
1949 rate___- ‘ peas cs cathe 126. 5 
UO : - 
1951 rate 47. 1 


It appears from our files that the contractor, at that time, was not desirous of 
entering into a contract with TCA on any other than a fixed-price basis. Little’s 
contracting officer stated at that time “* * * since the rate of return from cost- 
plus-fixed-fee work, both as to overhead and profit, are poor compared with our 
ordinary civilian rate or fixed price assignments for the Government, we would 
not be willing to enter into broad assignments which might draw upon the talents 
of the organization in any areas of the staff, including those now profitably engaged 
in civilian work.’’ From the above it may safely be assumed that the establish- 
ment of a fixed overhead rate on the original contract was accomplished through 
negotiations of the contracting parties. 

It is true that ‘“‘The Controller’s Office of ICA did not examine the contractor’s 
records at the completion of the first contract and before negotiating the second” 
(p. 33). However, the Controller’s Office did make comprehensive studies of the 
contractor’s annual reports for the 4 years 1950, 1951, 1952, and 1953, each fiscal 
year ending on December 31. These studies began in February 1954, approxi- 
mately 4 months prior to the signing of the second contract and were made for 
the purpose of obtaining realistic rates for overhead and for profit on the ensuing 
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contract. Post audits have been conducted on both contracts in January 1956 
at which time all items of cost were reviewed. While not as yet published the 
audit report will cover the period from January 8, 1953, date of inception, to 
December 31, 1955, interim cutoff date. 

The report (on p. 34) points out that contract personnel were given “‘living 
allowances” in excess of those given to United States personnel stationed in 
Egypt. It is also noted that there is no cost of living allowance (post allowance) 
paid to United States Government personnel in Egypt, although the contractor’s 
personnel were paid allowances which would approximate the inclusion of it. 
After a thorough examination of the files on this particular contract we have heen 
unable to find a specific explanation for this deviation of customary practices 
Our search did reveal, however, that early draft contracts submitted to ICA for 
review contained language as follows: ‘“‘quarters and post allowances will be pro- 
vided * * * at rates not to exceed those established by the United States Gov- 
ernment as stated in its Standardized Regulations.’’ The final signed contract 
does not contain this language, but provides for both allowances at an equivalent 
rate of $300 per month. The above indicates that the rates agreed upon were 
negotiated with the contractor and included the rates customarily utilized by the 
contractor in that area, 


3. Mining projects have been at a standstill (pp. 2, 9, and 34 of the GAO report) 

As is indicated on page 9, inability to recruit technicians has delayed three 
projects in the mining program which was developed in 1954. The mining 
program was developed as a result of a preliminary survey conducted by Dr 
Parker Trask, of the University of California, and was approved jointly by the 
USOM and the Government of Egypt 

The report is correct as of June 30, 1955, and correct with regard to recruitment 
delays, but by July 7, 1955, a second geologist had joined the staff and a third 
man is still being recruited. Due entirely to political complications, the work of 
one of the two incumbent mining geologists (lead and zinc) has been canceled, 
and he will either be transferred to a USOM in another country where his services 
can be fully utilized or returned to the United States. The recruitment of the 
fourth technician (industry engineer) has been postponed due to the delay in the 
arrival of the required machinery. 

Experience gained in the mining projects has led the USOM to adopt a policy 
of not signing a project agreement of any kind until there is reasonable assurance 
that essential United States technicians are available and likely to be forthcoming 
within a reasonable period of time. 

Recruitment difficulties are covered more fully in comments on Finding 1 
(p. 2) above. 


4. Health and sanitation may warrant stronger emphasis (pp. 2, 10, and 35—40 of the 
GAO report) 


The report (p. 36) gives due consideration to the following three factors which 
restricted expansion of United States activities in this area: 

(a) Political sensitivity which counseled for caution before engaging in 
more or larger commitments. 

(b) Cognizance of an active World Health Organization (United Nations) 
program in Egypt and a justifiable reluctance not to duplicate that program. 

(c) Nonavailability of qualified American technicians. 

The report (on p. 36) indicates that the accounting and reporting procedures 
utilized by the joint committee relative to the receipt and utilization of joint 
project funds were found to be generally adequate except for property control 
records. Advice has been received from the USOM to the effect that “Since the 
departure of the GAO survey team an adequate property inventory record system 
has been established and is being maintained by all Egyptian-United States joint 
committees.” 

In two places the report mentions overobligation of funds in the health program 
It should be noted that there was no obligation of funds in excess of allotments. 
However, as indicated on page 37 in connection with the Shubra Mant Rural 
Health Demonstration and Training Center, on February 19, 1955, an additional 
$50,000 was obligated although over $80,000 was unsubobligated at the time; 
and on page 38 discussing the bilharzia program it is mentioned that in February 
1955, $15,000 was obligated, in addition to the $200,000 obligated in fiscal year 
1954, although there were unobligated funds available and that as of June 30, 
1955, there was an unsubobligated balance of $46,000 in the bilharzia project. 
It is true that there have been delays in subobligating funds in these projects 
due chiefly to delays in recruitment of United States staff as well as to the illness 
of the then Chief of the Health and Sanitation Division. 
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In discussing the control of bilharziasis it appears that the report overemphasizes 
control of disease through the destruction of snails. While killing snails is one 
of the methods used to control the disease it is probably not the most important 
one. To eliminate bilharzia will require fundamental improvements in environ- 
mental sanitation to the point where the canals and drains are not continually 
reinfected, health education of the public to the point where utilization of sanitary 
facilities will be universal, treatment of existing cases, as well as control of snails 
in the canals. 

On page 39, in again discussing the bilharzia program the statement is made: 
“The mission favors a nationwide application of the new control method and 
believes that the cost of operating such a program—estimated to be in excess 
of $8 million a vear—should not be a deterrent to realizing these plans.’’ From 
this statement it might well be inferred that the USOM intended to extend its 
activity beyond that of the original demonstration project. However, the USOM 
did not plan on requesting additional United States financing for bilharzia control, 
all of which has been returned to the control of the Government of Egypt as was 
originally planned if the initial demonstration project was successful. USOM 
activity in this field is now confined to one United States technical adviser. The 
USOM, however, does favor the continuance of bilharzia control and in sub- 
stantiation of this it is submitted that the Government of Egypt is spending now, 
and has for many years spent, large sums of money annually in attempts to control 
this disease without much success. ‘The expenditure of several millions of dollars 
per year for a few vears in effective control of disease appears to be warranted 
when it is realized that probably half of the rural population of the country has 
the disease and that there is consequently a great loss of manpower in agricultural 
production, to say nothing of the cost of treating the sick and the human suffering 
involved. 

As is indicated on page 10, “* * * the bilharziasis project was scheduled for 
transfer to the Egyptian staff in November 1955. * * *’ As indicated in the 
paragraph immediately above this transfer has been accomplished and included 
the disposition of all materials and equipment, including automotive, acquired 
by the cooperative program for public health which must necessarily be carried 
out pursuant to the terms of the agreement signed by the American Ambassador 
to Egypt and the Government of Egypt, Minister of Foreign Affairs, on June 18, 
1953, article IX, 2 of which states: ‘All materials, equipment, and supplies, 
ownership of which is acquired for the cooperative program, shall become the 
property of the Committee and shall be used only in the furtherance of this 
agreement. Any such materials, equipment, and supplies remaining at the ter- 
mination of this cooperative program shall be at the disposition of the Ministry 
of Public Health, Government of Egypt.’”’ Therefore, the materials, equipment, 
and supplies acquired to implement the bilharziasis control project will remain 
under the control of the Egyptian-American Joint Committee for Public Health 
until termination of its program for use in furtherance of other projects under 
its jurisdiction. The USOM believes that this policy is justifiable, sound, and 
essential to permit continuing activity in bilharziasis control. 

As stated on pages 10 and 39, the “project for a high institute of public health, 
agreed upon in May 1954, was still in the planning stage in June 1955.’’ Con- 
siderable delay was occasioned by inability to successfully negotiate a contract 
for administration of this project by an American university. The adoption of 
a project basis rather than a university contract was a forced expedient but progress 
on the project is now proceeding satisfactorily. 


5. Educational projects have been slowed by staffing and procurement difficulties (pp. 
2, 10-11, and 40—41 of the GAO report) 


In commenting on the edugational program the report gives due consideration 
to the circumstances attendant to its successful implementation and states on 
page 11 that “it appears that ICA has now taken all steps necessary to expedite 
the educational program.’ However, it is felt in fairness to the USOM that 
the remarks that follow should be considered. 

It is only too true that this program has suffered because of delays in the 
recruitment of qualified American personnel and in the procurement of equipment 
from the United States and this Agency is appreciative of the fact that the report 
is self-explanatory on these matters. Of these two matters the former has been 
discussed elsewhere in-these comments (p. 2) and as the second is now progressing 
satisfactorily, any additional comment thereon would be redundant. As stated 
by the report (p. 41) the Education Division did not, at the time of the visit of 
the GAO representative, have records indicating an inventory of property. Sub- 
sequent to this visit conditions have changed. An inventory of all property pro- 
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cured locally and from offshore sources was completed on August 15, 1955. Non- 
expendable supplies and equipment subsequently procured have been added to the 
inventory record as items are received. The Education Division is now appro- 
priately marking and labeling all expendable materials received and is in the 
process of so identifying such materials already distributed in the field. 

The payment of supplemental salaries to Egyptian Government personne! 
assigned to work with the Joint Committee (pp. 41-42) is a troublesome problem. 
In principle such payments are not approved by the present administration of the 
Education Division of the USOM and have been severely criticized by the public 
administration adviser. This matter has been taken up with the USOM and it is 
anticipated that this situation will be remedied in the near future. 

The USOM has, as the report states (pp. 42-43), experienced considerable 
delay in the receipt of machinery ordered for the vocational education project. 
This has required adjustments in the vocational education program and concerted 
attention has been given to expediting orders for technical equipment for this 
project. The USOM reports that their library of technical specifications has 
been greatly expanded by catalogs on technical equipment received and appro- 
priately filed. Specifications are now being prepared by Egyptian and American 
technicians using both American and European catalogs. In the past, on some 
items of equipment it was difficult to obtain all American specifications but this 
problem has been generally solved by the expanded technical library and lack of 
specifications is no longer a problem. 

The report (pp. 10 and 43-44) calls attention to the fact that little progress has 
been made toward the implementation of project E—5, ‘‘Rural school develop- 
ment,” as of June 30, 1955. It is true that no school building construction 
started prior to June 30, 1955, in conjunction with this project. However, 
architectural assistance has been given to the E-5 program by the Housing 
Section of the USOM from November 1954 to the present. Technical education 
service has also been provided from June 1954 to the present. The E-—5 project 
developed plans for one joint school building costing E£94,000. These plans 
were developed prior to June 30, 1955. Architectural advice and assistance was 
also provided prior to that date to both agricultural and industrial training schools 
and work was done on several plans for teachers’ training colleges and rural 
primary schools. No physical construction on schools covered by the project 
agreement was begun before June 30, 1955, for two reasons. The first was that 
the Government of Egypt objected to the aided “‘self-help’’ aspect of the project. 
The second was that the Egyptian contribution of E£200,000 was not actually 
included in the Egyptian budget before July 1, 1955. Accordingly, there were 
no funds for school building construction prior to that date. The work in the 
E-5 project is continuing without respect to the aided “‘self-help’’ aspect of this 
project which is not acceptable to the Government of Egypt. 

The importance of the school building program in Egypt is illustrated by the 
Government of Egypt’s commitment to build 400 schools per year for the next 
5 years. The Government has accepted the basic school design prepared with 
ICA assistance, and has indicated that it will be used not only in the five demon- 
stration schools now under construction, but in as many as possible of the new 
schools to be built this year throughout the country. In spite of strong opposition, 
the Government of Egvpt has accepted the idea of utilizing simple local materials 
and labor in the rural areas (i. e., mud brick in the rainless south—one such 
experimental school is soon to be built near Aswan). 

The difficulty that United States technicians have encountered in endeavoring 
to persuade officials of the Government of Egypt to adopt the principle of ‘‘self- 
help” in carrying projects forward can best be ascribed to the sense of urgency 
which the Government feels with regard to the general development of the coun- 
try. It is felt that the leaders of the country believe that the development. of 
Egypt is lagging behind other western countries. Also that there is not sufficient 
time to attempt to overcome the apathy in the attitude of many of the people 
toward unsatisfactory conditions of long standing and to force a realization that 
great improvements can be made largely by the people improving their own posi- 
tions with a minimum of Government assistance. 

The value and effectiveness of the project for inservice and preservice training 
of rural elementary teachers are properly emphasized in the report (pp. 44-45). 
The recent reorganization and closer integration of our education programs in 
Egypt have brought about an even stronger emphasis on this project. With 
respect to the equipment stated by the report (p. 45) as being foreign to the cus- 
toms and culture of the Egyptian people, the Education Division of ICA dis- 
approved the USOM’s requisition of such items as seemed inappropriate in relatio: 
to Egyptian culture, as well as items which could be better procured locally 
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6. Technical advisory services to the EARIS project for rural improvement should 
be more effective, and economies in costs are indicated (pp. 2, 11-12, and 46-53 
of the GAO report) 


The GAO comment (pp. 11 and 47) that it appears that the American staff 
has not always effectively presented its views and recommendations, requires 
consideration in the light of the attitudes of the Egyptian people and their leaders 
which has conditioned and restricted the efforts of the United States staff to 
accomplish all the things envisaged in the basic EARIS agreement. The apathy 
of many Egyptians toward their lot and the Government’s feeling of necessity 
for immediate progress, which was referred to in connection with the school 
building program, has not made it possible to guide the development of the 
EARIS project always along lines originally intended. It is appreciated that 
in several instances individual USOM staff members might not have realized 
the complexity of the problem of advising and assisting their EARIS Egyptian 
counterparts. EARIS is essentially an Egyptian operation and it is only a 
natural human tendency to misconstrue advice as direction. Here again, Gov- 
ernment of Egypt officials could not find it possible to adopt the self-help principle 
in the construction of roads, houses, schools, and so forth, on reclaimed land which 
USOM technicians had been so strongly recommending. In addition, particular 
sensitivity was expressed toward United States technicians’ advice in the field 
of community development. Despite setbacks, changes in United States and 
Egyptian personnel and in methods of operation, the USOM now feels that a 
more satisfactory working relationship has been established. 

With respect to personnel (pp. 11 and 47-48) the USOM, on the basis of 
experience, has come to agree that the number of United States technicians can 
be reduced. The actual number needed, however, will necessarily vary up or 
down depending upon the type of jobs to be performed and the capabilities of 
the Government of Egypt to supplv the particular skills required for these posi- 
tions. At the time the EARIS division was created it was deemed expedient 
to constitute a task force type of operation to concentrate on assisting the 
Egyptians in EARIS to expedite plans and operations. As this project has 
matured and progressed, this type of arrangement may be less necessary and the 
chief United States role can be more of an advisory one, except for such operations 
as audit of accounts and assistance in general management. 

In keeping with the GAO team’s recommendations (pp. 11-12) and in the 
interest of operational efficiency, ICA has proposed, for the USOM’s comments, 
these changes in the administration of the EARIS project. 

(a) Eliminate or, if needed, transfer the following EARIS positions to appro- 
priate divisions of the mission: 

(1) Equipment maintenance adviser. 
(2) Agricultural extension specialist. 
(3) Construction materials engineer. 
4) Irrigation economist. 
) Reclamation construction engineering adviser. 
) Community planning specialist. 
) Agronomist. 
) Reclamation construction engineering adviser. 
) Tractor operator instructor. 
0) Specialist in rural education (new title, educational supervisor). 


1) Administrative management specialist. 
2) Fiseal management adviser. 
3) Junior administrative management specialist. 
(14) Hydraulic engineer, canal lining (new position). 

(b) Set up two new positions of community development adviser and secretary. 

(c) Establish an EARIS committee composed of all division chiefs, including 
the new communitv development adviser and the controller, which would have 
primary responsibility for the USOM/’s participation in the administration and 
execution of the EARIS project. 

(d) Make available to EARIS as needed the services of all the mission tech- 
nicians. 
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7. Administrative procedures of the joint committees were deficient with respect to: 
a. Financial reports, b. Property control records, c. Excessive cash balances 
(pp. 2, 13, and 40—41 of the GAO report) 

In June 1955 the staff of the Controller’s Office of the USOM was augmented 
by the arrival of an American senior field investigator and an American accountant. 
Since then investigations have been conducted relative to the host country’s 
contribution whether in cash or in kind of each project agreement. The USOM 
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reports that the accountant is now supervising the accounting activities not only 
of the Mission controller’s office but is also working very closely with the accounts 
division of the several joint committees. 

The USOM has advised that since the departure of the GAO survey team an 
adequate inventory records system has been established and is being maintained 
by all Egyptian-United States joint committees. 

It is appreciated that the cash balance on hand for the EARIS project appears 
to be excessive; however, it should be noted that such balances are largely attrib- 
utable to contributions by the Government of Egypt. Also, the USOM has ini- 
ovee action necessary to verify contributions in kind by the Government of 

gypt. 


8. The Mission should have more adequate data on results of the training program 
(pp. 2, 13-14, and 55-57 of the GAO report) 

The report (p. 57) states ‘The training officer of the Mission has taken steps 
to obtain in the future the necessary data for each returning participant and a 
follow-up on maximum utilization of his skills for the benefit of his country and 
that of the technical cooperation program.” It is presumed that this refers to 
the regular reports covering the United States training of participants prepared 
by the participants and by the training agencies. 

It is the general policy of this Agency to obtain reports from participants 
during and upon completion of their training period and to forward copies of these 
renorts to the USOM. The training development staff in February and April 
1956 issued specific directives on this matter to all project managers. It is anti- 
cipated that these directives will serve to eradicate such problems in the future. 
Also, the USOM in Cairo has develoned a questionnaire for returning participants 
which has been approved in Washington and should serve, with supplemental 
interviews, as a very satisfactory mechanism for the participant element of the 
technical cooperation program. 


9. The 1955 development assistance program was handicapped by insu ficiert guidance 
in procurement matters and lack of close understanding between the field and 
Washington office (pp. 2, 15, and 59-60 of the GAO report) 

This statement is correct although the Cifficulties experienced in implementing 
the 1955 development assistance program are now largely a matter of past history. 
As of the present time, practically all of the problems of procurement and financing 
have been solved. 

The USOM advises that they are somewhat unclear as to the reason for the 
implied criticism relating to advance planning of the development assistance 
program and the implication that the effort was carried forward on an improvised 
basis. It is true that additional Mission staff would have aided the effort and have 
placed less burden on afew people. However, as the report indicates, the Mission 
had anticipated the major areas in which projects would be developed. Also the 
Mission had utilized the A. D. Little Co. staff and Little’s contracting facilities 
to subcontract for the services of such outstanding specialists as Upham in high- 
ways, ‘liedeman in waterways, and Murrow in railways. It is true that the Mis- 
sion had not anticipated the additional full seale review instituted by technical 
staffs in Washington. It is believed, however, that close understandings between 
the field and Washington staffs have been established and will serve to obviate 
delays in the future. 

The Mission controller has advised that in mid-1955 a detailed analysis was 
made of the procurement procedures being followed by the Government of Egypt 
in the implementation of the development assistance program. ‘The results of 
this analysis were very satisfactory and it is clearly indicated that the respective 
ministries are doing a very capable and efficient job. 

In anticipation of increased activities in the fields of transportation and industry, 
the Mission has developed technical divisions for this work. A Mission economist 
has been on duty for considerable time to assist in overall planning. Effort is 
being made to keep abreast of the Government of Egypt’s plans in every field so 
that United States development assistance may be keyed into a rational overall 
plan. 

As indicated in the report (p. 15) early shipments of wheat flour were not 

received and handled by the Government of Egypt in a satisfactory manner. 

However, sugsequent shipments were well handled because of representation 

made by the Mission staff. 

In order to promote satisfactory organization for receiving and distributing 


























































equipment,: materials and supplies to be delivered under the 1955 development 
assistance program, the Mission has set up a managerial improvement grou 
which meets twice a week under the chairmanship of the deputy director. This 
group, which includes the controller, program officer, executive offieer, and key 
division chiefs attempts to anticipate emerging problems and to make definite 
advance plans for meeting them. 


10. Personnel ceilings were overstated (pp. 2, 15, and 65-66 of the GAO report) 


This Agency concurs in this finding and the Mission and ICA have already 
eliminated a number of less essential vacant positions from the list for fiscal year 
1955 as recommended by the report. The budget request for 1956 included only 
95 positions, and the figure of 120 positions for 1957 includes 10 short-term con- 
sultant positions. The staffing for EARIS (p. 66) is more fully covered under 
comments on finding 6 on pages 10 and 11. 


11. Ccst allocations between program and administrative funds should follow estab- 
lished criteria and be fully documented (pp. 2, 16, and 67 of the GAO report) 


With respect to this finding the USOM submits “The distribution of costs 
between program and administration on shared operations were arrived at after a 
careful analysis between the Mission controller and executive officer. This 
analysis covered such factors as numbers of personnel, space, usage of vehicles, 
etc. These factors fluctuate during the fiscal year; consequently, adjustments 
have to be made after review of these factors. 

“Erroneous personnel changes pointed out by the GAO team have since been 
corrected.” 


12. Certain obligation records require adjustment (pp. 2 and 16-17 of the GAO 
report) 

While fully concurring in this finding it is felt that the following observations 
are deemed pertinent: 

As the report indicates (p. 17) the Controller’s Office of ICA has recently 
taken steps to effectuate more timely and accurate reports by the technical 
agencies regarding obligations and expenditures affecting the cost of technicians 
and of training programs which are chargeable to the mission,. but incurred by 
the reporting agencies. Also this matter has been called to the attention of the 
USOM in order that appropriate action may be taken. 

With respect to the administration project for the Joint Committee for Agri- 
culture referred to in the report (p. 17) this project established from unobligated 
funds ($16,692) available from the agriculture program agreement from 1953. 
Additional funds were deposited to this administration project from funds budg- 
eted as administration cost under existing agricultural project agreements. These 
existing project agreements were not reduced by such amounts withdrawn; neither 
was agricultural project increased by such amounts transferred. These transfers 
were treated as expenditures and picked up by the administration project as 
contributions of the United States. 


13. Fiscal and operating reports from the field should be improved for more effective 
utilization by the Washington office (pp. 2, 17-18, and 68-71 of the GAO 
report) 

The General Accounting Office is familiar with the system of control established 
in this agency for recording the fiscal status of deobligations and related subse- 
quent action. Through the allotment procedure in effect the agency is always in 
& position to determine the amounts deallotted, reallotted, and reobligated. Full 
disclosure of this information has been made to the Bureau of the Budget and to 
the Congress. 

Present reporting procedures require the USOM’s to submit fiscal data quarterly 
on the implementation undertaken pursuant to project agreements. Copies of 
these reports are furnished to the regional offices, program desks and Budget 
Division of the agency. Accordingly, it appears that information pertaining to 
project agreements is available to the agency’s management and operating per- 
sonnel. 

There is presently under consideration a revision to the USOM accounting 
instructions which, when insta!led, require the USOM’s to maintain their records 
in such a manner that the fiscal activity is geared to approved PPA’s and that 
obligation and expenditure information would be maintained for the component 
parts of the PPA, namely, technicians, participants, contract services, commodi- 
ties and other. It is planned to put this revision into effect with the beginning 
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of the new fiscal year. Reporting under this new system will capture all data 
under a project, whether obligated for under the project agreement or not. It is 
anticipated that the above changes will result in a more complete recording and 
reporting of technical support activity. 

Under the chairmanship of the ICA/W Office of Statistics and Reports, a special 
committee has been appointed to make a continuing study for the improvement 
of all reports from the USOM’s. Several new recommendations made by this 
committee are currently being put into effect. The constructive recommendations 
made by GAO on operating reports will be given complete consideration by this 
committee with a view to incorporating them in their overall plan. 
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